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Part Six 

THE SECOND AMERICAN 
REVOLUTION 



INTRODUCTION 


I. THE ELECTION OF 28 So 


The election of i860 ^\■as one of the great 
turning points in American history. Tempers 
were exacerbated by the events of the previous 
years — the avil tvar m Kansas, John Brown’s 
raid, the Died Scott decision, the hard tunes 
foUowing the panic of 1857, and pohneal dif- 
ferences were intensified by all these Pohti- 
cians were reluctant to phrase the issue sharply 
thty still tried to discover formulas and com- 
promises to avoid the impending conflict But 
“squatter sovereignty’’ and "free soil” no 
longer held charms; while even the naavism of 
the Know-Nothings— the typical effort of 
demagogues to distraa attention from the cur- 
rent pressing concems~had lost its magic The 
South knew its peculiar insatuaon was m dan- 
ger, the North was becoming increasingly 
critical of It. Hamct Beecher Stowe’s Uncle 
Tmn’s Cairn (first published m 1851) con- 
tinued to he read and ivepc over, ffelpcr’s /nr- 
peiidmg Crisis was published in the North and 
became the textbooir of the enemies of slavery 
Meanwhile, mote and more, Northem and 
Western businessmen were beginning to un- 
derstand that the Democratic party could not 
offer even half a loaf as far as economic prog- 
ress was concerned 

The Democrats As 1860 approached, the 
Democratic party was confronted by the horns 
of a dilemma To continue supporong Doug- 
las s "squatter sovercign^t” meant the repudi- 
anon of the Dred Scott decision and ultimately 
me surrender of political power. To follow 
Taney meant that Democracy’s appeal would 
be wholly sei^onal and that it must lose These 
dreadful choices were posed at their conven- 
tion at aarlcston, South Carolina, m Apnl. 
1860, and when neither the Northem Demo- 
crats-adhermg to Douglas’s position-nor the 


Southern Democrats— accepting the Taney 
formulation — ^would yield, the convention 
broke up m disorder. The Northem wing met 
m Baltimore on June 18 and nominated Doug- 
las and H V Johnson of Georgia The South- 
ern wing also met in Baltimore ten days later 
and named John C. Breckinndge and Joseph 
Lane of Oregon To make confusion worse 
confounded, the remnants of the Whigs 
(largely Southern) and some Know-Nothings 
met on May 9 and nommated John Bell of Ten- 
nessee and Edward Everett of Massachusetts 
They called their ticket the Consotntional 
Umon party and helplessly they phrased pious 
platitudes thty were for "the Constinition of 
the country, Ae Union of the states, and the 
enforcement of the law's ” 

The Kepubhetns This was going to be a Re- 
pubhean year and it was necessary to write a 
platform with consummate skill. On the slav- 
ery issu^ the trimmers earned the day, on the 
economic questions, a bold and open appeal 
was made to the rising industrial capitalist class 
of North and West The Repubheans met on 
May 16 at Chicago and their platform threw 
a wide net to catch every disgruntled vote The 
Repubheans endorsed the Declaration of Inde- 
pendence and the Union, they attacked the 

h agreed that each state 

had the nght to control its own domesac insa- 
mttons. As far as the temtones w'cre con- 
ccmci^ the WUmot Proviso was the correct 
fomiulation, therefore (without naming the 
Supreme Court), the Repubheans declared that 
neither Congress nor a temconal legislature 
could legalize slavery in the terntones Also 
SSdrTf,'''' rcopenmg of the Afncan 
f ^ ^ ^ ® plat- 




THE SECOND AMERICAN REVOLUTION 


5S0 

As far as economic questions went, however, 
tlicrc was no bcaung about the bush To the 
North, die Republicans promised protection- 
ism, internal improvements, and a hberal immi- 
gration policy. To the West, they held out 
homcstcadism and a Pacific Railway. They 
were silent on money and finance — but 
it w'as plain that Republicans favored a na- 
tional banking system and a sound cur- 
rency. 

The Republicans were not w'anring for can- 
didates Heading the list w'as William H. 
Seward, New' York’s Senator, erstw hile Whig 
but available because he w as antislaver)', anri- 
Ivnow-Nothing, and for protecdon. Other as- 
pirants were Simon Cameron of Pennsylvania, 
a staunch protectionist; Salmon P. Chase of 
Ohio, at vanous times a VTiig, a Libertj’ part)' 
man, a Democrat, and Ohio’s first Republican 
governor, Edw’ard Bates of Alissouri, brought 
up on the consert-arive Whig tradidon; and 
Abraham Lincoln of Ilhnois, once a Clay Wing 
and now a free-soil Republican who had no 
emotional feelings about slavery. Seward led 
on the first and second ballots but did not have 
enough votes for a majoritj' and the nomina- 
don. To the surprise of the country — although 
his political managers were very astute and suc- 
ceeded in taking advantage of the dislike in 
w'hich Seward w'as held, as w'ell as in promising 
Cabinet posts to the other candidates — Lmcoln 


was nominated on the third ballot. With him 
was named Hannibal Hamlin of Maine. 

The Caf/ipaig)i. The Republican campaign 
was skillfully managed. Lincoln made no 
speeches, but Republican orators plucked ever)' 
string. In the West, they talked up homestead- 
ism; in the German strongholds, they attacked 
the narivists, in New Jersey and Pennsylvania, 
they ran exclusively on the high-tariff plank. 
Only a tariff could raise wages, labor was told 
in Philadelphia; only a homestead law' could 
make die w'orkcr a freeholder, labor was told 
in St. Louis. On slaven' — to the chagrin of the 
Abolitiom'sts — the Republicans were silent. In- 
deed, they took pains to assure die voters that 
the elecdon of their candidate in no wnse jeop- 
ardized the Um’on. 

Lincoln w'as elected because of the four-way 
split. Lincoln’s popular vote was 1,858,000 
against 1,292,000 for Douglas, 850,000 for 
Breckinridge, and 646,000 for Bell; in shon, he 
received almost 1,000,000 votes less than those 
of his opponents combined. But he won in the 
electoral college w’ith 180 votes out of 303. 
Lincoln triumphed because he carried the old 
Northwest and New' York — prci'iously Dem- 
ocratic strongholds. He did not get a single 
popular vote in the cotton South. The Repub- 
licans did not have majorides in both Houses 
of Congress Clearly, this w'as not a vote against 
the South and slaver)'. 


2 . SOUTHERN SECESSION 


And yet, the South accepted it as such and 
despite all of Lincoln’s soft words — he was not 
an Abolidonist; he favored gradual emancipa- 
tion w'ith compensadon; the freed Negroes 
ought to be deponed — the cotton South 
seceded. South Carolina took the first fatal step. 
On December 20, i860, a convendon especially 
called for that purpose deebred the dissoludon 
of “the union now' subsisting between South 
Carolina and the other states, under the name 
of the 'United States of America.’ ’’ By Febru- 
at)' 4, 1861, South Carohna had been foUow'ed 


out of the Union by Georgia, Alabama, Missis- 
sippi, Louisiana, and Florida; and on that day a 
convendon at Montgomery, Alabama, drew' up 
a provisional consdtuuon for “The Confed- 
erate States of America.” Jefferson Davis of 
Alississippi and Alexander H. Stephens xvere 
chosen President and A^ice President respec- 
tively. And on Februaiy' 23, Texas joined the 
Confederacy. 

The Opening Gun. Buchanan, sull in office, 
would do nothing; Northern Abolidonists 
were relieved that the separation had occurred 
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so painlessly and declared that the erring seven 
should be permitted to “depart in peace", ef- 
forts at compromise were started in Congress 
but M ithout success, and Lincoln kept his own 
counsel. When he rose to dehver his Fust In- 
augural Address in Washmgton on March 4, his 
remarks were conciliatory He had no inten- 
tion to mterfere with slavery in the South, the 
Union had to be preserved; government prop- 
erty in the South— forts, custom houses— 
would be protected He hoped the seceded 
states would soon learn the error of their Ways 
But events inexorably were moving toivard a 
decision. There were two federal forts in the 
South— Pickens at Pensacola, Florida, and 
Sumter at Charleston, South Carolina — which 
were not taken by the Confederates and their 
commanders refused to surrender them They 
were running short of supplies, however, and 
efforts had to he made to feed the beieaguered 
troops. One relief ship, The Sm of the West, 
bound for Ft Sumter, was fired on as she en- 
tered Charleston harbor and was compelled to 
turn back. Lincoln sent out a whole expedi- 
tion; and when the Confederate government 
learned this, orders were given to reduce the 
fort On April u, the Southern guns opened 
fire and for thirty-four hours Ft Sumter was 
under attack, then its commander, Major 
Anderson, surrendered — and the war was on 
Afeanwhile, Ft Pickens was reheved, and it 
cotitmucd in federal hands throughout the war 
In May and June, the Conifedcracy was 
joined by Arkansas, Virginia, North Cwolina, 
and Tennessee. The Border states — Delaware, 
Maryland, Kentucky and Missouri — stayed 
out, m part because Lincoln in the beginning 
did not molest slavery, m part because there 
were powerful Unionist forces in these states 
The western portion of Virgima was hostile to 
secession, with the result that in July, 1861, it 
separated from the Old Dommion and joined 
the Union as West Virginia. 

The Call to Anns Lmcoln did not summon 
Congress m special session until July Assuming 
full responsibility — many of his acts had to be 
legalized later, for they were clearly unconsa- 


nibonal — ‘he proceeded to put the Union into 
a state of defense. On Apnl 15, be issued a 
proclamation of “insurrection” and he called 
upon the states to furnish 75,000 mihtiamen for 
three months He ordered the expansion of the 
army. He proclaimed blockades of Southern 
ports. He directed the Secretary of the Treas- 
ury to issue $2,000,000 m notes to meet defense 
expenditures He suspended the wnt of habeas 
corpus. When Congress met, in July, the Radi- 
cal Republicans were in Control With Stevens 
of Pennsylvania, Julian of Indiana, and Davis 
of Marjdand as leaders m the House, and Sum- 
ner of Massachusetts, Wade of Ohio, and 
Chandler of Michigan the spokesmen for the 
group in the Senate They proceeded to ratify 
the President’s acts, and after the rout at Bull 
Run (July 21) they authorized the enlistment 
of 5004100 volunteers for penods running from 
6 months to 3 years Later, as the ivar was pro- 
longed, volunteers were to be mustered m to 
serve for the duration. 

The Taro Sides On the face of it — in temis 
of the human and material resources of the two 
sections — the war promised to be bnef, for the 
North’s strength was immeasurably the greater. 
The North’s white population tvas 20,750,000; 
the South’s 9,150,000 In terms of miLtary ef- 
fectives (wlute males between 15 and 40 
years), the North had 4,000,000 men against 
the South’s 1, 000,00a While the South had 
more acreage m farms, the North’s improved 
acreage u^as larger TTie North could produce 
more foodstuffs — so important in war — in i8do 
having turned out $147,000,000 worth of flour 
and meal as compared to the South’s $54,000,- 
000 worth. In i860, the North had 19,770 miles 
of rail, the South, 10,513 When it came to 
manufactures, the North was far m the lead. 
The capital value of its manufactunng plant 
was $842,000,000 to the South’s $i 46 , 000,000, 
Its wage carnets m industry numbered 1,132,- 
000 to the South’s 189,000, the worth of its 
manufactured products was $1,594,000,000 to 
the South’s $291,000,000 Woolen goods — to 
be made into umfomis and blankets — ^were part 
of the mimcdiate necessities of armies m the 
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d. In 1860, the North produced 5154,170,000 
rtlt of woolen products, the South 54,596,- 
>. In the case of finances, again tlic Nortli's 
itrionty was clear. Total bank deposits in 
North were 5187,678,000; in the South, 
;, 1 24,000. In the North, money in circulation 
alcd 5 11 9,826,000, in the South, 567,276,000. 
spite all this, the war dragged on for four 
ter years. 

iVliy was this^ For one thing, tlie Union’s 
litar)’’ organisation was poor, it had too 
ny political generals; whereas the best men 
the ofliccr caste joined the South. Tlic 
jth’s figlitmg spirit was also better: many of 
men had been brought up in an aristocratic 
dirion which accepted combat as a normal 
y of life. Again, there sverc ineptness and 
iss mismanagement in the furnishing and 
idling of supplies and materials of war. In 
; third place, the war was largely fought in 
: South, on a terrain familiar to the South- 
1 leaders, whose lines of communication 
lid be better controlled. Fourth, consenp- 
n was not resorted to in the Nortli until 
13; and even wlien it was, the use of sub- 
utes was freely countenanced. The result 
s that desertions from the Union ranks came 
more than 200,000 men. 

[finally, Lincoln’s whole theory of the war 
s one of limited objccuvcs. He wanted to 
2p the Border states in the Union; he wanted 
take Richmond (which succeeded Mont- 
meiy' as the Confederacy’s capital). How- 
:r, he was reluctant to adopt those measures 
It would strike the dagger at the heart of the 
lelhon: the confiscation of Southern prop- 
:y; the arming of the Negroes, most impor- 
it of all, the emancipation of the slaves and 
; proclamation of the war as a great moral 
isadc. 

The Union won in the long run — for its su- 
nor resources were bound to tell, and Lin- 


coln’s hand was forced. European powers did 
not intervene on the side of the South, although 
the ruling classes of England and France were 
sympathetic to the Confederate cause. The 
English found themselves ultimately bound to 
the Union because of the thriving business they 
were doing in the supply of muniuons and im- 
plements of war. In exchange for these, the 
English took Northern wheat; in fact, by 1862, 
the English were getting 39 percent of their 
wheat imports from the North as compared 
with 25.5 percent in i860. England was not 
wholly dependent upon American wheat 
stocks; but American importations kept the 
price down — and low costs made it possible to 
maintain the English free trade system. 

Equally significant was the moral support 
given the Union cause by the organized work- 
ers of Europe. They saw the war as a struggle 
for human rights and, notably after tlie Eman- 
cipation Proclamation was issued, they brought 
powerful pressures to bear upon their govern- 
ments to compel the maintenance of neutral- 
ity. 

The successful blockade of the Confederate 
ports by the Union navy was another impor- 
tant factor. The South could not ship out its 
cotton — which it had hoped would win the 
tvar for it — and the result was that it was in- 
capable of obtaining foreign credits. In 1862, 
England was getting only 2.6 percent of her 
cotton imports from the South as compared 
with 80.2 percent in i860. 

Finally, after 1863, with the promise of 
emancipation and the arming of the Negroes, 
the Civil War became what the Abolitionists 
had urged from the start: a conflict to reassert 
the great doctrine of equality to which the 
Declaration of Independence had committed 
the United States. To this extent, the war was 
won by the Radical Republicans (as the Aboli- 
tiomsts now called themselves). 
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. LINCOLN AND THE RADICALS 


The Foutton of the Radicals The Radical 
Repubheans were cquahtanans Many of them, 
hU Horace Greeley and Thaddeus Stevens, 
were spokesmen for the nsing industrial cap- 
italism of the Nonh Many of them, like 
George W. Julian and Carl Schurz, were sin- 
cere advocates of homesteadism and Western 
expansion But at the same time they were loyal 
and dogged fighters in the cause of human 
rights, and the greatest of these was equahtv of 
opportumty m a regime of liberty and justice 
TTiey understood — as had the early Seekers, 
the Transcendentalists, the Jacksoruans — that 
the common man’s claim to equality of oppor- 
tumty was the only basis for a decent society 

To them, therefore, slavery was a great 
xsTong It was a vicious and reprehensible sys- 
tem that demoralized the South and debased the 
American people. Because it xvas imquitous 
and immoral, there could be no compromise 
with it Slavery had to be destroyed and Amer- 
ica's pledge to the common man — the realiza- 
tion of equahty — had to be reaffirmed In other 
words, the war, to be won, had to be fought 
ideologically. 

The policy of the Radical Repubheans, m 
the Congress, in the Cabinet, m the press and 
the pulpit, had economic and idealistic facets 
The Radicals sought the conversion of the 
American economy from a mercantile to an 
industrial one, in a chmate of liberty Also, they 
wanted to preserve the fruits of their victory, 
and this could be done only by winnmg the 
war the nght way The Radical conception of 
this war, therefore, ran as folloxvs The South 
was antagonistic to free insatuaons and a free 
way of life, and because the South’s pohocs, 
ethics, and psychology were dominated by the 
slai eowners, this class had to be destroyed. 

To defeat the South, total war was necessary, 
because this, in the long run, was the more 
humane. Only mihtaiy leaders who were 
aware of this could be trusted; hence, the sus- 
picion of General McQellan and others like 


him The economic and pohacal power of the 
great plantation owners had to be rooted up, 
hence, the demand for the confiscaaon and 
breakup of their estates Specifically, the pro- 
gram of the Radicals called for the use of these 
three devices (1) free the Negroes at once, 
(a) arm them and put them into Umon um- 
forms, (3) divide the confiscated estates of the 
rebel slaveowners among landless blacks and 
whites so that a large number of freeholders 
would be established m the new South to de- 
fend and preserve the institutions of freedom. 

On the first point, the Radicals were par- 
Qally successful, on the second, entirely so, on 
the third, they failed The failure of Recon- 
stnicaon may be hnked with this last. 

The Position of Lincoln Lmcoln did not 
read the purposes or the outcome of the war 
m these terms Originally, he beheved he had 
been elected only to preserve the Union, and, 
w’hde he regarded himself as an andslavery 
man, as late as i86i m his famous reply to 
Greeley he could say “My paramount object 
ui this struggle is to save the Umon, and is not 
either to save or to destroy slavery" This is 
why Lincoln persisted for a long time in pur- 
sumg his policy of hmited objectives He cod- 
dled the Border states (they gave him 50,000 
nfles, he said), he did not carry war into the 
deep South, he reprimanded General Fr6mont 
for freeing Negroes in Missoun and General 
Hunter for doing the same thing m South Caro- 
lina 

Lincoln, m his efforts to come to gnps with 
the slavery question, as he groped lus way 
toward a proper policy, was amazingly unreal- 
istia His program included the following (r) 
gradual emancipaaon, to be extended over a 
period of 37 years, that is, up to 1900, (1) 
emancipation by the states and compensation 
by them, (3) reimbursement of the states by 
the Federal government, (4) the colonization 
of freedmen, at federal expense, outside of the 
United States. This idea of colonization had a 
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strange fascination for Lincoln. He helped in 
the organization of one such project— which 
ended disastrously. As late as August, 1862, in 
addressing a delegation of Negro leaders, he 
could sav that the whites and blacks would be 
better off if tlicy U’cre separated — with water 
between them. 

Lhicoht Moves toirard the Radicals. And yet 
Lincoln — because he ivas a great man and a 
great leader — knew that he had to keep mot'ing 
toward the position of the Radicals The war 
was not being won; defeatism already was rais- 
ing its head at home; there always threatened 
European inten’cntion; he was alienating the 
great mass of Europe’s workers. 

The Emancipation Proclamation was his first 
step in the direction of the Radicals. It freed no 
Negroes — but it outlined a policy: the per- 
sistence of the rebellion would lead, as a re- 
prisal, to the emancipation of the Negroes in 
the Southern states. As far as the induction of 
Negroes into the Union armies was concerned, 
Lincoln was cautious. The Proclamation care- 
fully declared that “such persons of suitable 
condition will be received into the armed sen'- 
ice of the United States to garrison forts, posi- 
tions, stations, and other places, and to man 
vessels of all sorts in said services.” The Ne- 
groes were not to be active combatants; yet, 
by late 1863, Lincoln had again yielded and 
given his consent to the raising of both slave- 
Negro and frcc-Negro regiments. Altogether, 
before the war was over, 186,000 Negroes had 
seen serrnce in Union armies. 


The Question of Confiscation. Even on the 
most extreme demand of all, that of confisca- 
tion, Lincoln was not obdurate. The Radicals 
had pushed through Congress two Confisca- 
uon Acts but neither had been of any signifi- 
cance because neither had concerned itself xvith 
real property. Southern homesteadism, as the 
Radicals called it, was the only honest solution 
to the Negro problem in the South. Bills had 
been introduced in both Houses of Congress 
and one, in fact, had passed the lower House; 
the National Union League had approved, in 
1864, the subcommittee on resolutions of the 
National Republican Convention had brought 
the project before the party’s General Com- 
mittee. There was no achievement yeL But by 
July, 1864, even on this point, Lincoln had 
come around to the position of the Radicals. 
For an outstanding Radical, George W. Julian 
of Indiana, in his Political Recollections, re- 
ported a conversation in which Lincoln said 
he would sign a bill confiscating the real prop- 
erty of rebels, “if we would send it to him.” 

Nothing came of it, and the division between 
Lincoln and the Radicals was never closed. One 
may well raise the question whether Lincoln — 
in view of his great poliucal skill — ^would not 
have been more successful in the handling of 
Reconstruction than was Jolinson. Lincoln 
knew when to change his mind; Johnson, on 
the other hand, because of his origins and loyal- 
ties, from a certain point on was infle.xible. Re- 
construction failed — and its heritage sull sur- 
vives to plague us. 


4 . FIGHTING THE WAR 


Financing. The Union government — whose 
Treasury' Department was headed by Salmon 
P. Chase — used many devices for raising the 
great revenue needed for the war’s prosecudon. 

(1) It increased tariff rates — although the 
intention here was largely protectionist; but it 
did not get vciy^ much from this source. In 
1861, duties brought in only $36,000,000 and 
in 1864 only $101,000,000. (2) It expanded the 


excises, taxing according to no plan, with the 
result that the list was miscellaneous to an e.x'- 
traordinary degree. There xvere taxes on beer, 
liquor, and tobacco; on manufactures, railroads, 
and steamboats; on bank notes, advertisements 
and legacies; on legal documents; and on occu- 
pations. Here, too, the yield was unimportant 
— from all taxes, about $300,000,000. (3) It 
imposed taxes on personal incomes. The first 
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such levy, m August, j86i, placed a rate of j 
percent on incontes in excess of JSou Ehinng 
1861-6;, incomes benvcen $600 and Sstooo 
were taxed at 5 percent and those above at lo 
percent. With the war’s end, the exemption 
was raised to $2,000, and in 1872 the mcome tax 
was abolished Altogether, this tax brought in 
only $55,000,000 durmg the war years 
(4) More important was the Issuance of 
pper money. Treasury notes, and bonds. In 
all, the Treasury was authorized by Congress 
to prmt $450,000,000 m greenbacks, and these 
were to be regarded as full legal tender for all 
pnvate purposes and for all pubbc purposes ex- 
cept the payment of customs dudes and interest 
on the pubbc debt. Until 1 864, greenbacks — de- 
spite their depreciadon — could be used to buy 
bonds, which were to be redeemed m gold or 
“coin " (5) The Treasury floated issue after 
issue of Treasury notes and long-term bonds 
and employed every conceivable method to 
dispose of them Interest rates were high — 5 to 
7 3 percenc After 1863, bonds were sold at the 
market rather than at par. ‘The new national 
banks were forced to buy by Imkmg the nght 
of bank-note issue with federal bonds In only 
one way did the Treasury protect itself as a 
rule, redempdon was fixed at mdeterminatc 
penods (5 to 20 years, 10 to 40 years), thus per- 
mitting refundmg at more favorable rates at 
some future time In all, something like $1,600,- 
000,000 in bonds were issued 
Boom Dmes followed, as was to be expected, 
and mth the dearth of commodioes an extraor- 
dinary inflation occurred. The Umted States 
went off the gold standard at the end of i86i, 
the greenbacks were now legal tender and their 
presence and those of the bonds acted as vola- 
tile agencies. Pnees began to soar so that the 
greenback dollar was worth S; cents m July, 
1862, 77 cents in July, 1863, and it was worth 
on an average only 64 cents in 1864. It reached 
as low as 39 cents in July, 1864, After the war 
ivas over, in July, 1865, the greenback ivas 
worth 70 cents It was not until January i, 
1879, that the United States vvas back on the 
gold standard 


The followmg mdex numbers reveal what 
happened to pnees, money wages, and real 
wages during Ae war years ( 1926 = 100). 



Wholesale 

Money 

Real 

Year 

Prices 

Wages 

Wages 

i860 

60.9 

18.8 

309 

1861 

613 

188 

307 

1862 

71 7 

>9 3 

264) 

1863 

90.5 

22 X 1 

24.3 

1864 

1160 

252 

21.7 

1865 

132.0 

28x1 

21,2 

1866 

116 3 

29.8 

2545 


That IS to say, from i860 to 1865, prices In- 
creased almost 1 20 percent, while money wages 
Increased only about 50 percent, so that the 
real wages of workers declined more than 30 
percent. Labor therefore suffered bitterly and 
engaged agam and agam m strikes, very few 
of which were successful Trade umonism 
made only shght gams during the war It was 
not until 1868 that real wages were back where 
they had been in i860, and not untd 1878 that 
wholesale prices were at the levels also reached 
m the year i860 

Mobilizing Man Fenner The country was 
badly prepared for war, in fact, at the start, 
the regular army had only 16400 men and offi- 
cers. Resort, therefore, had to be made to call- 
ing up of state militias and volunteers, and to 
consenpoon in order to prosecute the war 
The second group, the volunteers, furnished 
the largest body of men It ivas not until 
March, 1863, that a national conscription act 
was passed Under it, all able-bodied males be- 
tween 20 and 45 years were declared hable to 
mibtary service. The draft machinery was put 
in charge of federal marshals and the umt of 
enrollment was made the congressional district. 
OpportumQes for enlistment were still granted 
so that, m effect, only deficiencies in quotas 
were to be made up by conscription. The sys- 
tem had many meqmoes, in view of the fact 
that drafted men (up to 1864) could buy ex- 
emptions for $300, or by furnishmg a substi- 
tute. The payment of bounties — which ran as 
high as $1,000 — to volunteers also complicated 
the situation. 
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The conscription law was unpopular and 
effons to enforce it led to widespread disturb- 
ances. The draft riots in New York City (July 
13 to 16, 1863) took a terrible toll of lives and 
property'. The rioters were in control of the 
city for a good part of the time Negroes and 
their friends were hunted down, assaulted, 
and killed, many parts of the city were fired. 
Tlic number of dead on both sides has been 
put berween 300 and 500. The draft was 
scarcely worth the effort, for it obtained only 

46.000 conscripts and 118,000 substitutes — 
and many of the latter “jumped” tlieir boun- 
ties 

Despite tliese difficulties an army was ob- 
tained and before the war was over had been 
whipped into a trained fighting force. Supply 
and communications improved, as did medical 
facilities. When hostilities ceased, more than 

1.580.000 different men had seen service in the 
Union armies. On the Confederate side, per- 
haps as many as 700,000 men had fought in its 
armies How the armies grew may be ascer- 
tained from these figures of the number of men 
confronnng each other at various times. In 
July, 1861; 186,700 Unionists against 111,000 
Confederates, in Januaty, 1863, 918,000 Union- 
ists against 446,000 Confederates; in January, 
1864, 860,000 Unionists against 460,000 Con- 
federates, 

Mobilizing Opinion. There was much more 
opposition to the prosecution of the war than 
has been commonly believed. For the most part. 


the opponents of the war were “peace” Dem- 
ocrats — particularly strong in Indiana, Illinois, 
and Ohio — ^who favored peace by negotiation 
on the basis of the recognition of the Confed- 
eracy. Some engaged in treasonable activity: 
they recruited for the enemy; sought to re- 
lease Confederate prisoners, and also acted as 
spies and agents. These antiwar groups cap- 
tured the Illinois and Indiana legislatures and 
virtually took these states out of the war. They 
also formed secret and terrorist societies called 
variously “Sons of Liberty” and “Knights of 
the Golden Circle” and known popularly as 
“Copperheads ” 

Against these dissidents, Lincoln moved with 
severity and dispatch. In districts where they 
were active he suspended the habeas corpus, 
imposed martial law, shut down newspapers, 
and ordered summary arrests. In all, more than 

1 3,000 such cases were reported. After the war 
was over, in 1866, the Supreme Court in Ex 
parte Milligan, found that tnals by military 
commission had been illegal. It should be said, 
however, that Lincoln was no dictator in the 
modem sense. Trials by military commissions 
were few; suppressed newspapers were per- 
mitted to resume after short periods of sus- 
pension; tliere was no general interference 
with freedom of speech; and party activities 
were never under the ban In fact, in the elec- 
tion of 1864, the Democrats openly denounced 
the war as a failure and called foi a cessation of 
hostiliues. 


y. THE MILITARY ASPECTS OF THE WAR 


The Anaconda Plan. Tlie general strategy of 
the war, devised by the aged Winfield Scott, 
commander-in-chief of die army, was in its 
larger outlines followed as planned. Using 
economic as well as militaty' measures, it called 
for the isolation and then strangulauon of the 
South as an effecrive fighting machine; for this 
reason, it v'as known as the Anaconda Plan. 
The full utilization of die Anaconda Plan en- 
comp.asscd the following; (i) The South was 


to be cut off from all contacts w'lth the outside 
world by blockade, this was to prevent cotton 
from getting out and railroad iron from get- 
ting in. (2) Southern ports were to be seized; 
hence expedirions were sent against Port Royal, 
New' Orleans, and Mobile, all of w'hich w'ere 
taken. Only Charleston was able to hold out. 
(3) The Southern fleet was to be driven from 
the high seas and its commerce destroyers 
tracked down. (4) Mexico was to be kept 
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neutral— and was (5) The western part of the 
Confederacy was to be cut off from the eastern 
part, and the eastern arrmes were to be over- 
whelmed by supenor forces and destroyed 
The general scheme was followed and the 
Southern defenses were broken down as the 
South tvas gradually isolated But Lmcoln’s 
Border state policy permitted supphes to flow 
mto the South, thus prolongmg the war, while 
he was reluctant to use devices — such as the 
arming of the Negroes — ^which would have 
succeeded m smothenng the South from the 
mihtary point of view It was not until 1863 
that the western Confederacy was separated 
from the eastern part, and not until 1864 that 
the lower South was detached from the center. 

The War m 1S61. With the outbreak of 
hostilities a horde of enthusiastic but untrained 
men descended on Washmgton the rebelhon 
was to be crushed in mnety days At Bull River 
on July 2 1 , two motley armies faced each other 
and after a day's fighting — which all Wash- 
ington streamed out to see — the Union forces 
were sent flying in retreat TTie Confederates 
were too spent to follow up their victory and 
Washmgton was saved 
Lincoln now summoned George B McQel- 
lan to take command of the army on the Po- 
tomac and m nine months he created a remark- 
able fighting machine McClellan was only 34 
years of age, had had a successful business 
career, and was a Democrat in pohacs He was 
no friend of the Negro, was contemptuous of 
the democranc processes, and detested Radical 
Republicanism and all it stood for In disregard 
of Congress and the press, he spent months 
whipping his men into shape, because he be- 
lieved he could crush the Confederacj' m a 
smglc campaign, he u’as prepared to bide his 
time until he was ready In the beginrung, Lin- 
coln protected McQcllan and, m fact, showed 
his confidence by nammg him commander-in- 
chief to replace Scott. The year ended with 
McClellan sdll training his men 
The War m 1SS2 It was not AlcQellan who 
struck first but U S Grant — and the openmg 
campaign occurred in the West. Grant, a West 


Pomter, had left the army and had struggled 
with poverty and dnnk as he grew mto nuddlc 
age When the avar broke out he raised an 
lUmois volunteer regiment and was made its 
colonel In a few months he was promoted to 
the command of a brigade and sent to Cairo, 
Ulmois. Famihar with the Mississippi country, 
he w^as aware of the fact that fifty miles up tbe 
Ohio River the Tennessee and Cumberland 
rivers entered it, and that the control of these 
tributaries opened the door into Tennessee, 
Alabama, and Mississippi The Confederates 
had placed forts on the two nvers and against 
these Grant moved swiftly. He took Ft. Henry 
on the Tennessee and proceeded to beseige Ft. 
Donelson on the Cumberland With the fall of 
the latter (it was here he gamed the soubnquet 
“Unconditional Surrender” because of the 
terms he imposed), Tennessee was completely 
exposed to the Umon armies Grant then 
moved against Shiloh, up the Cumberland 
River and mto the southern end of Tennessee, 
he sought to sever Mississippi and Alabama 
from the Confederacy m this campaign. He 
won a victory — but at such a heavy loss m men 
that his command was taken from him He had 
demonstrated his great capacity, however, and 
Lincoln was to fall back on hirni when all his 
other generals failed him 

The Pemnsular campaign was still languish- 
ing as McOcllan waited Fmally in March he 
was ordered to advance and he proceeded up 
the York Pemnsula But he had been stnpped 
of his command and three other armies had 
been set up m Virgima. The Confederates, al- 
though outnumbered, were led by Lee and 
Jackson, and their superior strategy and par- 
ticularly Jackson’s move against Washington 
compelled McOeUan to dig m Lee now at- 
tacked The Seven Days’ Battles (June 26-Jnly 
i) for Richmond took place, and McClellan re- 
tired to the Peninsula 

Halleck, who had been placed over Grant in 
the West, was at this pomt called to Washing- 
ton and made commander-m-chief. His effort 
to cover Washington led to Pope’s defeat at 
the second battle of Bull Run at the hands of 
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Lee; Lee now’ pushed into Marj'land. AlcCiel- 
lan was summoned north to meet him and the 
decisive banle of Anuetam took place in west- 
ern Marj’Iand (September 17) and Lee was 
forced to retire. It is true Lee escaped from a 
trap; but Antietam was important because it 
was the North’s first great victor)’. It pre- 
vented European recognition of the South and 
it gave Lincoln a chance to issue the prelimi- 
nary Emancipation Proclamation. But McClel- 
lan’s inability to take either Lee or Richmond 
led to his being relieved of his command once 
more; in fact, it was the last time, and his 
militai)’ career was over. 

Whether this was a mistake or not it is hard 
to say. True, the Army of the Potomac was 
now a superior fighting force, it is equally true 
that McClellan’s strategy in the Peninsula Cam- 
paign was the same one that Grant followed to 
victory ttvo years later. But McClellan was un- 
trusnvorthy politically and he refused to see 
eye to eye with Congress as far as the war's 
purpose was concerned. If one accepts the 
Radicals’ theory of the war, McQellan was a 
dangerous man. 

The IVar hi 1S63. This year saw the final 
success of Grant’s mitial strategy; the separa- 
tion of the western Confederacy from the east- 
ern half. It also saw the failure of Lee’s effort 
to bring the war into the North; die uldmate 
decision, it was evident, could not rest with the 
Confederacy. Beginning in the early spring. 
Grant moved south from Memphis and was 
accompanied by Porter’s gunboats on the 
Mississippi. Then Grant struck across country 
and in 18 days marched 200 miles. He won five 
batdes, he took 8,000 prisoners, and he lay 
siege to Vicksburg. Tlie cit)’ capitulated July 
3, and now the Mississippi was open from New 
Orleans to St Louis. 

The Union armies of the East — this time 
commanded by Hooker— once more sought to 
enter Virginia. Lee and Jackson attacked, and 
at Chancellorsvillc (May 5) Hooker was 
routed. But in tins batde Jaclcson was fatally 
wounded by his own men — an irreparable loss 
for die Confederacy. A second unic Lee tried 


to invade the North and with a great army 
swung into southern Penns)’lvanin. He was met 
by Meade and for three days (July 1-3) the 
batde of Gett)’sburg was fought. The Union 
soldiers held and Lee was permitted to retire. 
Meade might have cut him to pieces; but it was 
only a matter of dnie now. For Lee’s best men 
were gone and the hope of European support 
had permanendy vanished. 

The War m iB6^. In this year, the second 
part of Grant’s strategic plan was realized: the 
lower South was cut off from Virginia. The 
Army of the Cumberland had been put under 
Grant in 1863 and as a result of the Confederate 
defeat at Chattanooga (November 24) the way 
was open into Georgia. Grant w'as called to 
Washington and Sherman w’as left in charge 
of the Umon armies numbering 100,000 men. 
Beginning in May, 1864, and extending his 
lines of commumcation, Sherman pushed into 
Georgia and marched on Atlanta, w'hich he 
took on September 2. Then he cut himself 
loose from his supplies and proceeded to live 
off the country as he marched to the sea. 
A campaign of deliberate destruedon was 
launched: across a stretch sixty mOes in width, 
the Union soldiers burned and seized ever)’- 
thing that could be of any possible use to the 
Confederacy. Sherman appeared before Sa- 
vannah on December 10 — after a two months' 
march— and took it. The way up the Carolma 
coast W’as clear. 

At the same dme Grant was fighdng in 
Virginia. He had been made commander-in- 
chief in March and Lincoln expressed the full- 
est confidence in him. Beginning in May, Grant 
began that series of bloody engagements 
know'n as the Batde of the Wilderness; in a 
single month Grant’s casualties w’ere 55,000 to 
Lee’s 30,000. The w'ar of attrition tvas in full 
sw’ing and it w-as apparent that Lee could not 
suffer such extraordinar)' losses. Lee redred to 
Petersburg and Grant locked up the Confeder- 
ate army here for nine months Then the coun- 
tr)' really lost heart and defeatism swept it. It 
was at this time that the greenback dropped to 
39 cents. 
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Tbe Election of 1SS4 It was m Such an 
atmosphere that the presidenaal contest of 
(864 was waged The Radicals had never lost 
their suspicion of Lincoln, and it was only 
heightened when his plans for the Reconstruc- 
tion of the seceded states were made public. 
Lmcoln announced that his key to Recon- 
struction was the recstabhshtnent of the “nor- 
mal relations tvith the Union” as quickly as 
possible At this the Radicals took alarm, now 
they were certain that Lincoln not only mis- 
understood the purposes of the war but was 
prepared to betray mem To them the war and 
the peace — the revolunon, m fact — could be 
defended only by the protecoon of the avil 
rights of the freshly emanapated Negroes and 
the economic gams mdustnal capitahsni had 
won Against Lmcoln’s “normal relations” 
therefore the Radicals juxtaposed the “con- 
quered provmce" theory. The seceded states, 
in other words, were to be readmitted only 
after they had been purged of rebels and re- 
bellions attitudes 

Lincoln acted first. In December, i86j— 
after Tennessee, North Catohna, Arkansas, 
Louisiana, and \Trguua tiad been presumably 
Conquered and mihtary governors appomted— 
Lincoln announced that when 10 percent of 
the 1860 qualified voters of these states had 
taken an oath of allegiance and set Up legal 
governments he wotdd then recogni^ 5 ic 
states as having resumed their proper relations 
With the Union This infuriated the Radicals 
Congress had not been consulted, Lincoln’s 
terms Were not only mild but they imposed no 
guarantees The re^t was. Congress took Re- 
construction into Its own hands and passed the 
VVade-DaVis bill in Jtme, 1864. This was based 
on Charles Sumner’s conception that the se- 
ceded states had committed suicide, they were, 
therefore, only territories and were to be ad- 
mmistercd by the Federal government. The 
bill abolished slavery in the rebel states. Then, 
after the msurrecaon had been crushed, all 
irhitt males Wefe to be enrolled by federal 
marshals and asked to stvear allegiance to tlic 
Umon. When a majority m any state had done 
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so, a constitutional convention was to be sum- 
moned; and the constitution it drew up was to 
be ratified by a majority of the voters Only 
then might the President of the United States, 
with the consent of Congress, proclaim 
the establishment of the new state govern- 
ment. 

Lmcoln vetoed this bill on July 4, 1 864. And 
the Radicals struck back m a bitter manifesto 
This was an attack on their own party candi- 
date, for Lmcoln had bten renominated by the 
Repubheans on June 7. Andrew Johnson of 
Tennessee, War Democrat, was named his mn- 
nmg mate Lmcoln had no confidence in his 
own rcelecnon, nor did the Radicals, for that 
matter, for they proceeded to look about for 
another candidate from among their own num- 
ber. Davis of Maryland, who Was party to these 
conversations, expressed himself as follows; 
“There are hundreds of thousands who think 
that Mr Lmcoln cannot suppress the rebeUion, 
and they are anxiously casting around their 
eyes, m this hour of deep agony, for a man of 
mind and imll who is able to direct the na- 
tional power to the suppression of the rebel- 
hon” 

The Democrats, aware of this division, did 
not meet until August 29; they adopted a peace 
plank and nommated McClellan But m Sep- 
tember, Sherman had taken Atlanta and the 
South was dismembered. The Radicals stopped 
plotting, Frfmont, who had been named to 
head an independent ticket by hlS German 
admirers in the Middle West, withdrew his 
candidacy, and the way was clear for Lmcoln’s 
rcelecnon. With only the Union states voting, 
Lincoln earned all but Kentucky, Delaware, 
and New Jersey But there were large McOel- 
lan mmonues m New York, Pennsylvania, 
Ohio, Indiana, and lUinois, too, Lincoln’s 
popular majonty did not exceed 400,000 votes. 

7 'he End of tbe iV or , This Was the beginning 
of the end as far as the South was concerned. 
A negotiated peace was sought, but when the 
discussions faded, Lee abandoned Petersburg 
and, on April 4, Grant entered Richmond. Five 
days later Lee Surrendered the pitiable rem- 
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nants of his army to Grant at Appomattox and died the next morning without having rc- 
Court House. On Good Friday, Apnl 14, covered consciousness. Andrew Johnson — 
Abraliam Lincoln held his last Cabinet meeting whom the Radicals were disposed to regard 
and in the evening went to the play. He was with greater friendliness — was President of the 
shot down by the actor John Wilkes Booth Um'ted States. 

6. THE TTUUMEH OF INDUSTRIAL CAPITALISM 


The war was being won on the field and on 
the floor of Congress, and not only was slavery 
abolished but the progress of industrial capital- 
ism was now at last assured. To tins extent, the 
Republican party was responsible for the Sec- 
ond American Revolution. For the control of 
the Federal government during the war years 
gave the Republicans the opportunity to cariy' 
out the economic program — and more — that it 
had promised in its platform of i860. The in- 
dustrial capitalist of America recovered the 
opportunities of expansion that had been 
choked off as a result of the domination of 
public affairs by the slave owners and their 
allies for more than a generation. To this end, 
several important economic matters were en- 
acted by Congress during the Civil War years. 

Protective Tariffs. Morrill of Vermont had 
introduced a tariff bill during the Congres- 
sional session of 1859-60 and the House had 
passed it; but the Senate had refused to follow 
suit. With the Southerners gone from Wash- 
ington, the lame duck session of Congress early 
in 1861 passed the bill and President Buchanan 
signed it on March 2. This measure merely re- 
stored the rates of 1 846. The Republicans were 
not ready to stop here. 

From 1861 to 1864, a stream of new bills ap- 
peared and with only casual debate xvent 
through the legislative mill. Said their de- 
fenders; new revenues xvere needed to finance 
the war, also, domestic manufacturers required 
compensation for the excise taxes they were 
being called upon to pay. At the end of the 
Qvil War, the average rate on dutiable goods 
stood at about 47 percent as compared with the 
18.8 percent at its beginning. 

Tariff revision — usually upward — continued 


during the whole Reconstruction period. In 
1867, the wool and woolen industries got new 
rates; in 1S67, the duty on copper was raised 
si-xfold; in 1870, steel rails were put on the 
protected list. In 1870, rates were cut some- 
xvhat, in 1875, the reductions were restored. 
Even the Eastern Democrats, by tliis time, 
were reluctant to tamper with the protective 
system and it remained essentially untouched 
until the Wilsonian Democrats sat down to re- 
vise Its rates radically downward m 1913. 

There was an ironic turn to protectionism 
that led to curious consequences. High sched- 
ules, presumably, were supposed to make im- 
ports prohibitive; and yet foreign goods con- 
tinued to pour in. So much so that during the 
decades 1870-90 every year saw almost an 
annual surplus of $100,000,000 in the Treasury 
— produced by the tariff duties. The govern- 
ment used these funds to redeem the Civil War 
bonds, thus embarrassing the national banks; it 
spent generously on rivers and harbors, thus 
fulfilling another campaign promise of i860; it 
began — after 1883 — to modernize the navy; it 
encouraged the enactment of generous pen- 
sion legislation for Civil War veterans. Here 
was a fascinating example of having one’s cake 
and eating it too. The Republican party had 
protectionism and at the same time it could 
claim the grateful support of the Grand Army 
of the Republic! 

The National Banking System, The wildcat 
banks of the antebellum West and South had 
plagued legitimate business enterprise for a 
long nme. When the war broke out, banking 
was still unregulated. The war produced a new 
crop of problems. As war orders and bonds be- 
gan to pour from Washington — along with the 
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suspension of specie payments — a sharp infla- 
Qon set m Bank-note issues multipUed, new 
banks sprang up, and once more there began to 
walk the specters of an unsound paper cur- 
rency and of banking failure because of the 
absence of a reserve system By 1863, there 
were 1,600 banks of issue svith about la.ooo 
different kinds of notes in curculation. 

The Treasury took two important steps to 
stabilize banking — and both steps were more 
than wartime measures To make possible the 
ready absorption of federal bonds and to create 
a sound system of banks, under naaonal con- 
trol, Congress passed the National Banking Act 
of 1863 (rewritten in 1864) Second, state bank 
notes were virtually outlawed when, m Alarch, 
1865, an annual tax of 10 percent wtis imposed 
upon them. 

By the banking law, commercial bankmg 
institutions might be incorporated under fed- 
eral charter. Such banks were to have the nght 
of note issue, but only against Umted States 
bonds, which were to be deposited with the 
Treasury In the first place, such bonds were to 
be equal to at least one third of the bank’s 
capital and not less than $30,000 m amount, m 
the second place, notes could be issued only up 
to 90 percent of the market value of the bonds 
The maximum national bank-note issue was set 
at $300,000,000 

The law also set certain reserve requirements 
for national banks Country banks had to mam- 
tain reserves of 15 percent of specie and lawful 
money, “reserve" city banks had to have re- 
serves of 25 percent Part of such reserves could 
be mamtamed in New York Qty banks, subse- 
quently, Chicago and St. Louis were also de- 
nommated "central reserve” cities By the 
seventies, nine of Nexv York Qty’s banli held 
two thirds of bankers’ deposits In this way, a 
central banking system of sorts was set up, with 
these differences note issue was based on bonds 
rather than on gold or commercial paper, there 
was no rediscount function estabhshed any- 
where, and the reserves had no central control 
But wildcat bankmg, at least, was a thmg of the 
past. 
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In time, the national bankmg system mani- 
fested serious defects (i) Rural districts were 
bemg discnmmatcd against because of the high 
capital requirements for the establishment of 
banks (2) Tiemg bank notes to bonds pro- 
duced an mverted elasticity — so that there 
were no checks anywhere on the expansion 
and contraction of credit. When busmess xvas 
boormng, bond pnees dropped, with the result 
that banks bought and thus expanded their note 
issues When busmess was dechnmg, bonds sold 
at premiums, so that banks got rid of their hold- 
mgs and thus contracted their loan portfolios. 
(3) Also, the concentration of reserves in New 
York led to most of the money bemg put out 
at caU on brokers’ loans There was no ma- 
chmery to direct the reserves for the rehef of 
distressed areas In consequence, m penods of 
emergency when reserves were called home, 
secunty markets were left unsupported and 
depression therefore spread out from New 
York m widemng ctreJes. This is what hap- 
pened in the depressions of 1873 and 1893 It 
was not until 1913, when the Federal Reserve 
System svas set up — mdeed, not until 1935, 
when the act was thoroughly overhauled — that 
many of these defects were rectified. 

The Homettead Act The Repubhean party 
fulfilled another of its campaign pledges with 
the enactment of the Homestead Act of 1862. 
Under it, heads of fanuhes or mdividuals 21 
years of age or over, who were citizens or de- 
clarants, might receive free a quarter section 
(160 acres) of land from the pubhc domain 
Final title was to be entered after a five-year 
residence and the erection of an improvement. 
Other devices facilitated the qmck settlement 
of the pubhc lands Great tracts were given to 
railway companies and these began to sell land 
at once— and at low pnees Land might be 
purchased from the states, which had received 
grants to facihtatc mtetnal improvements and 
for the financmg of pubhc schools In 1862, 
too, such holdings had been enormously m- 
creased through the passage of the Momll 
Agncultural College Act, which gave every 
state establishing a pubhc agncultural college 
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30,000 acres for cacl» representative it had in 
Congress. 

It should not be assumed that as a result of 
the Homestead Act most settlers obtained their 
preemptions for nothing. Indeed, there were 
many notorious evils associated with America’s 
land system under which fraud and engross- 
ment flourished. Many great fortunes were 
made out of land grabs and land jobbing. The 
point is this however: settlers bought lands but 
they bought tliem at low prices; and the West 
was settled quickly by freeholders. In no other 
countT)' in the world were so many operators 
of farms also the owners of them. Despite all 
its faults, homestcadism was one of the great 
cornerstones of the American democraoc sys- 
tem, fulfilling the hopes entertained for it by 
George W. Julian, one of the Radical Repub- 
licans: “Should it [the Homestead bill] become 
a law, the poor white laborers of the South 
as well as the North would flock to the terri- 
tories, where labor would be respectable, our 
democratic theory of equalit)' would be put in 
practice, closely associated communities could 
be established os well os a system of comition 
schools offering to all equal educational op- 
portunities.” 

Pacific Railivays. With Southern opposition 
finally silenced, the Republican party could 
enact another of its great projects: the crossing 
of the continent by at least one Eacific railway. 
In July, 1862, two federal corporations were 
chartered, the Union Pacific — to build west 
out of Omaha to the eastern boundary of 
California — and the Central Pacific — to build 
eastward from the Pacific coast until it effected 
a juncnirc with the Umon Pacific, Generous 
support was rendered the railway companies. 
They were given the rights of way, protected 
from marauders, and granted free use of timber, 
earth, and stone from the public lands. More 
important were the land grants and federal 
loans. Following the precedent established in 
the Illinois Central charter of 1850, the govern- 
ment voted the Pacific railways huge land 
grants, to wit, twenty sections (in alternate 
plots on each side of the fight of Way) for 


cver)’^ mile of track laid down. The Federal 
government also pledged its credit to assist die 
builders. Originally taking a first mortgage, 
tiicn making its claim a junior hen, the govern- 
ment lent the compames $16,000 for every mile 
built in level countr)', $32,000 for every mile 
built in the foothills, and $48,000 for ever)' 
mile built in the mountains. In May, 1869, both 
lines were fimshed when a juncture was 
achieved at Promontory Point, Utah. Great 
frauds attended the building of both lines, par- 
ticularly through the use of dummy construc- 
uon companies. It may very well be that costs 
were doubled; and, of course, a few individuals 
profited, thus laying the bosis for great private 
fortunes. But the roads were built and the 
continent spanned. 

In all, during the sixties and seventies, four 
other Pacific railways were chartered and each 
received land grants, some of the terms being 
even more generous than those offered the 
Union Pacific. From 1850 to 1873, when a stop 
wos put to the practice, 155,500,000 acres of 
land were voted by Congress to land-grant 
railways, and of this amount, 131,400,000 acres 
were certified and finally patented. The money 
loans came to a ver)' large sum. Tlie Union 
Pacific got $27,200,000 in federal bonds, the 
Central Pacific got $25,800,000; four lesser 
companies received $11,500,000. By 1890, 
through the failure to pay interest, these ac- 
crued charges were ougmented by another 
$50,000,000. 

binnigratioii. The Republican party had 
promised a federal immigration pohey. This 
pledge Congress fulfilled when m 1864 it estab- 
lished an Immigration Bureau and also wrote 
a contract labor act. Although the latter law 
was on the statute books for only four years, 
contract laborers continued to enter the United 
States Until 1885. American industry Was thus 
assured a steady labor supply from Europe 
and the Orient; indeed, it was not until the late 
eighties that any attempt was made to put im- 
migration even on a mildly selective basis. All 
could come — the old and young, the destitute 
and even the ill. And immigrants poured in. 
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In the iifocs, immigration had accounted for an 
addition of 2,600,000 to our population, in the 
settles, despite the war, the total ivas 2,300,000, 
in the seventies it was 2,800,000 These were 
our day laborers and our Western settlers, in 
a generation they were to become Amenca’s 
skilled workers and agricultural freeholders 

To this extent, then, the program of the 
Civil War, as a revolution, was magnificently 

7 . THE FAILURE OF 

The Old Radicals and the Neav Radicals 
Reconstruction failed because the Abolition- 
ists had no successors Dunng the Civil War 
the Radical Republicans were really made up 
of two factions which remained m alhance 
until the conflict was over. These may be called 
the Old Radicals and the New Radicals Both 
were in agreement on this basic point the War 
could be won only by the freemg and arming 
of the Negroes and the smashmg of the eco- 
nomic and political power of the slave lords. 
The Old Radicals-— the Abohdomsts — were 
committed to this program for moral and emo- 
uonal reasons, the New Radicals accepted it 
for political ones, largely Wholeheartedly the 
younger men of Congress — Conklmg of New 
York, Blaine of Maine, Sherman and Garfield 
of Ohio — followed the lead of their elders, 
they believed m the nsmg star of mdustnal 
capitalism, they completely accepted the tactic 
that the war had to be waged uncompromis- 
ingly. But they were too young themselves to 
have suffered m the Abohuonist crusade, and 
Negro emanapation, for them, was not a burn- 
ing faith but a weapon When the war was 
over, the New Radicals took over control of 
the Repubhean party The test of Reconstruc- 
tion — the establishment of civil and economic 
equality for the Negro and the poor whites, 
as well — really hinged on the land question. 
The Old Radicals, as early as 1861, had de- 
manded the confiscaoon Of the great estates of 
the rebel leaders and their dlstribunort among 
the landless They had not succeeded in the so- 


achieved It freed mdustnal capitalism, and 
permitted it to mechamxe our production, ex- 
pand our prodncnyity, increase our national 
mcome, and make Amencan real wages the 
highest on the earth. The Civil War had also 
started out by holding out the promise of 
eqnahty for the Negro Here it failed The 
processes of Reconstruction therefore require 
examination. 


RECONSTRUCTION 

called Confiscation Acts of 1861 and 186a. 
With the war over, Stevens and Sumner re- 
turned to the attack but agam they were un- 
successful, In fact, as early as 1871, it was al- 
ready becoming evident that Reconstruction 
was not to succeed. 

The New Radicals wanted peace. As rep- 
resentatives of industrial capitalism, they saw 
that the South was an important element in the 
establishment of a vast domestic market. South- 
ern products were needed at home and to help 
balance international payments abroad. South- 
ern coal and iron could be exploited by the 
investment of Northern capital Southern rail- 
roads could be built, factones erected, cmes 
funushed with pubhc utihties — always pro- 
vided the section was prepared to cooperate 
with Northern capital To achieve this, a po- 
litical settlement was imperative. The South 
was pennitted to "redeem” itself, with the tacit 
consent of the New Radicals. 

Why, then, were the New Radicals pre- 
pared to qmt the South? It was because Aey 
had entrenched themselves so firmly m the 
North and West that there was httle danger 
of the recapture of pohncal power by an agra- 
rian alliance In fact, the first real threat to m- 
dustnal capitalism did not come until 18961 
and when Bryan was defeated, it was apparent 
that an epoch had ended. The Second Amer- 
ican Revolution was secure 

Reconsmiction m Congress. At first, the 
Radicals were prepared to regard Andrew 
Johnson as their man he favored the Wade- 
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Davis program for Reconstruction and he was 
bitterly hostile to the great slave-owning plant- 
ers. But the Radicals failed to reckon with these 
facts: as a Southern yeoman white — one of 
those to whom Helper had appealed — Johnson 
equally disliked the Negroes, and he was dis- 
trustful of industrial capitalism and all its 
works. Johnson, in short, was a Jacksonian; but 
a Jacksonian only as far as the white small 
farmers and petty artisans were concerned. By 
the end of 1865 tlie Radicals were aware of 
this and they turned with implacable fury on 
Johnson. They destroyed him politically, all 
but drove him out of office, and proceeded to 
take over tlic processes of Reconstruction into 
their own hands. From 1865 to 1870 the Radi- 
cals sought to reorder the political and eco- 
nomic institutions of the South, but by 1871 
they were already retiring. 

In May, 1865, Johnson announced the presi- 
dential program for Reconstruction. He was 
willing to grant a general amnesty, and he was 
prepared to recognize “loyal" states and re- 
admit them into the Union. This was to be on 
the following terms: constitutional conven- 
tions were to be summoned in which might 
participate all those whites who had taken an 
oath of allegiance or received presidenual par- 
dons (Negroes were not included); such con- 
venuons were to repeal the ordinances of se- 
cession, repudiate the Confederate debts, and 
abolish slavery. By December, 1865, all of the 
seceded states but Tc\as had fulfilled these re- 
quirements and were once again members of 
the Union. The loyal states and the Southern 
states proceeded to ratify the Thirteenth 
Amendment, freeing the Negroes, and in De- 
cember, 1865, it became a part of die Consti- 
tution. And then Southern legislatures sat 
down to enact codes to curb vagrancy and 
establish judicial processes particularly appli- 
cable to the Negroes. These were the notorious 
“Black Codes": the real reason for them Mas 
to maintain the freedmen in an unequal civil 
and economic status. 

The Radicals realized it was necessary to 
abandon Johnson. They set up the Joint Com- 


mittee of Fifteen on Reconstruction; they kept 
Southern Congressmen and Senators from their 
seats, and they entered the Congressional elec- 
tions of 1866 against Johnson and defeated him. 
Then they took over and set to m ork to undo 
all of Jolinson’s labors. Congress voted the con- 
dnuance of the Freedmen’s Bureau (a general 
relief agency); it put Negro civil rights under 
the protection of the federal courts, and it 
passed the Fourteenth Amendment, which the 
Joint Committee had drawn up. By December, 

1866, all the Southern states but Tennessee 
had rejected the Fourteenth Amendment. The 
war \\ as on again, in the eyes of an Old Radi- 
cal like Stevens who, in January, 1867, could 
say; 

If impartial suffrage is excluded in the rebel states 
then every one of them is sure to send a solid rebel 
representauve delegation to Congress, and cast a 
solid rebel electoral vote. They, with their kindred 
Copperheads of the North, would always elect the 
President and control Congress. . . . Now you 
must divide them between loyalists, without re- 
gard to color, and disloyalists, or you will be the 
perpetual vassals of the free-trade, irritated, re- 
vengeful South. 

The New Southern Coustitutwns, In March, 

1867, by the passage of the First Reconstruc- 
tion Act, Johnson’s reconstructed states were 
superceded. This law placed die Southern 
states (all but Tennessee) under military law; 
proclaimed universal Negro suffrage; called 
for the summoning of new conventions from 
M'hich outstanding Confederates were to be 
excluded; and demanded that state legislatures 
were to ratify the Fourteenth Amendment. 
Only after Congress had approved these xvorks 
xvcrc the military governors to be withdrawn 
and Southern representatives admitted to their 
scats. 

The conventions met and in all the states but 
Virginia were dominated by Republicans made 
up of Negroes, loyal whites (the so-called 
scalawags), and Northerners (the so-called 
carpetbaggers) who had come South as agents 
of the Freedmen’s Bureau and as small cap- 
italists looldng for business opportunities. 



INTRODUCTION 


These men wrote the new constitutions of 
1868-70 The documents were hberal and frc- 
qoendy highly progressive. They established 
nnivetsal manhood suffrage (white and black) 
and they disfranchised the leaders of the Con- 
federacy. But they went beyond this, for they 
were equahtanan codes which sought to guar- 
antee the avd and economic rights of all small- 
property oivners (Interestingly enough, long 
after redempoon, these constitutions were re- 
tained by the Southern states, in fact in some 
as late as 1902 ) 

These provisions were to be found in many 
of the neiv constitutions Negroes were en- 
franchised and were granted full and equal 
civil rights The property nghts of women 
were protected A system of free and mixed 
educanon was set up Local governments were 
reorganized and given a greater measure of self 
rule The judiciary was placed under popular 
control Imprisonment for debt was abolished 
Property qualificaaons for voting and holding 
office were done away with. Nesv tax systems 
were created based upon umform rates of as- 
sessment on all types of property Welfare 
agenaes and insatucions — orphanages, asy- 
lums, homes for the bbnd and deaf — were 
established 

The new legislators were incxpenenced and 
badly led Undoubtedly, there were adven- 
turers among them They left the Southern 
states with a heavy burden of debt But a good 
part of this mdcbtedness grew out of the fact 
that in their zeal to erect pubhc improvements 
and build schools, the Reconstructionists fell 
into the hands of dishonest promoters. Partic- 
ularly was this true of railroad construcaon, 
in connection tvith which Southern states 
guaranteed the pnnciple and interest of pnvate 
bond issues Also, many of the states had to 
sell their bonds at sizable discounts m North- 
ern money markets The question of corrup- 
tion obscures the mam issue, in any case (Pub- 
lic morals were at a low pomt all over the coun- 
try ) The Reconstructiomsts must be judged 
in terms of their intention, and here — there 
can be no doubt — they were honest and sin- 
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cere They sought to make the idea of equality 
work. 

The Election of 1S6S From 1866 on, John- 
son had been resistant and in February, 1868, 
the House impeached him He appeared for 
trial before the Senate the next month and 
failed of conviction by a smgle vote Mean- 
while, the presidennal campaign of 1868 was 
under ivay The Democrats named Horatio 
Seymour of New York and F B Blair of Mis- 
souri, they endorsed the Johnson pohcies, de- 
nounced Congressional Reconstruenon as “un- 
consotutional, revolutionaiy and void,” and 
came out for a mild form of paper inflation 
The Repubbeans nommated U S Grant and 
Schuyler Colfax of Indiana They approved of 
what was takmg place in the South, sang the 
praises of their candidate, and adopted as their 
slogan the concluding words of Grant’s letter 
of acceptance “Let us have peace ” Grant won 
by a vote of 2 14 to 80 in the electoral college, 
although his popular majority was only 310,- 
000, out of 5,716,000 votes cast. In the elec- 
tion, Louisiana and Georgia voted for Seymour 
as did also Kentucky, Delaware, and Maryland 
among the Border states These were signs for 
all to read 

The Redetnption of the Southern States. 
From 1871 on. Congressional mterest m the 
South deebned The Old Radicals were disap- 
pearing, the New Radicals now dorranated the 
Repubbean party They refused to mterfere 
as the Southern redempSonists (we call them 
the Bourbons) disfranchised the Negroes and 
seized power m the mterests of a new large- 
property group in the South The Negroes 
were not disfranchised by law, but by mnmi- 
danon, threats, and violence they were per- 
suaded to jom the Democratic party or ab- 
stain from votmg The Ku Klux Klan, which 
flourished m the South during 1868-71, used 
murder to obtam submission Beginmng with 
1869, the white groups— led by the Bourbons 
—regained power in the Southern states dur- 
ing 1869-71 m Tennessee, Virgmia, North 
Carobna, and Georgia, dnnng 1874-76 m Ala- 
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baiiia, Texas, Arkansas, and Mississippi; and laws. And in 1872, also, all but a verj' small 
in 1877 Elondn, I^uisiana, and South Giro- remnant of the former Confederate leaders 
hna. In 1872, the Freedmen’s Bureau went out were restored their civil rights. The South, 
of existence; in the same year Washington again, had a leadership, and the Solid South ap- 
stopped sending federal troops into the South pcared to proclaim the triumph of Bourbon- 
to assure tlic observance of federal election ism. 




THE TARTY PLATFORMS OF i860 


The party platforms of the i860 campaign 
coold not avoid the issue of the impending 
crisis As Its name implies, the Constmirional 
Union party was for mamtaming national ex- 
iitence by stressing bonds and ignormg ten- 
sions, Its convention met at Baltimore on May 
9, i860, and named John Bell of Tennessee for 
President and Edward Everett of Massachu- 
setts for Vice President. 

None of the other parties in the canvass 
chose that summary method of rcsolvmg the 
simation. The Repubheans, who met at Chi- 
cago on May 16 and named Abraham Lancoln 
of Illinois and Hannibal Hamlin of Maine as 
their standard bearers, disappointed the Aboh- 
tionists in declaring merely for temtonal lim- 
its to slavery But on economic quesaona their 
forthright planks were calculated to attract 
votes in the industrial East and the agrarian 
West, The Republican platform appealed to 
manufacturers, railroad promoters, Western 
men who wanted readier access to the land, 
and such seaboard workers as might be won 
from the Democratic party by the promise of 
free homesteads on the pubhc domain, 

The Democrats divided. The last major 
American institution still existing on a nation- 
ivide basis was shattered The Democratic 
party met in convention at Charleston In Apnl 
and spilt, with the main body reassembling at 
Baltimore on June i8 It named as its candi- 
dates, Stephen A Douglas of Ilhnois and Ben- 
jamin Fitzpatnck of Alabama. The minonty 
met, first at Baltimore and then at Richmond 
in June, when it nominated John C Breckin- 
ridge of Kentucky and Joseph Lane of Ore- 
gon. 

The campaign proceeded in the atmosphere 
of bitterness and intrigue, of pohncal jockey- 


ing and conflict of prmciple which had char- 
acterized the party conventions. Loud threats 
came from the ^nth In the North, a split 
threatened as New York merchants became In- 
creasingly sensitive to cancellations of orders 
by Southern buyers It was plam that neither 
the Douglas Democrats nor the Constitutional 
Union party could, alone, defeat Lincoln) but 
a fusion of the tivo might take the state from 
the Repubheans In an election as close as this 
was likely to be, no party could win without 
the electoral vote of New York And if no 
candidate secured a majonty of the electoral 
vote, choice of a President would fall to a 
House of Representatives voting by states The 
“secnonal" Republican candidate would be de- 
feated, It was also entirely possible that the 
House would be unable to make that decision; 
it had been unable to name its own Speaker by 
majonty vote at the previous session. The Con- 
stitutional mterregnum between election and 
inauguration m March was diflBcult enough, 
but such an interregnum when no succeeding 
President had been chosen might easily lead 
to anarchy 

The plan for fusion against Lincoln failed 
in New York. The Repubhean campaign was 
cleverly handled. The anoslavery issue was 
soft-pedaled; appeal was made to the necessity 
of preserving the Union, Westerners were 
promised homesteads and a Pacific railway, and 
Pennsylvania and New Jersey manufacturers 
were won over by protectionism, Lincoln re- 
ceived only a popular plurality, but he obtained 
a majority m the electoral college, it was sig- 
nificant that not a single Southern vote was cast 
for him 

The platforms are repnnccd from the of- 
ficial proceedmgs of the conventions. 
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The Comtitiitioiml Union Platfomi 


Whereas, Experience has den)onstrated that Plat- 
forms adopted by the partisan Conventions of 
the countr)’ have had the effect to mislead and 
deceit c the people, and at the same rime to widen 
the political divisions of the countrj', by tlie crea- 
tion and encouragement of geographical and sec- 
tional panics, therefore 

Resolved, that it is both the part of patriousm 
and of duty to rcccffiiize no pohttcal prinaplc 
other tlian the Constitution of the Coontky, 
THE Union of tiil States, and the Enforcement 
of the Laws, and that, as representatives of the 
Constitutional Union men of the country, in Na- 
tional Convention assembled, we hereby pledge 
ourscUcs to maintain, protect, and defend, sepa- 


rately and unitedly, this great principle of public 
hbert}’’ and nanonal safetx', against all enemies, at 
home and abroad, believing that thereby peace 
niay once more be restored to the countr}', the 
rights of the People and of the States reestab- 
lished, and the Government again placed m that 
condinon of justice, fratemit}^ and equalit}', 
which, under the example and Constitution of our 
fathers, has solemnly bound ever}' citizen of the 
United States to mamtam a more perfect union, 
establish justice, insure domestic tranquillit}', pro- 
vide for the common defense, promote the gen- 
eral xvelfarc, and secure the blessings of liberty to 
ourselves and our posterity. 


The De7f2on-atic Pbtfor7Pi 


1. Resolved, That we, the Democracy of the 
Union in Convenaon assembled, hereby declare 
our affirmance of the resolutions unanimously 
adopted and declare as a platform of principles by 
the Democratic Convention at Cinannati, in the 
year 1856, believing that Democratic pnnciples 
arc unchangeable m their nature, when applied to 
the same subject matters, and we recommend, as 
the only further resolutions, the following. 

2. Inasmuch as difference of opinion exists in 
the Democratic party as to the nature and extent 
of the powers of a Territorial Legislature, and as 
to the povv'ers and duues of Congress, under the 
Constitution of the United States, o\ cr the institu- 
tion of slavery vv'ithin the Tcrritoncs, 

Resolved, Tliat the Democratic party will abide 
by the decision of the Supreme Court of the 
United States upon these questions of Constitu- 
tional law. 

3. Resolved, That it is the duty of the United 
States to afford ample and complete protection to 
all its citizens, whether at home or abroad, and 
whether native or foreign bom 

4. Resolved, That one of the necessities of the 
age, in a militar}', commeraal, and postal point of 
view, is speedy communication between the At- 


lantic and Pacific States; and the Democratic 
party pledge such ConstituDonal Gov'ernment aid 
as w'lU insure the construction of a Railroad 
to the Pacific coast, at the earliest practicable pe- 
riod. 

5. Resolved, That the Democratic party arc m 
favor of the acquisition of the Island of Cuba on 
such tcmis as shall be honorable to ourselves and 
just to Spam. 

6. Resolved, That the enactments of the State 
Legislatures to defeat the faithful execution of the 
Fugitive Slave Law, are hostile in character, sub- 
versive of the ConstituDon, and revolutionary in 
their effect. 

7 Resolved, That it is in accordance with the 
interpretation of the Cincinnati platfomi, that 
durmg the existence of the Territorial Govern- 
ments the measure of restriction, whatever it may 
be, imposed by the Federal Constitution on the 
power of the Territorial Legislature over the 
subject of the domestic relations, as the same has 
been, or shall hereafter be finally determined by 
the Supreme Court of the United States, should 
be respected by all good citizens, and enforced 
with promptness and fidehty by every branch of 
the general government. 


The Denwcratic {Breckinridge Faction) Platfomi 


Resolved, That the platform adopted by the 
Democratic part}' at Cincinnati be affirmed, with 
the following explanatory resolutions. 

i. That tlie Government of a Territory organ- 
ized by an act of Congress is provisional and 
temporary, and during its existence all citizens of 


the United States have an equal right to settle with 
their property in the Territory, without their 
rights, cither of person or property, being de- 
stroyed or impaired by Congressiomd or Terri- 
torial legislation. 

2. That It is the duty of the Federal Govern- 
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ment, m all its departments, to protect, when 
necessary, the rights of persons and property m 
the Temtones, and wherever else its consotn- 
nonal authority extends. 

3 That t\ hen the settlers m a Territory, having 
an adetpiate population, form a State Consutution, 
the n^t of sovereignty commences, and being 
consummated by admission mto the Umon, they 
stand on an equal fooong with the people of other 
States, and the State thus organiaed ought to be 
admitted mto the Federal Umon, whether its Con- 
suranon prohibits or recognizes the msocunon of 
slavery 

Resolved, That the Democraoc party are m 
favor of the acquisition of the Island of Cuba, on 
such terms as shall be honorable to ourselves and 
)ust to Spam, at the earhest practicable mo- 
ment. 

Resolved, That the enactments of State Legis- 
latures to defeat the faithful execution of the Fugi- 
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we Slave Law are hostile m character, subversive 
of the Constitntion, and revolutionary m their 
effect. 

Resolved, That the Democracy of the Umted 
States recognize it as the imperaave duty of this 
Government to protect the naturalized citizen in 
all his rights, whether at home or in foreign lands, 
to the same extent as its native-born anzens. 

WHEREAS, One of the greatest necessines of 
the age, m a pohtical, commeraal, postal and mih- 
tary pomt of view, is a speedy commumcation be- 
tween the Pacific and Atlannc coasts Therefore 
be It 

Resolved, That the National Democraac party 
do hereby pledge themselves to use every means 
m their power to secure the passage of some bill, 
to the extent of the constitnaonal authontv of 
Congress, for the construction of a Pacific Rad- 
road from the Mississippi River to the Pacific 
Ocean, at the earhest practicable moment. 


The Republican Platform 


Resolved, That we, the delegated representa- 
tives of' the RepubUcan electors of the Umted 
States, in Convention assembled, m discharge of 
the duty we owe to our consticuencs and our 
country, umte m the following declarations 
I That the history of the naaon during the 
last four years, has fully established the propriety 
and necessity of the organization and peipetuaaon 
of the Republican party, and that the causes which 
called It mto existence are permanent m their na- 
ture, and now, more than ever before, demand its 
peaceful and consnmtional triumph 
1 That the mamtenance of the pnnaples pro- 
mulgated m the Declaration of Independence and 
embodied m the Federal Constitution, “That all 
men are created ecjual, that they are endowed 
by their Creator with certam inabenable nghts, 
that among these arc life, liberty and the pursuit 
of happiness, that to secure these rights, govern- 
ments are instituted among men, denvmg their 
|ust powers from the consent of the governed,” 
IS essential to the preservation of our RepubUcan 
insntutions, and that the Federal Constitution, the 
Rights of the States, and the Umon of the States 
must and shall be preserved 
3 That to the Union of the States this nation 
ones Its unprecedented mcrease m population. 
Its surpnsmg development of matenal resources. 
Its rapid augmentation of wealth, its happmess at 
home and its honor abroad, and we hold in abhor- 
rence all schemes for disunion, come from what- 
ever source they may And we congratulate the 


country that no Republican member of Congress 
has uttered or countenanced the threats of dis- 
umon so often made by Democratic members, 
without rebuke and with applause from their po- 
litical associates, and we denounce those threats 
of disumon, m case of a popular overthrow of 
their ascendency as denymg the vital prmciples of 
a free government, and as an avowal of contem- 
plated treason, which it is the imperawe duty of 
an mdignant people sternly to rebuke and forever 
silence 

4. That the mamtenance mviolate of the rights 
of the states, and especially the right of each state 
to order and control its own domestic institutions 
according to its own judgment exclusively, is es- 
senoal to that balance or powers on which the 
perfection and endurance of our pohtical fabric 
depends, and we denounce the lawless invasion by 
armed force of the sod of any state or territory, 
no matter under what pretext, as among the grav- 
est of crimes. 

5 That the present Democratic Administration 
has far exceeded our worst apprehensions, m its 
measureless subsemency to the cxacuons of a 
sectional mterest, as especially evmced m its des- 
perate exertions to force the infamous Lecompton 
Constitution upon the protesting people of Kan- 
sas, m construing the personal relations between 
master and servant to involve an onquahfied prop- 
erty m persons, m its attempted enforcement 
everywhere, on land and sea, through the interv'en- 
non of Congress and of the FederS Courts, of the 
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extreme pretensioni of a purely local interest, and of the deception and fraud involved therein, 
in its general and unvarying abuse of the power ii. That Kansas should, of right, be ininiedi- 
intrusted to it by a confiding people. ntcly admitted as a state under the Constitution 

6. That the people justly view with alarm the recently formed and adopted by her people, and 

reckless cxuavagancc which pervades every de- accepted by the House of Representatives, 
partment of thc^ Federal Government; that a re- 12. That, while providmg revenue for the sup- 
turn to rigid economy and accountability is indis- port of the general government by duties upon 
pcnsable to arrest tlie systematic plunder of the imporu, sound policy requires such an adjustment 
public treasury by favored partisans, while the of these imports as to encourage the development 
recent startling developments of frauds and cor- of the industrial interests of the whole country, 
ruptions at the Federal metropolis, show that an and we commend that policy of national ex- 
entire change of administration is imperatively de- changes, which secures to the workingmen liberal 
manded. wages, to agriculture remunerative prices, to mc- 

7. That the new dogma that the Constitution, chames and manufaaurcrs an adequate reward 

of its own force, carries slavery into any or all of for their skill, labor, and enterprise, and to the 
the territories of the United States, is a danj'crous nation commercial prosperity and independence, 
political heresy, at variance with the explicit pro- 13. That we protest apinst any sale or ahena- 
visions of that instrument itself, with contempo- tion to others of the pubhe lands held by actual 
rancous exposition, and with legislauvc and judi- seniors, and against any view of the free-homestead 
cial precedent; is revolutionary m its tendency, policv which regards the settlers as paupers or 
and subversive of tlie peace and harmony of the suppliants for public bounty, and we demand the 
country. passage by Congress of the complete and satisfac- 

8. That tlie normal condition of all the territory tory homestead measure which has already passed 
of the United Stares is that of freedom: That, as the House. 

our Republican fathers, when they had abolished 14. That the Republican party is opposed to 
slavery In all our national territory, ordained that any change in our naturalization laws or any state 
“no persons should be deprived of life, liberty or legislation by which the rights of citizens hitherto 
property without due process of law," it becomes accorded to immigrants from foreign lands shall 
our duty, by legislation, whenever such legisladon be abridged or impaired; and in favor of giving 
is necessary, to maintain this provision of the Con- a full and efficient protection to the rights of aU 
btitution against all attempts to violate it, and we classes of citizens, whether native or naturalized, 
deny the authority of Congress, of a territorial both at home and abroad. 

legislature, or of any individuals, to give legal 15. That appropriations by Congress for river 
existence to slaver)' in any territory of the United and harbor improvements of a national character. 
States. required for the accommodation and security of 

9. That we brand the recent reopening of the an existing commerce, arc authorized by the Con- 
African slave trade, under the cover of our na- stitution, and justified by the obligation of Gov- 
tional flag, aided by perversions of judicial power, ernment to protect the hves and property of its 
as a crime against humanity and a burning shame citizens 

to our country and age; and sve call upon Con- 16. That a railroad to the Pacific Ocean is im- 
grtss to take prompt and efficient measures for peratively demanded by the interests of the whole 
the total and final suppression of that execrable country, that the federal government ought to 
traffic. render immediate and efficient aid in its construc- 

10. That in the recent vetoes, by their Federal tion, and that, as preliminary thereto, a daily over- 
Governors, of the acts of the legislatures of Kan- land mail should be promptly established. 

sas and Nebraska, prohibiting slavery in those ter- 17. Finally, having thus set forth our distinctive 
ritorics, we find a practical illustration of the principles and views, we invite the co-operation of 
boasted Democratic principle of Non-Intcn'cn- all citizens, however diffcrmg on other questions, 
tion and Popular Sovereignty, embodied in who substantially agree with us in their affirmance 
the Kansas-Ncbraska Bill, and a demonstration and support. 

TH/i SOUTH CAROLINA CONVENTION 

So FAII AS South Carolina was concerned, Lin- sion. The South could not consider its interests 
coin’s election was sufficient cause for scccs- secure in a nation ruled by a party which pro- 
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claimed the intention to Impose terntonal 
limits on slavery No Republican declaration 
that the new administration -would maintain a 
scrupulous respect for the nghts of the states 
could gloss over the fact that Republican pnn- 
aples implied a gradual strangling of the 
South’s “pecuhar insdtuuon ” 

The South Carolina legislature met immedi- 
ately and summoned a ConvenOon — to be 
elected by popular vote — for December 17, 
i860, to consider the state’s relations to the 
Union The Convention assembled and on De- 
cember 20 voted unanimously to secede. By 
February i, 1861, the six other states of the 
deep South — Georgia, Alabama, Flonda, Mis- 
sissippi, Louisiana, and Texas — had followed 
South Carolina’s lead On February 4, at Mont- 
gomery, Alabama, delegates from these states 
met and on February 8 they established the 
Confederate States of Amenca Jefferson Davis 
of Mississippi and Alexander H Stephens of 
Georgia were elected President arid Vice Presi- 
dent respectively 

Various attempts at compromise had ap- 
peared meanwhile, one bemg a senes of ConsQ- 
cuBonal amendments presented by Senator 
Crittenden of Kentucly and, anoAer, a so- 
called peace convention called by Virgima on 
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February 4, i86i. Neither attracted much sup- 
port; m the meanume Lincoln made no move 
Indeed he waited a whole month after his in- 
auguration before he was prepared to consider 
the question of federal forts m the Southern 
states Most of these strongholds had been sur- 
rendered to the Confederates, but Fort Pickens 
at Pensacola and Fort Sumter at Charleston still 
held out, although their supplies were running 
low. At the end of March, Lmcoln decided to 
relieve Fort Sumter and an expedition was sent 
out. On April 12, 1861, the Confederate bat- 
teries at Charleston opened fire on the fort — 
before the rcbef squadron had appeared — and 
two days later Major Anderson at Sumter sur- 
rendered The War had begun 

On April 17, Virgmia joined the Confed- 
eracy as did Arkansas on May 6, Tennessee on 
May 7, and North Carolina on May 20 The 
Bordet states of Maryland, Kentucky, Mis- 
soun, and Delaware did not throw m theiT lot 
with the seceding South, but m Virginia the 
western counoes -withdrew and formed West 
Virginia, which supported the Umon. 

TTie selection here reprinted, issued by the 
South Carolma Convention on December 24, 
i860, IS from a pamphlet prmted at Charles- 
ton m i860, 


Declaration of the Ivmediate Causes Which Induce and 
Justify the Secession of South Carolina from the 
Federal Union 


Ttte Peopie of the State of South Carolina, in 
Convention assembled, on the 26th day of April, 
A. D., 1852, declared that the frequent violations 
of the Consutution of the United States, by the 
Federal Goi’emment, and its encroachments upon 
the reserved rights of the States, fully justified 
this State m then withdrawing from the Federal 
Union, but m deference to the opinions and wishes 
w the other slaveholding States, the fotfaore at 
that time to exercise this nght. Since that time, 
Uicsc encroachments have continued to mcrcase, 
ind further forbearance ceases to be a virtue 
And now the State of South Carolina having te- 
sumed her separate and equal place among nations. 


deems It due to herself, to the remairang Umted 
States of America, and to the nations of the world, 
that she should declare the Immediate causes 
which have led to this act 
In the year 1765, that portion of the British 
Empire embracing Great Britam, undertook to 
make laws for the government of that portion 
composed of the thirteen American Colonies. A 
Struggle for the right of self-government ensued, 
which resulted, on the 4th July, 1776, in a Declara- 
tion, by the Colomes, “that they are, and of nght 
ought to be, Vbek anU muEPENDEW states; and 
that, as free and independent States, they have fall 
power to levy war, conclude peace, contract alh- 
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anccs, establiih conuncrcc, and to do all other acts 
and things which independent States may of right 
do ” 

They further solemnly declared that whenever 
any “form of go; eminent becomes dcsxructuc of 
the ends for whieh it was established, it is the 
right of the pcojile to alter or abolish it, and to 
institute a new government.” Deeming the Gov- 
ernment of Great Britain to have become dcstruc- 
ti\ e of these ends, they declared that the Colonies 
“are absohed from all allegiance to the British 
Crown, and that all political connection between 
them and the State of Great Britain is, and ought 
to be, totally dissolved,” 

In pursuance of this Declaration of Independ- 
ence, each of the thineen States proceeded to 
c\ercisc its separate sovereignty; adopted for it- 
self a Consutution, and appointed officers for the 
administration of government in all its depart- 
ments— legislative, Executive and Judicial. For 
purposes of defence, they united tlieir arms and 
their counsels, and, in 1778, they entered into a 
League known as the Articles of Confederation, 
whereby they agreed to entrust the administration 
of their external relations to a common agent, 
known as the Congress of the United States, ex- 
pressly declaring, in the first article, “that each 
State retains its sovereignty, freedom and inde- 
pendence, and evcty pow-er, jurisdiction and right 
winch IS not, by this Confederauon, expressly 
delecated to the Umted States m Congress assem- 
blcd^ 

Under this Confederation the War of the Revo- 
lution was carried on, and on the 3d September, 
1783, the contest ended, and a definitive Treaty 
was signed bv Great Britain, in which she ac- 
know'ledgcd tlie Independence of the Colonics in 
the folloNving terms. 

“Article I. — His Britannic Majesty acknowl- 
edges the said United States, viz: New Hampshire, 
Massachusetts Bay, Rhode Island and Providence 
Plantations, Connecticut, New York, New Jersey, 
Pennsylvania, Delaware, Maryland, Virginia, 
Nonh Carolina, South Carolina and Georgia, to 
be mEC, sotuiEiGN and independent states; that 
he treats them as such, and for himself, his heirs 
and successors, relmquishcs all claims to the gov- 
ernment, propriety and territorial rights of the 
same and c;cr)' part tlicrcof.” 

Thus were established the two great principles 
asserted by the Colomes, namely, the nght of a 
State to govern itself, and the right of a people 
to abolish a Government when it becomes de- 
structive of the ends for which it was instituted. 
And concurrent with the establishment of these 
principles, was the fact, that each Colony became 


and was recognized by the mother Countr}' as a 

IIILE, SOVEREIGN AND INorPENDENT STATE. 

In 1787, Deputies were appointed by die States 
to revise the Articles of Confederation, and on 
17th September, 1787, these Deputies recom- 
mended, for the adoption of the States, the Ard- 
clcs of Union, known as the Constitution of the 
United States. 

The parties to whom this Consutution was sub- 
mitted, were the several sovereign States; they 
were to agree or disagree, and when nine of them 
agreed, the compact was to take effect among 
those concurring, and the General Government, 
as the common agent, w'as then to be invested 
w’lth their authority. 

If only mne of the thirteen States had con- 
curred, the odicr four would have remamed as 
they then were — separate, sovereign States, inde- 
pendent of any of the provisions of the Constitu- 
uon. In fact, two of the States did not accede to 
the Constitution until long after it had gone into 
operation among the other eleven; and during 
that interval, they each exercised the funedons of 
an independent nation. 

By this Constituuon, certain duties were im- 
posed upon the several States, and the exercise of 
certain of their powers were restrained, winch 
nccessardy implied their conunued existence as 
sovereign States. But, to remove all doubt, an 
amendment was added, which declared that the 
pow'crs not delegated to the United States by the 
Consutution, nor prohibited by it to the States, 
arc reserved to the States, respectively, or to the 
people. On 13d May, 1788, South Carolina, by a 
Convenuon of her people, passed an Ordinance 
assenting to this Consutution, and afterwards al- 
tered her own Constitution, to conform herself to 
the obligations she had undertaken 

Thus w'3S established, by compact between the 
States, a Government, with defined objects and 
powers, limited to the express words of the grant. 
This limitation left the whole remaining mass of 
power subject to the clause reserving it to the 
States or to the people, and rendered unnecessary 
any specification or reserved rights. 

We hold that the Government thus established 
is subject to the two great principles assened in 
the Declaration of Independence, and we hold 
further, that the mode of its formation subjects it 
to a tliird fundamental principle, namely: the law 
of compact We maintain that in every compact 
between two or more parties, the obligauon is 
mutual; that the failure of one of the contracting 
parties to perform a material part of the agree- 
ment, entirely releases the obligation of the other; 
and tliat where no arbiter is provided, each party 
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JS remitted to hs ovra judgment to determine the 
fact of failure, with all its consequences 
In the present case, that fact is established with 
ceitamw We assert, that fourteen of the States 
haie dJiberately refused for years past to fulfil 
their constimnonal obhganons, and we refer to 
their own Sumtes for the proof 
The ComoraDon of the tjmted States, m its 4th 
Arndt, provides as follows 
“No person held to service or labor in one 
State, under the laws thereof, escapmg mto an- 
other, shall, m consequence of any law or regula- 
non itrem, be discharged from such service or 
labor, but shall be delnered up, on claim of the 
parw to whom such service or labor may be due ” 
TTus sBpulanon was so material to the compact, 
that without It that compact would not have been 
made. The greater number of the contractmg 
parties held slaves, and they had previously 
evmced their estimate of the value of such a sQpu- 
laoon by makmg it a condition m the Ordinance 
for the government of the territory ceded by 
Virginia, which now composes the States north 
of me Ohio nver 

The same amcle of the Constitution stipulates 
also for rendition by the several States of fugitives 
from justice from the other States 
The General Government, as the common 
agent, passed laws to carry into effect these sopu- 
lanons of the States. For many years these laws 
were executed But an mcreasing hostility on the 
part of the non-slaveholdmg States to the Insatu- 
uon of Slavery has led to a disregard of their 
obligations, and the laws of the General Govern- 
ment have ceased to effect the objects of the Con- 
rotunon. The States of Marne, New Hampshire, 
Vermont, Massachusetts, Cormeaicut, Rhode Is- 
land, New York, Pennsylvama, IlUnois, Indiana, 
Michigan, Wisconsin and Iowa, have enacted laws 
which either nullify the Acts of Congress or 
render usefess any attempt to execute them In 
many of these States the fugitive is discharged 
from the service or labor claimed, and m none of 
them has the State Government comphed with the 
mpulauon made in the Constitution. The State of 
heiv Jers^, at an early day, passed a law m con- 
formity with her constitutional obhgation, but the 
current of ann-slavery fcelmg has led her more 
t^ently to enact laws which render moperative 
the remedies provided by her own law and by the 
laws of Congress. In the State of New York even 
rot right of transit for a slave has been denied by 
her tribunals, and the States of Ohio and Iowa 
have refused to surrender to justice fugitives 
c arged with murder, and with mciting servile 
insurrection m the State of Virginia. Thus the 


constitutional compact has been dehTerately 
broken and disregarded by the non-slaveholdmg 
States, and the consequence follows that South 
Carohna is released from her obUgation. 

The ends for which this Constitution was 
framed are declared by itself to be “to form a 
more perfect umon, establish jusuce, insure do- 
mestic tranquility, provide for the common de- 
fence, promote the general welfare, and secure the 
blessings of liberty to ourselves and our posterity ” 

These ends it endeavored to accomplish by a 
Federal Government, m which each State was 
recognized as an equal, and had separate control 
over Its own institutions The right of property 
m slaves was recognized by givmg to freeqiersons 
distinct fiobncal rights, by givmg them the right 
to represent, and bnrthening them with direct 
taxes for three-fifths of their slaves, by authoriz- 
mg the unportation of slaves for twenty years, 
and by sopulaong for the rendition of fugiDves 
from labor 

We affirm that these ends for which this Gov- 
ernment was instituted have been defeated, and 
the Government itself has been made desmicDve 
of them by the acaon of the non-slaveholdmg 
States. Those States have assumed the n^ht of de- 
ciding upon the propriety of our domestic institu- 
tions, and have demed the nghts of property 
established in fifteen of the States and recognized 
by the Consntuuon, they have denounced as sm- 
ful the msotution of Slavery, they have permitted 
the open establishment among them of socieues, 
whose avowed object is to disturb the peace and 
to eloign the property of the auzens of other 
States They have encouraged and assisted thou- 
sands of our slaves to leave their homes, and those 
who remam, have been mated by emissaries, 
books and pictures to servile insurrection 

For twenty-five years this agitanon has been 
steadily mcreasmg, until it has now secured to its 
aid the power of the Common Government. Oh- 
servmg the forms of the Constitution, a sectional 
party has found withm that article establishmg 
the Executive Department, the means of subvert- 
mg the Constitution itself A geographical Ime 
has been drawn across the Union, and an the States 
north of that Ime have united m the election of a 
man to the high office of President of the United 
Stales whose opinions and purposes are hostile to 
slavery He is to be entrusted with the administra- 
tion of the Common Government, because he has 
declared that that “Government cannot endure 
permanently half slave, half free,” and that the 
public mind must test m the behef that Slavery is 
m the course of ultimate extraction 

This sectional comhmanon for the subversion 
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of the Constitution, has been aided in some of the 
States by elevating to citizenship, persons, who, 
by the Supreme Law of the land, are incapable of 
becoming citizens, and their votes have been used 
to inaugurate a new policy, Iiostilc to the South, 
and destructive of its peace and safety. 

On the 4th March nc.\t, this party’ will take 
possession of the Government. It has announced, 
tliat the South shall be excluded from the common 
Territory’; that the Judicial Tribunals shall be 
made secuonal, and that a war must be waged 
against slav cry' until it shall cease throughout the 
United States. 

Tlic Guaranties of the Constitution will then no 
longer exist; the equal rights of the States will be 
lost. The slavcholding States Will no longer have 
the power of self-gov’cmmcnt, or self-protection, 
and the Federal Government will have become 
their enemy. 

Sectional interest and animosity’ wilt deepen the 
irritation, and all hope of remedy is rendered vain, 
by the fact that pumic opinion at the Nonh has 
invested a great political error with the sanctions 
of a more erroneous religious belief. 

We, therefore, the people of South Carolina, by 
our delegates, in Conv cntion assembled, appealmg 
to the Supreme Judge of the world for the recti- 
tude of our mtenuons, have solemnly declared 
that the Union heretofore existing between this 


State and the other States of North America, is 
dissolved, and that the State of South Carolina has 
resumed her position among the nations of the 
W’orld, as a separate and independent State, with 
full power to levy war, conclude peace, contract 
alliances, establish commerce, and to do all other 
acts and things which mdependent States may’ of 
right do. 

Ak Ordinance to Dissolve the Union detween 
the State of South Carolina and other STATr.s 
united with her under THE COMPACT ENTITLED 
“The Constitution of the United States of 
America.” 

lEe, the People of the State of South Corohua, m 
Convention assembled., do declare and ordain, 
and It IS hereby declared and ordained, 

That the Ordinance adopted by us in Conven- 
tion, on the twenty-third day of May’, in the year 
of our Lord one thousand seven hundred and 
cighty’-eight, whereby’ the Constitution of the 
United States of America was ratified, and also, all 
Acts and parts of Acts of the General Assembly’ 
of tliis State, ratifying amendments of the said 
Constitution, are hereby repealed; and that the 
union now subsisting between South Carolina 
and other States, under the name of “The United 
States of America,” is hereby dissolved. 



. U. 

THE REPUBLICAN PROGRAM 


CHARLES F. DUNBAR 


Lincoln and ms Republican counselors were 
sure It rv as to be a short war and the first volun- 
teen were called up for only three rnonths. But 
whether it was to be' short or long, secession at 
least offered this opportunity: in the absence 
of Southern Democrats the Repubhcans could 
carry out their economic program. Amencan 
mdustry could be protected, the Amencan 
coasts hnked by radi the Amencan tcmtones 
settled by free farmers, and the American cur- 
rency muddle brought into order, although this 
last had not been wntten into the i86q plat- 
form. 

Through the decade since California had be- 
come part of the Union, a Pacific Railroad had 
been a national issue But North and South had 
divided on the location of the road and the en- 
sumg struggle had helped delay congressional 
plans to grant a subsidy In i86t, the struggle 
was over, the proponents of a Southern route 
no longer sat ifi Congress, a Pacific Railroad 
could be built along the Platte route into Utah 
sihere it would be joined by railroad construc- 
tion moving eastward from the Pacific. 

To help hnk the Missouri country and the 
East with California, the incorporators of the 
Umon Panfic were to be lent funds in govern- 
ment bonds and given the right to take build- 
ing materials from along their tight of way. 
In addition, they were to receive — following 
the example set by the Illinois Central grant — 
alternate sections of the pubhc lands on each 
side of the nght of way, this time the grant 
running to ten alternate sections or twenty 
square miles for each mile of road budt. Two 
years later, in 1864, amendments to the original 
charter subordinated the government’s hen 
on the road from a first to a second mort- 
gage. 


In the years thereafter, a controlUng ele- 
ment among the onginal mcorporators trans- 
ferred the work of building the road — and the 
assets of land and subsidy — to the Credit Mo- 
biher, a company m which they themselves had 
a leading interest. The resources of the rad- 
road corporaaon were exploited, Umon Pacific 
stock became a speculators’ football, and the 
government’s effort to collect its debt met de- 
feat in the courts (at least, until the rnnenes); 
political reputations were tarnished following 
Congressional mvestigations But the road was 
built. 

For three decades at least, long before a 
Pacific Railroad had been even a promoter’s 
dream, proposals to make the public lands 
snore available to actual settlers had been a 
subject of Congressional debate. That debate 
had considered many propositions bdls to 
grant preemptions, to price land according to 
Its quabty, to cede to the states the pubhc lands 
wjthm their borders, to lower pnees and make 
donauons to indigent settlers, to continue sell- 
ing the pnbhc domam and divide the proceeds 
among the States, to grant homesteads on the 
public domain to actual settlers "without 
money and without pnee ” All these proposals 
had as their declared object, the use of the pub- 
lic lands to promote the national welfare, ac- 
cordmg to its sponsors, each plan would check 
speculation and aid the pioneer, 

A general preemption law was passed in 
1841, along with a short-hved measure for dis- 
tnbunng the proceeds of pubhc land sales 
among the states During the fifties, however, 
the scheme to grant homesteads to actual set- 
tlers gamed mcreasmg support. The proposi- 
tion was opposed by Southern representatives, 
who feared the growth of a barrier to the ex- 
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tension of slaverj" in the territories, by some 
Eastern and Northern consen’atives, who be- 
lieved free homesteads might actually initiate 
a drain of labor from urban and industrial cen- 
ters, and by land speculators and subsidy seek- 
ers, who opposed earlier homestead bills which 
had clauses forbidding grants to any but actual 
settlers. A homestead bill, without that hmita- 
tion, actually passed in 1859, only to be vetoed 
by Buchanan. 

In 1862, the Republican party set about ful- 
filling another of its platform’s promises. A 
bill providing homesteads on the public do- 
main was passed and signed All male citizens 
and heads of families might claim 160 acres 
of unoccupied public land and, if they resided 
on their claims for five years, they u’erc en- 
titled to a patent without payment other than 
the land-office fee. Henceforth, any man might 
have a farm for the cultivating — unless the 
tract he had chosen was on land given to the 
states for cducauon or to the railroads for sub- 
sidy, or lay within some speculator’s claim or 
on a site which might be inside the clastic 
boundaries of an Indian tribe whose title had 
not yet been c.\tinguishcd by government pur- 
chase. 

Following the failure of the Second Bank of 
the United States to win renewal of its charter 
and the subsequent establishment of the Sub- 
Treasur)'' s)'stem, the issue of currency had been 
left to individual banks. Tliosc on the Atlantic 
seaboard maintained specie payment, by and 
large, except in periods of economic depression; 
Southern and VVestem banks were less rigid in 
their concept of soundness, however, and a 
“Banknote Detector” became part of every 
merchant’s equipment. 

The Whig party had fought Jackson’s ef- 
fort to eliminate the national bank, it had op- 

The Establishment of the 

BY CHARLES 

Tuf plan of establishing a s)’stcin of nauonal 
banks, whose notes should take the place of those 
issued by die state banks, was first presented in 


posed the Sub-Treasury, too, and though pro- 
posals for a national system of banking played 
only a small part in the Republican campaign 
of i860, old-line Whig supporters of such a 
s)'stem remained strong in the party. Lincoln’s 
Secretary of the Treasury’’, Salmon P. Chase, 
pressed Congress to reform American currency 
issues on Whig principles by organizing a bank- 
ing system for the nation; but the proposal re- 
ceived slight support until the needs of war re- 
inforced the Secretary’s arguments. Then the 
national banking system xvas organized, not 
primarily to assure sound banking practice but 
rather to provide a uniform banknote currency 
of reasonable stability and also to afford a 
market for the United States bonds on which 
the currency was to be based. 

In the essay reprinted here, Charles Frank- 
lin Dunbar (1830-1900) describes the organi- 
zation and the operation of the banking system 
which served the nation from the time of the 
Civil War up to the establishment of the Fed- 
eral Reserve System Though Dunbar was 
writing in the nineties, his work is an out- 
growth of his activity as editor of the Boston 
Daily Advertiser, which he had made a leading 
New England newspaper in the decade when 
the national banking system was being organ- 
ized. Dunbar was a Harvard professor of eco- 
nomics who had come to that post after varied 
c.\periencc in business, farming, the law, and 
journalism. As teacher and administrator in 
the seventies, when true university educanon 
was beginning in the United States, Dunbar 
helped formulate the canons of university in- 
struction in economics. 

The selection here reprinted is from Dun- 
bar’s Economic Essays (New York, 1904) and 
k published by permission of The Macmillan 
Company. 

National Banking System 

F. DUNBAR 

definite shape in the report of the Secretary of 
die Treasury, at the beginning of December, 1861. 
Mr. Chase started m his discussion of the subject 
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from the consideraaon that by some process the 
advantage of »snmg a paper orcolaaoti, amount- 
ing to not far from $150,000,000 m the loyal states, 
^ht to be transferred from the issuing banks to 
the government, and that the moment was op- 
portune for such a change. He referred to the lack 
of sjttem m the enstmg circnlaaon, the inse- 
curity of the bank-notes, the heavy losses suffered 
by the pubhc, and especially to the recent mis- 
fortunes of banks m the Mississippi Valley, to 
enforce upon Congress the duty of motectmg the 
pubhc from such evils m the future. Two methods 
were suggested by him, in which all the ob)ect 3 
iimed at m the proposed reform might be at- 
ained,— first, the issue of Umted States notes m 
place of bank-notes, and second, a national sys- 
tem for the issue of bank-notes, to be redeemed 
by the isuing banks, but secured by the pledge of 
United States bonds The plan of issuing Umted 
States notes Mr Chase rejected, behevmg that its 
possible disasters far outweighed its probable bene- 
fits. It IS mterestmg to observe, m view of what 
soon followed, that the possible disasters which so 
powerfully affected his judgment were, the issue 
of notes under great tempution without adequate 
provision for redempnon, the risk of “a depre- 
cuted, depreaitmg, and finally worthless paper 
money," and “the immeasurable evils of dishon- 
ored public faith and ninonal bankruptcy,” all 
then beuig "possible consequences of the adoption 
of a system of government circnlaaon.”* Mr 
Chase tamed, therefore, m accordance no doubt 
with some predilections as well as with logic, to 
the second plan, a secured naaonal bank currency, 
and recommended this for adopaon by Congress 
A bank currency thus secured, Mr Chase was 
careful to point out, besides its advantages of nm- 
formity and security, would also offer the further 
advantage of a large demand for government 
seennnes and of facdiaes for obtammg the loans 
required by the war In addioon it would 
strengthen and diffuse the interest m preservmg 
the Umon, by makmg the government stocks the 
hasB for the circnlaaon m general use, and would 
also secure cquahty of value for the paper cur- 
rency in c\ ery part of the Umon. The device of 
^curmg bank-notes by a pledge of pubhc stocks 
tud been shown to be pracacable and useful by 
the experience of New York and of some other 
states, and notes issued upon this sj’stem would 
now have a solid basis, in the large amount of 
specie retained m the United States by the re- 
quirement that duacs on imports should be paid 
*** To these consideraaons it was wisely 
added that by offering mducements to existmg 
'Finmee Report, ig6i, p i8 


solvent msatuaons to adopt the naaonal system, 
the transiaon from a heterogeneous and unsafe 
currency to one which shoold be uniform and 
sound could be effected almost impercepably and 
the evils of a great and sudden change could be 
avoided 

But although Mr Chase beheved that this plan 
might be perfected and passed by Congress be- 
fore the end of the session of i86i-i86j, and that 
it might be serviceable in obtaining the loans 
needed for the current year, it was after all a 
leisurely expedient for filling the treasn^ of a 
country in cue throes of avil war, and events were 
already moving too fast for his calculaaons Al- 
though his report made no reference to any im- 
mcdiaic pressure on the Treasury and no sug- 
gesuon of any new expedient for its rapid rcplen- 
uhment, the suspension of specie payment had al- 
ready become as nearly certam as any future 
event can be By some of the bank managers 
suspension had been contemplated for many weeks 
as the probable result of the locking up of their 
resources m government bonds and the gradual 
dissipaaon of their reserves by payments to the 
Treasury By the first week m December this 
double process was so far advanced and the public 
disquiet was so great as to leave no doubt as to 
the issue in the ntinds of cool observers. The 
shock to credit was precipiuted by a sudden alarm 
as to the possible war with England, and after 
some struggle the banks suspended on the joth of 
December — eather than they might have done had 
no special strain come upon them, but, after all, 
under the pressure of an irresistible movement, of 
which the cause was to be found in the policy 
pursued by the government m its deahngs with 
them. 

As a consequence of the suspension of specie 
payments, Mr Chase found himself confronts by 
the demand for an issue of government notes, as 
a ready source of supply for the Treasury, before 
It was possible for him to draft a bill for a bank 
system. Interest at once centred upon this appar- 
ently imexpected demand, and the discussion had 
its issue m the first legal-tender act, approved 
February 25, 1862 By this act Congress, with a 
recommendaaon reluctantly given by the Secre- 
tary, adopted the expedient rejected by Mr Chase 
in his report of December 9, and established a 
government currency, giving it, moreover, the 
quahty of legal tender, which was probably not 
contemplated by him as possible, or as admissible 
even if possible. The plan of a bank currency, 
favored Mr Chase, then took the second place, 
and was finally thrown over to the next session of 
Congress 
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It was pointed out at the time, and tlicrc seems 
to base been great force in the suggestion, that 
all the advantages of a secured currency could be 
gained by a method much more cspcditious than 
the elaboration of a complete system of national 
banlts A comparatively simple measure, by which 
c\isting banks should be required to secure their 
notes by the pledge of United States bonds, to be 
placed in the custody of the Treasury, would have 
made their issues uniform and safe, and would 
liavc made them large permanent investors in gov- 
ernment bonds. The banks of the three cities. New 
York, Boston, and Philadelphia, taken by them- 
selves, had at the date of the suspension of pay- 
ments an aggregate capital of 51,200,000,000, and 
against their liabilities for deposits and circulation 
amounting to SiSitdoo.ooo held a specie reserve of 
$44,000,000, or twenty-four per cent. The issues 
of these banks, it was pointed out, if secured by 
bonds, eouid be used by the govcmuicni: as safely 
as us own notes; the banks could be used as gen- 
eral depositories by the Treasury without risk; 
the inconveniences of the Indcjicndcnt Treasury, 
which adjusted itself with difliculty to the new 
conditions created by war, could be avoided; and 
the system which thus embraced the banks of the 
great cities could include without difliculty any 
bank anywhere that was strong enough to comply 
with the terms of such an arrangement. Cut what- 
ever the financial merits of such an improvised 
national circulation may have been, it was not po- 
litically feasible. The csisting banking interests 
were not then agreed ns to the larger questions 
involved m their relations with the government; 
the public were not prejiarcd for a revolution in 
the policy of the government with rcs])cct to 
banks, and finally the Secretary himself, having 
in mind the coiiiprehensivc scheme of a perma- 
nent national banking system, was little inclined 
to adopt a measure which, falling short of his 
nun, might be found ultimately to stand in his 
way. The proposition had little strength then and 
attracted but little attention, 

When Mr. Chase again broujjht fonvard his 
plan,= at the beginning of the session of 1861-1863, 
It was under greatly altered conditions. Two 
Icgnl-tcnder acts had been passed, giving authority 
for the issue of $250,000,000 of United States notes, 
and of this amount all but $27,000,000 had been 
paid our. Tie jirice of gold had been rising 
through the yenr and now stood above 130, and 
the prices of merchandise were advancing It was 
estimated bv the Secretary that the banks of the 
loyal states in the course of twelve months had 
Incrcnscd their circulation from $130,000,000 to 
"Finance Repart, 186:, p 17. 


$167,000,000, and their deposits from $205,000,000 
to $354,000,000, making an increase of liabilities 
under both heads of about tliirty per cent, and had 
increased their investments by not far from $70,- 
000,000. With great ingenuity of reasoning he 
contended that nearly the whole increase in the 
volume of the currency was “legitimately de- 
manded by the changed condition of the country 1” 
but that if there were any redundancy it was due 
to the issues of the banks and not to the new ele- 
ment added to the circulation by the government. 

In this state of things, with what appeared to 
most observers an alarming depreciation well un- 
der way, the need of funds for the immediate 
wants of the Treasury was again (iressing. Tlic 
sale of the bonds authori/cd by the legal-tender 
acts had been trifling, and comparatively little 
was to be counted upon from that source. Indeed, 
Congress had blocked the way to any important 
sales, byprovidiiii' that the bonds should be sold 
by the Treasury at the market price only,* and 
that legal-tender notes should be cvchangcablc 
for bonds at the pleasure of the holder, thus in 
effect limiting the price of bonds to par, and leav- 
ing purchasers little chance for a profit. The re- 
peal of these provisions Mr. Chase asked for and 
secured at the end of the session, together with 
authority for borrowing in other forms to a vast 
amount. It was not by his advice,* however, that 
Congress at the same time made its third resort 
to an issue of legal-tender notes, authoriiting an 
increase of the active legal-tender currency to 
$400,000,000, and the issue of an cqu.nl amount of 
legal-tender notc.s in other forms. He still main- 
tained that an issue of government notes as a per- 
manent system was open to grave objection, and 
that if it were used for temporary relief, it must 
be with a sparing hand; and lie was more firmly 
persuaded tlian ever that the cure for the increas- 
ing disorder of the currency must be found in the 
resort to national bank-notes as tlie substitute for 

’ Chase construed the provision of the statute au- 
thorizing the sale of bonds "at the market value 
thercofTo pretent sales below tlic current New York 
quotations, though in Congress the view was expressed 
that market rate signified whatever price the govern- 
ment could secure. Qiasc was clearly right, for other- 
wise the provision in question would liavc had no 
reason for its insertion. 

* As in the case of the earlier legal-tender acts. Chase 
readily actiuicsced m the views of the majority m 
Congress. In January, 1863, lie prepared a hill, m re- 
sponse to a request from the Senate Committee on Fi- 
nance, as a substitute for a pending measure authoriz- 
ing a funher issue of greenbacks, and his substitute 
accepted that proposal, merely adding provisions to 
facilitate the sale of bonds. — Cong, Glohe, p. 270. 
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J1 othtr paper issues. He therefore pressed upon 
Coamss at some length the consideraaons which 
^hed with him m favor of immediate legisla- 
tion for this purpo^ 

A comparison of the reasons urged by Air 
Chase m 1862 with those bnefly mdicated by him 
m i86i shows httle change in his general estimate 
of the advantages promised by a permanent sys- 
tem of nanonal banking He adds m 1862 the con- 
Bderauon that under such a system the banks 
roold be used safely as depositories in connec- 
tion with the Independent Treasury, with ad- 
vantages which perhaps expenence had finally led 
him to rate more highly than at first. He also de- 
clares his opmion tlut m no way can the ultimate 
tesampnon of specie payment be made so certam 
as by the conversion of the entire paper circula- 
tion mto an issue of bank-notes, secured by bonds 
bearing com mterest. On the whole the suggested 
advantages of the system, although subsamoal, 
are remote. Even the direct gam expected from 
the absotpnon of bonds by the banks is desenbed 
as a sale amounting to $250,000,000 or more 
“withm 1 very few years," prormsmg, however, 
very httle aid during the current year, and per- 
haps not much for the next. In this part of his 
recommendaoon, Mr Chase, m December, 1862, 
was looking far beyond the wants of the moment, 
to the time when the legal-tender notes, after 
strvmg their temporary purpose, should have dis- 
anpeired, and the bank-notes should have become 
me sole and permanent currency, and so far did 
he cany his forecast of the future m this respect 
that he eveu took note of the probable payment 
of the national debt, and the necessity m this case 
of finding some new basis for the bank circnlaaon. 
“Bui these considerations,” he said, “may be for 
another generation ” 

The nanonal cnrrenc)' bill, which by the strong 
influence of Mr Chase and his supporters was 
passed by Congress and became a law February 
'Sd},* was framed on the familiar Imes of the 
New York system, with details perfected by com- 
parison with the banking systems of other states 
k prescribed no limit for the number of nanonal 
banking associaoons, but fixed the aggregate of 
notes to be issued by them at $300,000,000 Of this 
segregate one-half was to be apportioned among 
the states, temtones, and the federal district in 
ptnponion to population, and one-half to have 

ue regard to “existing banking capital, resources, 
an business." The notes were to be issued under 
supenntcndcnce of a Comptroller of the Cur- 
tain’, to be secured by mterest-bearmg bonds of 
^ United Sates, and to be redeemable m “law- 
* la “Statutes at Large," p 
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ful money,” this term including legal-tender notes 
as well as speae. The banks were not required, 
however, to redeem their notes anywhere except 
at their own counters Provision was made for 
the otganizaaon of bankmg associations by any 
appheants who should comply with certam condi- 
tions named m the act, and also for the conver- 
sion of state banks mto national bankmg associa- 
aons upon appUcaaon m due form By a provision 
inserted upon motion of a Senator from New 
York and but httle discnssed, it was also provided 
that any state bank, holding Umted States bonds 
to the extent of one-half its capital, might, upon 
transferring the bonds to the Treasurer of the 
United States, be authorized to issue notes to the 
amount of eighty per cent of the bonds trans- 
ferred, the notes thus issued being suppbed by the 
Comptroller of the Currency and payable at the 
Treasury m case of the failure of the issuing bank, 
m the same manner as other notes issued under 
the act. 

This bill did not pass without difficulty. In the 
Senate the vote upon its passage was 23 yeas to 
21 nays and m the House 78 yeas to 64 nays. These 
votes did not closely represent either pohocal or 
secnonal divisions, members of the same party 
from the same state being m some cases upon op- 
posite sides The bill had to encounter objections 
restmg upon several different grounds. Not only 
was It opposed by some for political reasons and 
merely as a measure of the admimstraBon, but it 
was also viewed with great distrust by others, as 
a proposiDon for a vast financial consohdation, 
mcomparably more formidable than the former 
Bank of the United States. The fnends of the 
state banks eyed it with ^eaal jealousy, behevmg 
that the two systems, national and local, could not 
long stand side by side, and in this they were jus- 
tified by the avowed purpose of Air Chase, and 
by the strong language or some of his adherents. 
And among ffiose who might not have been averse 
to a nanonal banking system under some condi- 
tions, there was doubt and apprehension as to the 
opportuneness and the details of this pamcnlar 
measure. While the bill was under discussion. Con- 
gress was maturing the third legal-tender act, and 
the preminm on gold, which had passed thirty 
in December, was nsmg from fifty to sixty, pass- 
ing the latter point before the vote on the bank 
bin was taken in the House The Secretary had 
seen m the bill a means for prescribmg more 
surely for ultimate specie payment, but, ir was 
asked, what safe reliance could there be upon a 
system under which solvency meant simply pay- 
ment m depieciating paper and the security 
agamst insolvency was found in bonds which 
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x\crc siaking \Mtli tiic paper? In ^ 

the bill probably could not ha\c made its > 
asain-st tdcic various elements of opposition, but 
no inconsiderable part of 
thc uloomy circumstances of the w inter 
86^ In Congress as well as among the people at 
a,,c c Sl«..on .0 «,na bv tbc B?»«' 
Lked „u..y .0 H,c pom. ot „ pm 


ber, 1863, the banks of Massachusetts, though but 
three among them were national banks, owned 
gotemment securities to the amount of over 553 '" 
000,000, and the banks of New \ork, city and 
country', probably held similar invcstnicnts to an 
amount not far below their capital of $109,000,000. 
These holdings were unequally distributed, no 
doubt, but they far exceeded in the aggregate tlic 
amount of securities xshich the banks would have 


earned many to im- pu.... ^ amount of securities xshicli tne oamts wouiq nave 

objections to a measure ,, been required to deposit under the national bank 

administration; and so thc^ba ®„nvirtion. act, so that the absorption of the e.xisting banks 

by the nauonal system then promised to create 
little additional demand for bonds 


adiiumstraiiuii, a.iu o.. 

ioritv not restmg altogether upon conviction. 

’ Sp'ital showed\ut little alacrity m organizuig 
undef the bank act of 1863. 

nassacc only 66 banks, with a capital of little over 

$7.oolcKK), had begun operations, and ten ^ 

from us passage only 1 39 - J Tbe six st.ite s>'steni. ^roni tl^c passage of the act of 1863 

740,000. reported to the j|,c Treasury had pursued the policy of acuvely 

sutes, Ohio, Indiana, Phno , g . snmulaung the adoption of the national sy«cm. 

'So'eJot^ ?ld3:r/79 ou?o the .39 By a formnate dioice^ Mr.^Hugh McCunoch. 
poning 111 Ar the latter date New 


The interest in the new system had in fact been 
concentrated entirely upon its practical merits and 
upon the expediency of substituting it for the 


England^ had orgamred but 14 nati^al bank , 
New York 16, and Penns)’lvama 10. The Comp- 
troller of the Currency regretted P'c openmg of 
so many new banks m states where there xyas no 
dcficiciicy of hanks already. In general, in the 
first year under the new act, a 
had been established, as the First and Second Na- 
tional Banks of New York, the First of I hiladel- 
phia, the First of Pittsburg, the First of Cincinnati, 
Snd the First of Chicago; but the existing banks 
for the most part held aloof, and new " 

in but sparingly. The report of the banlts in the 
LcgiSning of April, iSdi showed an investment 
by them in United States bonds of but S 4 i,' 75 .'oo- 
At this time, however, the imponance of the new 

• ^ 1 f*i firac ntlfi 
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president of the Bank of the State of Indiana, had 
been appointed Comptroller of the Currency,— a 
gentleman wudely known as an experienced and 
prudent manager and a strong advocate of a sound 
currency, originally opposed to the passage of 
the act, but finally convinced of its expediency 
and die wisdom of its Icadmg provisions. It was 
characteristic of the policy of the Treasury as 
administered by McCulloch, that wliilc the con- 
version of state banks into national was urged by 
every argument and persuasion, those sccuons of 
the bank acts which allowed the deposit of bonds 
and issue of notes without the abandonment of 
state chaners remained dormant. The Comptrol- 
ler, in a public circular, discouraged the use of 
these provisions, and although he admitted that 


At this i7 rpplVcadons were made he ^must obey the law. 

system as a ^ .S-pbe desire of the admin- it is probable that his discouragement was in every 

Sr xS on cT^o “ccasion, was that case'as_emphatic as he found nece.a^ for com- 

isviatswii, I nryA fMtnnrinllv tho 


istraiion, — -- . n i 

the great mass of state banks, and especially the 
strong institutions in the older states, should be 
reorganized as national banks. These b.inks had 
already become large holders of government ob- 
ligations, for reasons quite unconnected with any 
possible future reorganization under the national 
Wstem. The depression of business which con- 
tinued tlirough the years i86j and 1863 had di- 
minished the demand for regular commercial 
loans, and many banks with large resources at 
command found it difficult to procure the usual 
amount of business proper. Tempted by the high 
rate of income which securities bearing gold in- 
terest began to pay, and anxious to employ their 
funds, banlvs w ere invesung freely in bonds of the 
United States and also in one-year certificates of 
indebtedness issued by the Trcasur>'. In Novem- 


case as emphatic as he found necessary for com- 
plete effect. It w'as his opinion that the sute sys- 
tems and the nauonal could not long coexist; “one 
or the otiicr will fully occupy the, field,” and he 
had no doubts which would and should be the 
survivor. TIic issue was made Up, then, in 1863, 
and the real object of public debate was hence- 
forward the nauonal system, its merits, and its 
general adoption 

Tlie year 1863 was therefore a yc.ar of discus- 
sion, fruitful in pamphlets, criticisms, and proposi- 
tions for amending the act. In some eases writers, 
representing large existing interests, showed a 
deep distrust for the whole scheme, and were 
ready to see state bank issues withdrawn and the 
field of circulation temporarily occupied by 
Treasury notes, rather than embark the whole 
banking' capital of the country in an experiment. 
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On all sides defects in the act wre pointed out 
which justified the reluctance of sohd banks to 
take out new charters under it. It was urged that 
the redempaoh of bank-notes at convenient cen- 
tres was absolutely necessary in order to hold 
individual banks to -any rcsponsttnhty whatever 
and as a safeguard against general overissue Pro- 
vision for requiring the accumulauon of surplus* 
omitted m the act of 1863, was called for to m- 
sure the strengthening of weak banks. It was 
pointed out that the act did not make the govern- 
ment responsible for the safety of the bonds de- 
posited with it, and that the banks were there- 
fore called Upon to entrust a vast amount of se- 
curities to the fidehty of agents over whom they 
had no control The act had authorized the Secre- 
tary of the Treasury to employ national banks as 
depositones of the public moneys at his discretion, 
but without any requirement as to security, and it 
was urged that although with proper provisions 
of this kind the banks could be used as depositories 
freely and the proved mconvemences and evils 
of the Independent Treasury greatly mitigated, 
any system of deposit banks without such pro- 
vision must be Uabic to abuse and would probably 
be found dangerous The act had also made po 
provision for the voluntary winding up of banks, 
so that the cictncauon of capital from an unprofit- 
able business appeared to be impossible In much 
that was written in that year it was either assumed 
or advised that the provisions for the issue of se- 
cured national notes by state banks, contamed m 
the act of 1863, should be retained and brought 
into use, and the policy of discouragement pur- 
sued by the Ckimptroller of the Currency, already 
referred to, did not escape sharp criticism. There 
was also very general condemnation of the prac- 
tice adopted by the Comptroller, apparently with- 
out warrant of iaw, of requiring all banks reor- 
gamung under the nations act to give up their 
distinctive names and become sunply the First, 
Twentieth, or Fortieth National Bank of some 
town or city, as might happen The names of 
established banks represent a good will and an 
earned reputation and credit, luicv arc also a se- 
curity for the public, who know banks by name 
for good or ill, but cannot have an equal familiar- 
ity w'Hh a list of mere numbers. The Comptroller 
had urged as a reason for requiring the use of 
numbers instead of names by reorganized banks 
that all who came under the system had an inter- 
est in *^makmg it symmetrical and harmonious, as 
w cU as national," hut it w as difficult to believe that 
this was all, and, with the strong objccaon to par- 
tial loss of identity’ felt by the banks, there Was 
4 'to a ctrtam va^e impression that somethmg 


more than met the eye was implied m the proposi- 
tion to make them all mdiscinguishablc members 
of a vast system havmg its centre of control at 
Washington. 

At the session of i8(S3-i8i54 Congress proceeded 
to revise the whole system in the light of the year’s 
cxpenence. A bill for that purpose was reponed 
March 13, iSlSq, and from that tube the subject 
was before Congress, in one form Or another, un- 
til the final votes of the two Houses on May 31 
perfected the measure, under which the national 
banking system was at last fully established. Many 
of the suggestions brought forward in popular 
discussion had been adopted by the Comptroller 
and recommended lb his annual report at the be- 
ginning of the session, and others were adopted 
by Congress upon advice received from other 
sources. iTie law was completely recast. The pro- 
vision for apportioning the $300,000,000 of circu- 
lauon among the states was repealed, ir was pro- 
vided that only registered bonds should be 
deposited as secunty, and that the property of the 
banks should thus be made safe while in the hands 
of the government, redempoon of notes bp every 
bank m some reserve city, as well as at its own 
counter, was provided for, the accumulation of 
a Surplus equal to at least one-fifth of the capital 
of any bank was required, provision was made for 
requiting full secunty from banks used as deposi- 
tories by the Treasury, the provisions as to the 
amount of capital and the terms on which a bank 
could begin its busmess were somewhat strength- 
ened, and m short the whole system was made 
firmer and more harmonious Without entering 
into the details of the legislation, it is enough to 
say that in the act of June 3, 18154, national 
banking system took the form which in essentials 
It still retains 

In Its provisions with respect to the state banks 
the act of 1864 made two significant changes. It 
provided expressly that state banks rcorganmng 
under the nanonal system might come m under 
their former names and withont change in the 
amount of their shares. Special provision was evert 
made for the exemption of stockholders from pet- 
sonal liability, under conditions intended to meet 
the case of the Bank of Commerce of New "^ork 
and in fact applicable to no other “ Tlie sections, 
however, which allowed the Issue of secured na- 
(tonal currency to state banks were omitted in 
rte revised act, and thus Ckingress planted itself 
finally on the ground of an exclusively national 
sj’stcm, and mvited the adhesion of all existing 

•Thn exempijon applied to existing rate banks hav- 
ing a capital of not less than $5/500,000 and a surplus 
of twenty pet cent " 
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banks, but rcjcctcJ any connection short of com- 
plete rcsj)onsibiht\ to national authority. No spe- 
cial tavation was* prescribed for the purpose of 
compelling the adhesion of distrustful or reluctant 
banks, but the lanjjuage used by the adsocates of 
the new law left little room for doubt that such 
measures would follow. For the present it w.is 
enough that the current of public ojiinion was set- 
ting in favor of the national system, and that many 
who had once opposed it now accepted the settled 
policy of the government and withdrew their 
opposition. 

'I he hesitation of the state banlvs as to reorgan- 
izing under the national s\ stem began to give way 
in the summer of i86^. The discussion of the sys- 
tem in Congrevs and the adoption of the amended 
act removed many special ob|ections to the l.iw, 
and made it certain that final acquiescence would 
be the only condition on which the right of issue 
could be cn|oycd. The financial strain of the war 
and the depreciation of the currency, shown by 
the price of gold, which fluctuated yiolently be- 
tween ioo and 185, had put an end to all probabil- 
ity of an early rccoycry, and made a long de- 
pendence on legal-tender paper of uncertain value 
altogether likely. To adjust themselyes to the pres- 
ent state of things bepan then to be thought wise 
by many who had hitherto maintained a merely 
CNpectant attitude. The announcements of inten- 
tion to reorganize began to be frequent in June 
and July. At the close of Noyember the Comp- 
troller reported that 584 national banks were in 
existence, of which probably about one-third w'crc 
reorganized state banks; and lie was able to say 
that of the last 100 banks organized, 67 were state 
banks, that nearly all the banking capital of Phil- 
adelphia had then been reorganized, and that of 
the mmierous applications then coming in most 
were for the coiucrsion of old banks. It was no- 
ticxable, how ever, that at that time only one of the 
banks in New' York City had reorganized, although 
several new banks had been established under the 
national system. Indeed, the Qimptrollcr was 
plainly cmbarras.sed by the hostile influence of 
the banks in New York; for after noticing the 
fear of some that the national banks might repro- 
duce the evils of the weaker state banks, he re- 
marked in thinly \ciled language that these ap- 
prehensions, entertained "or professed to be en- 
tertained by the bankers of a state, in which a 
system similar in some of its mam features was 
in jiractical operation, intimidated for a time the 
capitalists of other states, and letardcd the rcor- 
gani/ation of state banks.” A group of New York 
banks, however, took steps looking in the direc- 


tion of reorganization in December, ^ by the end 
of rhat month 11 of the Boston banks had reorgan- 
ized, and the stream of applications soon became 
so strong that nearly 500 banks were chanered in 
the fisc months from December 1, 1864, a large 
proportion of them being state banks reorganized, 
'riic change from the old system to the new' went 
on throughout the year 1865, and at the close of 
December was nearly complete, 158a banks then 
reporting to the Comptroller, of which more than 
900 were fonncrly state banks. 

Several influences had expedited this change. In 
the states having a large amount of bank capital, 
enabling acts had been passed in many eases, au- 
thorizing incorjioratcd banks to exchange their 
state charters for those of the United States with- 
out dissolution or w'inding up, thus preventing 
the expense, interruption to business, and loss in- 
cident to the collection and distribution of assets 
which would otherwise have been nccessarj’ upon 
the cessation of corporate existence under state 
laws, and making the reorganization a merely for- 
mal proceeding which left the identity of a bank 
unchanged. Acts of this sort W'cre adopted in 1863 
and 1864 by Massachusetts, Connecticut, and 
Pennsylvania, and early in i86j by Maine, Rhode 
Island, New' York, New' Jersey, Maryland, and 
Indiana. In some states, also, as in Massachusetts, 
the neglect or disinclination of the legislature to 
repeal the special tax laid by the state upon its 
banks had a serious elTect in turning the scale in 
favor of change. 

Far more important, how ever, was the influence 
exerted by the belief that Congress W'ould take 
steps to drive from the field all notes issued by 
st.itc banks, and the passage of a measure for this 

n iose, to take full effect in i8d6. The Comi)- 
er of the Currency, in the first year of the 
new' system, had refrained from advising any such 
action, but in his report of 1864 he clearly ex- 
pressed the opinion that the time had come for 
Congress to compel the w'lthdniwal of all state 
issues. 


When the bill amending the internal revenue 
act came before the House at the session of 1864- 
1865 this subject was discussed in a somewhat 
desultory manner, and opinion W'as found to be 
ctenly divided, but the House finally, on Feb- 


»Tlic Fourth National, the first bank witli large 
cwpiial to be organized in New York under the national 
sv,sicin, was due to the influence of Jay Cooke; and 
the fear of the fonnation by him of a bank with a 
capital of $50,000,000 is said by Mr. Cooke to ha\c 
been a factor in the change of policy of the other 
banks_ See "A Decade tif zVnicrican Finance," North 
Atmricait Rcx'inVi November, 1901. — Ennoii’s Nort. 
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ruary j8, by a vote of 68 to 67, inserted m the bill 
a section imposing a tax of ten per cent on all stare 
bank notes paid out by anv national or state bank 
after January 1, 1866 The bill then went to the 
Senate, and on March i a monon to strike out this 
section was refused by a vote of 20 to 22 On the 
next day the secaon was amended by substttoting 
July 1 for January 1 as the date when the tax 
should take effect, and a moaon to strike out was 
then refused, 17 to 21 This amendment was as- 
sented to by the House upon the report of a com- 
mittee of conference, and the section accordmgly 
became a part of the mtemal revenue amendment 
act, approsed March 3, 1865 It was looked upon 
by all parties as the natural sequel of the national 
bank acts, delayed by doubt or policy for a nme, 
but m fatt a vital part of the scheme. It suppressed 
the state bank notes by destroymg the profit of 
issue, but It avoided the seventy of some proposi- 
tions for the same object, which would have taxed 
outstandmg circulanoti, or would have uken ef- 
fect earlier, and this degree of moderanon was 
apparently necessary for the success of the meas- 
ure in either House Adopted at a moment when 
the establishment of the naaonal system was well 
advanced, the seeuon stood as a threat for the 
next sixteen months, and when at last it took 
effect, the state bank issues were rapidly disap- 
peanng 

There is no doubt also chat the high premium 
on gold from the spring of 1864 to the spring of 
1865 had an important influence in brmgmg many 
banks to an immediate decision of the question of 
reorganizanon When the suspension of specie 
payments took place, the banks m uventy-two 
loyal states, excluding those on the Pacific coast, 
held not far from $76,000,000 in specie, of which 
the banks of Boston, New York, and Philadelphia 
held $334100,000 During the year 1862 the hold- 
mgs for all the states referred to were above $81,- 
000,000, and the banks in the three aties at the 
end of the year had a specie reseri'e of $46,000,- 
000 The high rates for gold which prevailed 
throughout 1863 tempted many banks to sell their 
com, and probably caused a considerable redistri- 
bution of that which remained, but m January, 
1864, the banks m the three aaes still held $37,- 
000,000 Gold was then quoted at one hundred 
and fifri'-one, but it soon began to advance 
rapidlv On the list of June it passed two hundred, 
and w ith violent fluctuations remamed above this 
point for most of the tune until March, i86j. 
There was plainly a strong mdueement for banks 
holding large stocks of gold but carrynng on their 
busmess upon the paper basis, obliged to receive 
legal-tender notes m all payments, and not bound 


to make payment in any other medmm, to sell 
them specie for legal tender at these high rates 
So long as any need of preparation for even- 
tual specie payments had been felt to exist, or so 
long as further advance m the premium on gold 
was looked for, the specie might well be held, 
but as affairs stood m the summer of 1864 it is 
not surprising that the disposiuou to collect the 
profit to be made by the sale of gold began to 
strengthen. 

Not a few of the more conservauve managers 
of the banks saw with regret this tendency to 
place the whole business of banking upon the 
paper basis and were reluctant to admit that all 
the tesponsibiliiy for facilitating an ultimate re- 
turn to the specie standard could be thrown upon 
the government. From several quarters the propo- 
sition was made that the naaonal banks should be 
required to accumulate as a specie reserve some 
art of the com mterest received by them on the 
onds deposited to secure their notes The New 
York Qeanng-housc banks proposed a small ac- 
cumulaaon of this kind, which was rejected by 
the House without a count. In the Senate, Mr. 
CoUamcr of Vermont proposed that one-half of 
the com mterest shotild be added by the banks 
to their reserves until the entire reserve required 
by law should consist of com. Amended so as to 
require but one-fourth of the com mterest to be 
so retained, Mr CoUamer’s propositjon was re- 
jected by a vote of 15 to 20, and mus the amended 
law of 1864 went mto effect m a form which com- 
pletely Ignored the quesnon of providing for a 
return to specie The banks sold their gold freely 
as a preparaaon for reorganizmg under the na- 
aonal system, and the gold thus released swelled 
the strong current of exported metal, forced out 
of the country by the paper currency m the years 
1864, 1865, and 1866 By July, 1865, the specie 
held by the banks m the three cmes, ^ston, New 
York, and Philadelphia, had sunk to $20,000,000, 
and by January, 1866, the aggregate of specie held 
by the 1582 naaonal banks of the Umted States 
was under $20,000,000, and so far as shown by the 
quarterly reports it remamed below this pomt 
until 18^ In some cases the profit reaped by the 
banks from the sale of their specie, with other un- 
divided profits already m hand, was paid out as an 
extra dividend to stockholders upon the surrender 
of the state charters, m others it was used as the 
foundation for the surplus which naaonal banks 
were required to accumulate to the extent of one- 
fifth of their capital, or was added to surplus funds 
already held, and m others stall the opportunity 
was taken to mcrease capital by making stock 
dividends. ° 
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GREELEY-LINCOLN CORRESPONDENCE 


The GntFLEY-LiNcoLN correspondence reflects 
tlic conflict licnvcen antislavery and Unionist 
sentiment which was to be continued through 
titc decade following the Civil War. The ob- 
jective of Unionist policy was the preserva- 
tion of the nation. To that end, the slave Bor- 
der states — Missouri, Kentucky, Delaware, and 
Maryland — must be kept from seceding. Mili- 
tary measures alone were not sufficient-, the 
Border states must be conciliated and their 
property rights protected. In that spirit, federal 
mihtarjf commanders were required to return 
fugitive slaves to their masters, and Fremont’s 
proclamation freeing the slaves of rebel Mis- 
sourians was rescinded. Nor until 1862 did 
Congress provide against the army’s return of 
fugitive, cnpnircd, or refugee slaves, although 
rlie administration remained more tlian con- 
siderate of the rights of the loyal slavehold- 
ers. 

To antislavery men like Horace Greeley, the 
Lincoln administration was following a policy 
of rewarding its enemies and punishing its 
friends. Greeley stated this strongly in his 
Tribune editorial of August 19, 1862, in which 
he urged Lincoln to make emancipation a fed- 
eral policy. Lincoln replied caustically, declar- 
ing that his purpose was to save the Union, 
emancipation was an irrelevant issue, 

Yet, within a month, Lincoln issued his Pre- 
liminary Proclamation of Emancipation. The 
war was still being fought to preserve the 
Union, but compensation was offered those 
slave states, not in rebellion, which should pro- 
vide for the immediate or even the gradual 


abolition of slavery. From the first of Januarj', 
1863, all slaves in areas still in rebellion by that 
date were to be free. 

Nearly all the South remained m rebellion 
by the date set; thereupon, the definitive Eman- 
cipation Proclamaaon was issued. Interestingly 
enough, not all parts of the original seceding 
states were included, for the whole of Ten- 
ne.sscc and West Virginia and a number of 
parishes in Louisiana were excepted from the 
Proclamation. It was a military measure, to be- 
come elfcctivc largely in the future, since the 
South must be conquered before its slaves could 
be freed. Yet the Proclamanon clarified the 
situation for the antislavery men at least; the 
bondsmen of rebels were not only to be freed 
but were to be received into the armed forces 
in a limited measure. The Proclamation said 
on this point: “such persons will be received 
into the armed services of the United States 
to garrison forts, positions, stations, and other 
places, and to man vessels of all sorts in said 
sendee.” Tims, Lincoln was not yet ready to 
welcome Negroes as combatant troops. Yet, 
the vet)' fact that slaves were urged to refrain 
from violence except m self-defense seemed a 
step in advance: to admit that a slave was en- 
titled to defend himself implied self-ownership, 
and that meant the ultimate admission of free- 
dom as a nght, not a mere military neces- 
sity, 

Greeley’s editorial is reprinted from the 
New York Tribune for August 19, 1862; Lin- 
coln’s reply and the Preliminary Proclamation 
from contemporary newspapers. 
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The Prayer of Twenty Mtlhons 

BY HORACE GREELEY 


To Abraham Lincbln, PREsronn- of the United 

States 

Dear Sir I do not intrude to tell you — for you 
must know already — that a great proportion of 
those who tnumphed m your election, and of all 
who desire the unqualified suppression of the re- 
bellion now desolaang our countr)', ate sotely 
disappointed and deeply pamed by the pohcy you 
seem to be putsumg with regard to the slaves of 
rebels I write only to set succinctly and unmis- 
takably before you what we requite, what we 
thbik we have a right to expect, and of what we 
complain. 

) We require of you, as the first servant of the 
Repubhc charged especially and preemmently 
with this duty, that you EXECUTE THE 
LAWS 

11 We think you are strangely and disastrously 
remiss m the discharge of your official and unpet- 
ative duty with regard to the emanapatmg provi- 
sions of the now Confiscation Act Those pro- 
visions were designed to fight Slavery with 
Liberty They prescribe that men loyal to the 
Union, and willmg to shed their blood m her be- 
half, shall no longer be held, with the naaon's 
consent, in bondage to persistent, malignant trai- 
tors, who for twenty years have been plotting 
and for sbttecn months have been fighting to di- 
vide and destroy our country' Why these traitors 
should be treated with tenderness by you, to the 
prejudice of the dearest tights of loyal men, we 
cannot conceive 

ni We think you are unduly mfluenccd by the 
councils, the representations, the menaces, of cer- 
tain fossil politicians hailing from the Border 
Slaie States Knowing well that the heartily, un- 
conditionally loyal portion of the white atizens 
of those States do not expect nor desire that Slav- 
ery shall be upheld to the prejudice of the Union 
— (for the truth of which we appeal not only to 
every Republican residing m those States, but to 
sucli eminent loyalists as H Winter Daws, Par- 
son Brownlow, the Umon Central Committee of 
Baltimore, and to The Nashville Union) — we ask 
vou to consider that Slavery is everywhere the in- 
citing cause and sustaining base of treason the 
most slavcholding sections of Maryland and Dela- 
u arc being this day, though under the Union flag, 
in full sympathy with the rebellion, whOe the free 
tabor portions of Tennessee and of Texas, though 


writhing under the bloody heel of treason, are 
unconquerably loyal to the Union It seems 
to us the most obvious truth, that whatever 
strengthens or fortifies Slavery m the Border 
States strengthens also treason, and drives home 
the wedge mtended to diwdc the Umon Had 
you, from the first, refused to recognize m those 
Sutes, as here, any other than uncondmonnl loy- 
alty— that which stands for the Union, whatever 
may become of Slavery — those States would have 
been, and would be, far more helpful and less 
troublesome to the defenders of the Umon than 
they have been, or now are 

IV We think timid counsels in snch a crisis 
calculated to prove penlous, and probably disas- 
trous. It IS the duty of a Government so wantonly, 
wickedly assailed by rebellion as ours has been, to 
oppose force to force in a defiant, dauntless spirit. 
It cannot afford to temjaorize with traitors, nor 
with semi-tianois It roust not bribe them to be- 
have themselves, nor make them fair promises in 
the hope of disarming their causeless hostihty 
Representing a brave and high-spinted people, it 
can afford to forfeit any thmg else better than its 
own self-respect, or tfielr adminng confidence. 
For our Government even to seek, after war has 
been made on it, to dispel the affected apprehen- 
sions of armed traitors that their cherished priv- 
ileges may be assailed by it, is to mvite insult and 
encourage hopes of its own downfall The msh 
to arms of Otuo, Indiana, Illinois, is the true an- 
swer at once to the rebel raids of John Morgan 
and the traitorous sophistnes of Bcriah Magoffin 

V We complain that the Umon cause has suf- 
fered, and is now suffermg immensely, from mis- 
taken deference to robe! Slavery Had you, sir, in 
your Inaugural Address, unmistakably given no- 
nce that, in case the rebellion already commenced, 
were persisted in, and your efforts to preserve the 
Union and enforce the laws should be resisted by 
armed force, you 'would rofogntze no loyal person 
as rightfully held in Slavery by a traitor, we be- 
lieve the rebellion would therem have received a 
stageenng if not fatal blow At that moment, ac- 
cording to the returns of the most recent elec- 
nojis, the Unionists were a large majority of the 
voters of the slave States But they were composed 
in good part of the aged, the feeble, the werithy, 
the dmid— the young, the reckless, the aspiring, 
the adventurous, had already been largely Ipr^ 
by the gamblers and negro-traders, the politicians 
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by trade and the conspirators by instinct, into the 
toik of treason. Had you then proclaimed that 
rebellion would strihc the shackles from the slates 
of every traitor, the wealthy and the cautious 
would hate been suophed with a powerful in- 
ducement to remain loyal. . . . 

VI. We complain that the Confiscation Act 
which you approved is habitually disregarded by 
your Generals, and that no word of rebuke for 
them from you has yet reached the public car. 
Fremont’s Proclamation and Hunter’s Order fa- 
voring Emancipation were promptly annulled by 
you; while Hallcck’s Number Three, forbidding 
jugitives from slavery to rebels to come within his 
lines — an order as unmilitarj' as inhuman, and 
which received the hearty' approbation of every 
traitor in America — with scores of like tendency, 
have never provoked even your remonstrance. 
. . . And finally, we complain that you, Mr. Presi- 
dent, elected as a Republican, knowing well what 
an abomination Slavery is, and how emphatically 
it IS the core and essence of this atrocious rebel- 
lion, seem never to interfere with these atrocities, 
and never give a direction to your military sub- 
ordinates, which does not appear to have been 
conceived in the interest of Slavery rather than of 
Freedom. 

Vlll. On the face of this wide earth, Mr. Presi- 
dent, there is not one disinterested, determined, 
intelligent champion of the Union cause who docs 
not feel that all attempts to put down the rebel- 
lion and at the same time uphold its inciting cause 
arc preposterous and futile — that the rebellion, if 
crushed out to-morrow, would be renewed within 
a year if Slavery were left in full vigor — that army 
officers who remain to this day devoted to Slav- 
ery’ can at best be but half-way loyal to the Union 
— and that every hour of deference to Slavery is 
an hour of added and deepened peril to the Union. 
I appeal to the lestimony of your ambassadors 
ill Europe. It is freely at your service, not at mine. 


Ask them to tell you candidly whether the seem- 
ing subserviency of y our policy' to the slavchold- 
ing, slavery-upholding interest, is not the pcrple.v- 
ity, the despair of statesmen of all parties, and be 
admomsheu by' the general answer' 

IX I close as I began with the statement that 
vv’liat an immense majority' of the loyal millions of 
y’our countrymen require of y'ou is a frank, de- 
clared, unqualified, ungrudging evccution of the 
laws of the land, more especially' of the Confisca- 
tion Act. That act gives freedom to the slaves of 
rebels coming within our lines, or whom tiiosc 
lines may at any time inclose — we ask y’ou to 
render it due obedience by publicly requiring all 
your subordinates to rccopnuc and obey' it. The 
rebels are everywhere using the late anti-negro 
riots in the North, as they have long used y’our 
officers’ treatment of negroes in the South to con- 
vince the slaves that they have nothing to hope 
from a Union success — that we mean in that case 
to sell them into a bitter bondage to defray' the 
cost of the war Let them impress this as a truth 
on the great mass of their ignorant and credulous 
bondmen, and the Union will never be restored — 
never. We cannot conquer ten millions of people 
united m solid phalanx against us powerfully’ 
aided by Northern sy'mpathizcrs and European 
allies. We must have scouts, guides, spies, cooks, 
teamsters, diggers and choppers from the blacks 
of the South, whether we allow them to fight for 
us or not, or we shall be baffled and repelled. As 
one of the millions who would gladly have avoided 
this struggle at any' sacrifice but that of principle 
and honor, but who now feel that the triumph of 
the Union is indispensable not only' to the exist- 
ence of our country’ but to the weli-bcing of man- 
kind, 1 entreat you to render a hearty and un- 
equivocal obedience to the law of the land. 

Yours, 

Horace Greeley. 


Lmcolu's Reply to Greeley 


Executive Mansion, Washington, Aug. 22, 1862. 

Hon. Horace Greeley: 

Dear Sir — I have just read yours of the 19th 
instant, addressed to my'self through the Nevy 
York Tribune, 

If there be in it any statements or assumptions of 
fact which 1 may' luiow to be erroneous, I do not 
now and here controvert them. 

)f there be any inferences which I may believe 


to be falsely drawn, I do not now and here argue 
against them. 

If there be perceptible in it an impatient and 
dictatorial tone, I waive it in deference to an old 
friend whose heart I have always supposed to be 
right. 

As to the policy I “seem to be pursuing,” as you 
say, I have not meant to leave any one in doubt. 
1 would save the Union. 1 would save it in the 
shoncst way under the Constitution. 
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The sooner the national authority can be re- 
stored the nearer the Union will be — the Union 
as It nas. 

If there be those who would not save the Union 
unless they could at the same tune save slavery, 
I do not agree v.nth them 
If there be those who would not save the Umon 
unless they could at the same tune destroy slavery, 
1 do not agree with them. 

My paramount object is to save the Union, and 
not either to save or destroy slavery 
If 1 could save the Union without freemg any 
slave, I would do it — if I could save it by freemp 
all the slaves, 1 would do it — and if 1 could do it 
by freemg some and leavmg others alone, I would 
also do that. 
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What 1 do about slavery and the colored race, 
I do because I beheve it helps to save this Union, 
and what I forbear, I forbear because I do not be- 
heve It would help to save the Union. 

1 shall do less whenever I shall beheve what I 
am domg hurts the cause, and I shall do more 
whenever I beheve doing more will help the 
cause. 

1 shall ny to correct errors when shown to be 
errors, and I shall adopt new views so fast as they 
shall appear to be true views 

1 have here stated my purpose accordmg to my 
views of official duty, and I mtend no modifica- 
tion of my oft-espressed personal wish that all 
men everywhere could be free Yours, 

A. Lincoln. 


The Preltnnnary Emmapatton Proclamation 

BY ABRAHAM LINCOLN 


September jj, 1861 
1, Abraham Ld.coln, President of the Umted 
Sutes of America, and commander-m-chief of the 
army and navy thereof, do hereby proclaim and 
declare that hereafter, as heretofore, the war will 
be prosecuted for the object of practically restor- 
ing the constitutional relation beuveen the United 
States and each of the States, and the people 
thereof, m which States that relation is or may be 
suspended or disturbed 

That It IS my purpose, upon the nc.rt meetmg 
of Congress, to again recommend the adoption of 
a practical measure rendenng pecuniary aid to 
the free acceptance or rejection of all slave States, 
SO called, the people whereof may not then be m 
rebelhon against the Umted States, and which 
States may then have voluntarily adopted, or 
thereafter may voluntarily adopt, immediate or 
gradual abolishment of slavery within their re- 
spcctiie Imiits, and that the effort to colonize 
persons of African descent with their consent 
upon this contment or elsewhere, with the pre- 
viously obtained consent of the governments ex- 
isting there, will be contmued 

That on the first day of January, m the year 
of our Lord one thousand eight hundred and 
sixty-thrcc, all persons held as slaves within any 
State or designated part of a State the people 
n hereof shall then be m rebellion against the 
United States, shall be then, thenceforward, and 
foreser free, and the Executiie Government of 
the United States, includmg the military and 
nai al authority thereof, w III recognize and mam- 
tiin the freedom of such persons, and will do no 
aa or acts to repress such persons, or any of them. 


m any efforts they may make for their actual free- 
dom 

That the Executive will, on the first day of 
January aforesaid, by proclamaaon designate the 
States and parts of States, if any, m which the 
people thereof, respectively, shall then be in re- 
belhon against the Umted States, and the fact 
that any State, or the people thereof, shall on 
that day be m good faith represented m the Con- 
gress of the XJnited States by members chosen 
thereto at elections wherem a majority of the 
qualified voters of such State shall have partici- 
pated, shall, m the absence of strong counter- 
vailing testimony, be deemed conclusive evidence 
that such State, and the people thereof, are not 
then m rebelhon agamst the Umted States 

That attennon is hereby called to an act of 
Congress entitled "An aa to make an additional 
article of war,” approved March 13, 1861, and 
which act IS m the words and figure foUowmg 

Be it enacted by the Senate and House of Rep- 
resentatives of the United States of Amenca m 
Congress assembled. That hereafter the followmg 
shall be promulgated as an addiaonal article of 
war, for the government of the army of the 
Umted States, and shall be obeyed and observed 
as such 

Article — All officers or persons m the mfli- 
tarv or naval service of the Umted States are pro- 
hibited from emplojung any of the forces under 
their respecuve commands for the purpose of re- 
turning fugitives from service or labor who may 
have escaped from any persons to whom such 
semcc or labor is clauned to be due, and any offi- 
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ccr who shill be found guilty by a court martial 
of violating this article shall be dismissed from 
the sen ice. 

Slc. I. And be it further enaacd, That this act 
shall take effect from and after its passage 

Also to the ninth and tenth sections of an act 
entitled “An act to suppress insurrection, to 
punish treason and rebellion, to seize and con- 
fiscate propert)' of rebels, and for other purposes,” 
approsed July 17, i86i, and which sections arc in 
the w'ords and figures following: 

See. 9 And be it further enacted. That all slaves 
of persons who shall hereafter be engaged in re- 
bellion agamst the Government of the United 
States, or who shall in an}’ ivay give aid or com- 
fort thereto, escaping from such persons and tak- 
ing refuge within the lines of the army; and all 
slaves captured from such persons or dcsened by 
them, and coming under the control of the Gov- 
ernment of the United States, and all slaves of 
such persons found ou [or] being within any place 
Occupied by rebel forces and afterwards occupied 
bv the forces of the United States, shall be deemed 
captives of war, and shall be forever free of their 
scnitude, and not agam held as slates, 

Stc. 10. And be it further enacted. That no 
slave escaping into anv State, Territory, or the 
District of Columbia, ^rom any other State, shall 
be delivered up, or in any way impeded or hin- 

LINCOLN AND 

’I*UE covKi.iCT between the Abolitionist and the 
Unionise elements in the Republican party 
grew as the Civil War continued and gradu- 
ally merged into the later conflict bervVeen the 
Radical and the conciliatiomst factions of the 
Reconstruction period. Among the Radical 
Republicans, few are more intercstmg than 
Congressman George W. Juhan of Indiana. 
Julian (1817-1899) was a Democrat by polit- 
ical origin, an antislavery man by conviction, 
and one of the earliest proponents of reform 
in the federal land system, in railroad manage- 
ment, and in the civil sennee. His speech of 
Februar}' 7, 1865, in the Committee of the 
Whole on the State of the Union is a long ex- 
ercise in saying “I told you so." The war w’as 
all but over and the country must decide on 
its policy tow'ard the seceded states, there 


dered of his hbert)’, except for crime, or Sdme 
offense against the laws, unless die person claim- 
ing said fugitive shall first make oath that die per- 
son to w horn the labor or sen'ice of such fugitive 
IS alleged to be due is his lawful owner, and has 
not borne arms against the United States in the 
present rebellion, nor m any w’ay given aid and 
comfort thereto; aild no person engaged in the 
military or naval service of die United States shall, 
under any pretense w'hatever, assume to decide on 
the \ ahdity of the claim of any person to the serv- 
ice or labor of any other person, or surrender up 
any such person to the claimant, on pain of bemg 
dismissed from the service. 

•And I do herebv enjoin upon and order all per- 
sons engaged in the militar}’ and naval service of 
the Umted States to observe, obey, and enforce, 
within their respeedve spheres of service, the act 
and sections above recited 

And the Executive will in due time recommend 
that all citizens of the Umted States who shall 
have remained loyal thereto throughout the rc*- 
bellion shall (upon the restorauon of the consti*- 
tutional relation between the United States and 
their respective States and people, if that relation 
shall have been suspended or disturbed) be com- 
pensated for all losses by acts of the United States, 
including the loss of slaves 

In witness, etc, 

Abraham Lincoln, 

THE RADICALS 

would be conflict between Softness and d 
proper severity, as there had been conflict bc- 
tw'cen unionism and antislavery. The President 
and the army had truckled to proslavery senti- 
ment only to discover that the Radical course 
was correct. This had been a landholders’ 'ds 
W'cll as a slaveholders’ rebellion, Julian argued, 
and confiscation of rebels’ property accorded 
with the law's of nations and the laws of war. 
The rebels’ estates must be taken ffotn them. 
But, once confiscated, those estates must not 
again fall into monopolist control; they should 
be divided among the freedmen and the poor 
W'hitcs, for “. . . nothing can atone for the 
W'oes and sorrows of this w'ar but the thorough 
reorganization of society in these revolted 
states.*’ 

Repeatedly, in his Political Recollections 
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(New York, 1884), Julian tells of his efforts to 
ivin the passage of a laiV to confiscate the es- 
tates of seceders, a measure svhich he consid- 
ered the true test of the seriousness of the Lin- 
coln administration. As Julian puts it. 

“The passage of the Southern Homestead 
Bill, however, could onljt prove a very partial 
measure without an enactment reachmg the 
fee of rebel land owners, and 1 confidently an- 
ticipated the endorsement of such a measure 
by the Rcpubbcan National Convention, 
which was to meet m Baltimore, on the seventh 
of June [1864] I ivas much gratified when the 
National Union League approved it. In its Con- 
vention m that city the day before, and a reso- 
lution embodymg it was also reported favor- 
ably by the sub-cortittuttee on resolutions of 
the National Republican Convention the nett 
day But the General Committee, on the mo- 
oon of McKee Dunn of Indiana, always an 
incorrigible conservative, struck it out, much 
to the disappointment of the Republican 
masses. To me it was particularly vexatious, as 
the measure was a pet one of mine, having la- 
bored for It with much zeal, and in the confi- 
dence that the National Convention would ap- 
prove It. 

"Having understood that Mr Lmcoln had 
changed his opimon respecting the power of 
Congress to confiscate the landed estates of 
rebels, I called to see him on the subject on the 
2nd of July, and asked him if I might say to 
the people that what I had learned on this sub- 
ject im true, assuring him that I could make 
a far better fight for our cause if he would 
permit me to do so He replied that when he 
prepared his veto of our law on the subject 
tM'o years before, he had not examined the 
matter thoroughly, but that on further reflec- 
tion, and on reading Solicitor Whiting's law 
argument, he had changed lus opinion, and 
thought he wouid now sign a bili striking at 
the fee, if we would send it to him 1 u'as much 
gratified by this Statement, which was of serv- 
ice to the cause in the canvass, but, unfortu- 
natcl\ , constitutional scruples respcaing such 
legislation gamed ground, and although both 
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Houses of Congress at different times endorsed 
the pnnciple, it never became a law, owing to 
Unavoidable differences between the President 
and Congress on the cpiestion of reconstruc- 
tion The acuon of the President m dealmg 
wnth rebel land owners was of the most sen- 
ous character It paralyzed one of the most 
potent means of putting down the Rebelhon, 
prolonging the conflict and aggravating its 
cost, and at the same time left the owners of 
large estates in full possession of their lands at 
the end of the struggle, who naturally ex- 
cluded from the ownership of the sod the 
freedmen and poor whites Who had been 
friendly to the Union; whde the confiscation 
of life estates as a war measure was of no prac- 
tical advantage to the Govertunent or disad- 
vantage to the enemy.” 

Julian’s poor opinion of the Lincoln adminis- 
tration was not softened by time Lmcoln was 
too ready to conciliate in a sitUatiDn which 
called for root-and-branch reform the South- 
ern planter had made the society which cul- 
mmated m the rebellion, if the results of sup- 
pressing that rebellion were to be secure, the 
planter class must be attacked at the economic 
base of its power 

In something of Juban’s spirit, though with- 
out his concern for the freedman and the loyal 
poor whites of the South, Benjamin F. Wade 
of Ohio and Henry Wmter Davis, representa- 
tive from Maryland, gave their names to legis- 
lation seeking to make ceitam that the defeated 
South should not resume its place m Congress 
until It had defimtely and finally abolished 
slavery and repudiated the Confederate debt. 
To achieve this purpose. Congress passed a bill 
designed to remove the problem of restoring 
the Umon from the executive to the legislative 
sphere. 

For Lincoln had initiated a program of his 
own As early as December, 1863, he had of- 
fered pardon and the restoration of property 
to Confederates who would take a prescribed 
oath of loyalty. When the number of these 
oath-takers came to equal one tenth of the Vot- 
mg populauon of i8fio, a political organization 
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set up by them might be recognized as a state 
government. 

To the Radicals, such a policy seemed but 
another instance of a government’s rewardmg 
Its foes. But when the Wade-Davis bill reached 
him — only a few hours before the end of the 
session — Lincoln, instead of using the pocket 
veto, chose to issue a proclamauon giving his 
reasons for refraining from signing the bill. He 
was not entirely opposed to it as one possible 
mode of Reconstruction, but he did not wish 
to be committed to an e.\clusivc pohey: much 
good had been accomplished by his own plan, 
tliat good should not be sacrificed. 

Lincoln’s reasoning evoked an ill-tempered 
reply from the men who had given their names 
to the bill. Davis had long been opposed to a 
Republican renomination for Lincoln When 
the effort to subsutute Chase or Fremont had 
failed, Davis had hoped for a vigorous plat- 
form from the Democrats. Even the Demo- 
cratic dcclarauon that the war was a failure 
did not alter Davis’s conviction: General 


George B. McClellan, the Democratic nom- 
inee, would probably carr^'’ New York and 
Pennsylvania against Lincoln. The Wade- 
Davis Manifesto, in ans^vcr to Lincoln’s proc- 
lamation, is part of the Radicals’ continued 
campaign to push another candidate into Lin- 
coln’s place. The message was entirely im- 
proper, if not positively illegal, the Manifesto 
declared. The governments organized under 
Lincoln’s plan were mere shadows and in no 
way worthy of trust. By his support of them, 
the President had, in effect, declared that “his 
wisdom and prudence” were to be the coun- 
trj^’s only safeguard against a renewal of the 
rebellion in the areas he decided were fit to 
return to the Union. “A more studied outrage 
on the legislative authority of the people has 
never been perpetrated,” said the Manifesto. 
Thus the stage was already set in 1864 for the 
bitter struggle over Reconstruction. 

The selection reprinted here is from Julian’s 
Speeches on Political Questions (New York, 
1872). 


Radicalism and Conservatism — the Truth of History 

Vindicated 

BY GEORGE W. JULIAN 


PtRiiAPs NO task could be more instrucuve or 
rofitablc, in these culminating daj's of the re- 
clhon, than a review of the shifting phases of 
thought and policy which have guided the admin- 
istration in its endeavors to crush it. Such a retro- 
spect M ill help us vindicate the real truth of his- 
tor)', both as to measures and men. It will bring 
out, in the strongest colors, tlie contrast between 
Radicalism and Conservatism, as nval political 
forces, each maintaining a var)'ing control over 
the conduct of the war. It will, at the same time, 
point out and emphasize those pregnant lessons 
of the struggle which may best supply the govern- 
ment with counsel in its further prosecution The 
faithful performance of this task demands plain- 
ness of speech; and I shall not shrink from my ac- 
customed use of it, m the interests of truth and 
freedom. 

At the beginning of this war, Mr. Chairman, 
neither of the parties to it comprehended its char- 
acter and magnitude. Its actual liistory has been 


an immeasurable surprise to both, and to the whole 
civilized world. Tlie rebels evidently c.xpccted to 
make short work of it. Judging us by our habitual 
and long-contmued submission to Southern dom- 
ination, and confiding in the multiplied assurances 
of sj'mpathy and help which tlicy had received 
from their faitliful allies m the North, they re- 
garded the work of dismemberment as neither 
difficult nor expensive. They did not dream of the 
grand results which have proceeded from their 
mad enterprise. Nor does their delusion seem to 
have been at all strange or unnatural Certainly, 
it was not more remarkable than the infatuanon 
of the administranon, and its conservative fnends. 
The government understood the conflict as httle, 
and misunderstood it as absolutely, as its foes 
This, sir, is one of the lessons of the war which I 
think it worth while to have remembered. This 
revolt, it was believed, was simply a new and en- 
larged edition of Southern bluster. The govern- 
ment did not realize the inexorable necessity of 
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ictual %var, because it lacked the moral vision to 
perceive the real nature of the contest To every 
suggestion of so dire an event it turned an averted 
face and a deaf car It hoped to restore order by 
making a show of war, without actually calling 
mto play the terrible engmery of war It trusted 
m the wrm, without the power of war, just as 
some people have trusted in the form, without the 
power of godlmess. It will be remembered that 
just before the battle of Ball’s Bluff, General Mc- 
Qellan ordered Colonel Stone to “make a slight 
demonstration against the rebels,” which might 
“haie the effect to dnve them from Leesburg" 
The government seems to have pursued a like 
jiohcy m dealmg with the rebellion itself “A 
slight demonstration," it was beheved, would 
“have the effect” to arrest the rebels in their mad- 
ness, and reestablish order and peace in about 
“suny days,” without allowmg them to be seri- 
ously hurt, and without unchammg the oger of 
war at all The philosophy of General Patterson, 
who kindly advised that the war on our part 
should be "conducted on peace pnnaples,” was 
by no means out of fashion with our rulers, and 
the conservative leaders of opinion generally 
Even the Commandet-m-chief of our army and 
naw scouted the idea of putting down the rebel- 
lion by mihtary power He thought the country 
was to be saved by giving up the prinaples it had 
(utly won by the ballot m the year i860, and to 
the mamtenance of which the new administra- 
tion was solemnly pledged He beheved m “con- 
ciliation,” in “compromise,” — the meanest word m 
the whole vocabulary of our politics, except, per- 
haps, the word “conservative,” — and had far less 
faith in the help of bullets and bayonets in man- 
aging the rebels than in the power of our broth- 
erly love to melt their susceptible hearts, and woo 
them back, gently and lovingly, to a sense of their 
madness and their crime. Our distinguished Sec- 
retary of State declared that “none but a despotic 
or imperial government would seek to subjugate 
thoroughly disaffected sovercignues ” The policy 
of coeremg the revolted States was disavowed by 
the President himself m his message to Congress 
ofjulv, iS6f 

Nor did the Legislative Department of the gov- 
ernment, at that tune, disagree with the Executive 
On the lid day of July of the same year, — and I 
say It with sorrow and shame, — on the very morn- 
ing folloumg the first battle of Bull Run, the 
House of Representatives, speaking m the form 
of solemn legislative resolves, as did the Senate 
tivo dyy later, declared that it was not the pur- 
pose of the goiemment to “subjugate” the villains 
who began this nork of organized and mcxcusable 
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rapine and murder. Indeed, it was not then the 
fashion to call them villauis. In the very pobte and 
gmgerly phrase of the times they were styled “our 
nusgmdcd fellow-citizens,” and “our erring South- 
ern brethren,” while the rebel States themselves 
were lovmgly referred to as "our wayward sis- 
ters ” The truth is, that for about a year and a 
half of this war the poUcy of tenderness to the 
rebels so swayed the administration that it seemed 
far less mtent upon crushmg the rebelhon b^ 
arms, than upon contriving “how not to do it. 

Not the spirit of war, but the spirit of peace, 
seemed to dictate our principles of action and 
measures of pobey toward the men who had re- 
solved, at whatever hazard or sacrifice, to break 
up the government by force This policy, sir, had 
It been continued, would have proved the certain 
triumph of the rebel cause. With grand armies m 
the field, and all the costly machmery of war m 
our hands, our opportumties were sinned away by 
inactivity and dday, while the rebels gathered 
strength from our mdecision and weakness. A 
major-general m our army, and as brave and pa- 
tnooc a man as hves. said to me m the early stages 
of the war that the grand obstacle to our success 
was the lack of resentment on our part toward 
traitors. He said we did not adequately hate them, 
and he urged me, if m any degree m my power, 
to breathe into the hearts of the people m the loyal 
States a spirit of righteous indignaaon and wrath 
toward the rebels, commensurate with the un- 
matched enormity of their deeds This spnit, Mr 
Chairman, was a military necessity The absence 
of It furnishes the best explananon of our failure 
dunng the period referred to, while its accept- 
ance by the government maugurated the new pol- 
icy which has ever since been giving us victories. 

That this sickly pohey of an inoffensive war has 
naturally prolonged the struggle, and greatly aug- 
mented Its cost in blood and treasure, no one can 
doubt. That it belongs, with its entire legacy of 
frightful results, exclusively to the conservaave 
element m out politics, which at first ruled the 
government, is equally certam. The radical men 
saw at first, as clearly as they see to-day, the char- 
acter and spirit of this rebel revolt. The massacre 
at Fort PQlow, the starvation of our soldiers at 
Richmond, and the whole black catalogue of rebel 
atroaties, have only been so many verified pre- 
dictions of the men who had studied the institu- 
tion of slavery, and who regarded the rebelhon 
as the natural fruit and culmination of its Chnst- 
less career And hence it was that in the very be- 
ginnmg of the war, radical men were in favor of 
Its vigorous prosecuQon. They knew the foe with 
whom we had to wrestle. . . They knew that 
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in struggling witli such a foe we were shut up to 
one grand and inevitable necessity and duty, and 
that ttas entire and absolute siib}iigatiaH. All this 
was avowed and insisted upon by the earnest men 
who understood the nature of the conflict, and 
as persistently disavowed and repudiated by the 
govemiiient and its conservative advisers. 

But a umc came when its lessons had to be un- 
learned In the school of trial it was forced to 
admit that war does not mean peace, but exactly 
the opposite of peace. Slowly, and step by step, 
it yielded up its theories and brought itself face to 
face with the stern facts of the crisis. The gov- 
ernment no longer gets frightened at the word 
subjugate, because of its literal etymolog)', but 
is manfully and successfully endeavoring to place 
the yoke of the Constitution upon the unbaptized 
necks of the scoundrels who have thrown it off. 
The war is now recognized as a struggle of num- 
bers, of desperate physical violence, to be faugbc 
out to the bitter end, without stopping to count 
Its cost in money or in blood. Botli the people 
and our armies, under this new dispensation, have 
been learning how to hate rebels as Christian pa- 
triots ought to have done from the beginning 
They have been learning how to hate rebel sym- 
pathizers also, and to brand them as even meaner 
than rebels outright. They reprd the open- 
throated traitor, who stakes his luo, his property, 
his all, upon the success of his conspiracy agaiast 
the Constitution and the rights of man, as a more 
tolerable character than the skulking miscreant 
who in his heart wishes the rebellion God-speed, 
while masquerading in the hypocritical disguise of 
loyalty. Had the government been animated by a 
like spirit at the beginning of the outbreak, prac- 
tically accepting the truth that there can be no 
middle ground between treason and loyalty, rebel 
sympathizers would have given the country far 
less trouble than they have done. A little whole- 
some severity, summarily administered, would 
have been a most sovereign panacea On this point 
the people were in advance of the administration, 
and they are to-day. Their earnestness has not yet 
found a complete and authoritative expression in 
the action of the government. A system of retalia- 
tion, which would have been a measure of real 
mercy, has not yet been adopted. Our cause is not 
wholly rescued from the control of conservative 
oliticians and generals. Much remains to be done; 
ut far more, certainly, has already been accom- 
plished. The tunes of brotherly love toward rebels 
in arms have gone by forever. Such men as Mc- 
Clellan, Buell, and Fitz-John Porter, are generally 
out of the way, and men who believe in figbttng 
rebels are in active command. This revolution in 


the war policy of the government, as already ob- 
served, was absolutely necessary to the s.alvation 
of our cause, and the country will not soon forget 
those earnest men who at first comprehended the 
crisis and the duty, and persistently urged a vigor- 
ous policy, suited to remorseless and revolution- 
ary violence, till the govermiient felt constrained 
to embrace it. 

But a vigorous prosecution of the war, Mr, 
Chairman, was not enough. While this struggle 
IS one of numbers and of violence, it is likewise, 
and still more emphatically, a war of ideas, a con- 
flict between two forms of civilization, each wres- 
tling for the mastery of the countty'. No one now 
pretends to dispute this, nor is it easy to under- 
stand how any one could ever have faded to per- 
ceive It. Bur the government, in the beginning, 
did not believe it. It tried, with all its might, not 
to believe it, and to persuade the world to dis- 
bclicve It. Ic insisted chat the teal cause of the 
war did not cause it at all. The rebellion was the 
work of chance, a stupendous accident, leaping 
into life full grown, without father or mother, 
without any discoverable genesis. It was a huge, 
black, ponentous, nauonal not, which must be 
suppressed, but nobody was to be aflowed to say 
one word about the causes which produced it, 
or tlie issues involved in the struggle. Sdcnce was 
to be our supreme wisdom. Hence it was that the 
government, speaking through its high function- 
aries, declared that the slavery question was not 
involved m the quarrel, and that every slave in 
bondage would remain in exactly the same con- 
dition after the war as before. Hence it was that, 
when a celebrated proclamation was issued, giv- 
ing freedom to the slaves of rebels in Missouri, it 
was revoked by the government in order to plea.se 
the State of Kentucky, and placate the power 
that began the war. Hence, under General Hal- 
leck’s "Order No. 3,” which remained in force 
more than a year, the swarms of contrabands who 
came thronging to our lines, tendering us the use 
of their muscles and the secrets of the rebel prison- 
house, were driven away by our commanders. 
Hence it was that our soldiers were compelled to 
serve as slave-hounds in chasing down fugitives 
and sending them back to rebel masters, and that 
General McClellan, who always loved slavery 
more than he loved his country', and who declared 
he would put down slave insurrections “with an 
mon hand,’ was continued as Conunandcr-in-chief 
of our armies long months after the country de- 
sired to spew lum out. Hence, likewise, so many 
thousands of our soldiers were compelled to dig 
apd ditch in the swamps of the Chickahominy 
till the cold sweat of death gathered on the handle 
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of the spado, whJe swarms of stalwart negroes, 
able to relieve them and eager to do so, were de- 
nied the pnvdege, lest it should offend the nostrds 
of democratic gentility, and give aid and comfort 
to the abolmonists Hence it was that the Presi- 
dent, instead of striking at slavery as a militoiy 
necessity, and whde rehuku^ that policy m hia 
dcalmgs with Hunter and lydmont, was at the 
same time so eamestljt espousmg chimerical proj- 
ects for the colonization of negroes, coupled with 
the policy of gradual and compensated emanapa- 
tton, which should take place some time before the 
year 1900, if the slaveholders should be willing, 
jdcuce It was that very soon after the administra- 
tion had been installed m power it began to lose 
Sight of the pqnciples on which it had triumphed 
in t86o, allowing four fifths of the offices of the 
army and navy to be held by men of known hostil- 
ity to those prmciples, while the vanons depart- 
ments of the government in this city were largely 
filled by rebel sympathizers. Hence it was that 
for nearly two years of this war the government, 
while smiting the rebels with one hand, was with 
the other guardmg the slave property and pro- 
tecting the constitutional nghts of the men who 
had renounced the ConsOtution, and ceased to 
have any rights under it save the right to it? pen- 
alty against traitors. Hence it was that during the 
greater pan of this time the administrauon stood 
Mon the platform and urged the pobey of “The 
Constitution as it is and the Umon as it was,” 
which the nation so overwhelmragly repudiated 
m the late Presidential contest. Hence it was, fi- 
nally, that the songs of Whitaer could not be 
sung m our armies, that slavery was everywhere 
dealt with by the government as the dear chdd of 
its love, and that our rulers seemed, with match- 
less impiety, to hope for the favor of God with- 
out laying hold of the conscience of our quarrel, 
and by coolly kickmg it out of doors' Sir, 1 be- 
heve It safe to say that this madness cost the na- 
tion the precious sacrifice of fifty thousand sol- 
diers, who have gone up to the throne of God as 
witnesses against the hornd mfatuaoon that so 
long shaped the policy of the government in re- 
sisting this slaveholders' rebellion 
But here, again, Mr Chairman, the government 
had to unlearn its first lessons Its purpose to crush 
the rebellion and spare slavery was found to be 
utterly suicidal to our cause It was a purpose to 
accomplish a moral impossibdity, and was there- 
fore prosecuted, if not conceived, in the mterest 
of the rebels. It was an attempt to marry treason 
and loyalt) , for the rebellion u slav ery, armed 
« ith the poti ers of war, organized for wholesale 
schemes of aggression, and anunated by the over- 


flowmg fullness of its infernal genius The strength 
of our cause hes m its nghteousness, and there- 
fore no bargam with the devil could possibly give 
It aid Through great suffermg and sacrifice, m- 
dividual and national, our rulers learned that there 
IS but “one strong thing here below, the just thmg, 
the true thing,” and that God would not allow 
these severed States to be reunited without the 
abandonment, forever, of our great nanonal sm. 
This was a difficult lesson, but ds it was gradually 
mastered the government “changed its base.” It 
became disenchanted. Congress cook the lead in 
ushermg m the new dispensation. A new article 
of war was enacted, forbidding our armies from 
rcturmng fugitive slaves Slavery was abolished in 
the District of Columbia, and prohibited m our 
national Territories, where it had been planted by 
the dogma of popular sovereignty and the Dred 
Scott decision Our federal judiciary was so re- 
organized as to make sure this anti-slavery legisla- 
tion of Congress The confiscation of slaves was 
provided for, and freedom offered tp all who 
would come over and help us, either as laborers 
or soldiers, thus annuUmg the famous or rather 
tnfmiious order of General Halleck, already re- 
ferred to The Fugitive Slave Law was at first 
made void as to the slaves of rebels, and finally re- 
pealed altogether, with the old law of 1793 The 
coastwise slave-trade, a fnghtful system of home 
puacy, earned on by authonty of Congress since 
the year 1807, was touUy abolished, The nght of 
testimony m our federal courts, and to sue and he 
sued, was conferred upon negroes Their employ- 
ment as soldiers was at last systematically pro- 
vided for, and then pay at length made the same 
as that of white soldiers The mdependence of 
Hayn and Libena was recognized, and new meas- 
ures taken to put an end to tfie Afncan slave- 
trade, In thus wiping out our code of nanonal 
slave laws, acknowledgmg the manhood of the 
negro, and recognizmg slavery as the enemy of 
our peace, Congress emphancally rebuked the 
policy which had sought to ignore it, and to shield 
It from the destructive hand of the war insngatcd 
by Itself, while it opened the way for further and 
inevitable measures of jusnee, looking to his com- 
lete emancipanon from the dominion of Anglo- 
axon prejudice, the repeal of all special legislanon 
intended for his injury, and his absolute restora- 
non to equal nghts with the white man as a cin- 
zen as well as a soldier 

Meanwhile, the President had been givmg the 
subject his sober second thought, and reconader- 
ing his position at the begmmng of the conflict. 
Instead of affirmmg, as at tat, that the question of 
slavery was not involved m the struggle, he grafi- 
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ually perceived, and finally adnntied, that it was 
at once the cause of the star and the obstacle to 
peace. Instead of resolvinj^ to save the Union ivith 
sla verv, he finally resolved to ease the Union with- 
out it,' and by its destruction. Instead of entertain- 
ing the country with projects of gradual and dis- 
tant emancipation, conditioned upon compensa- 
tion to the master and the coloni/aition of the 
freudmen, he himself finally launched the policy 
of immediate and unconditional liberation. In- 
stead of recoiling from ‘‘radical and estrenie iiieas- 
tires,” and “a remorseless revolutionary conflict," 
he at last marched up to the full height of the na- 
tional emergency, and proclaimed ‘‘to all whom 
it may concern,’^ that slavery must perish. Instead 
of a constitutional amcndmcnc for the purpose of 
eterni/inp the instiiuiion in the Republic, indorsed 
by him m his inaugural message, he became the 
zealous advocate of a constitutional amendment 
abolishing it forever. Instead of committing the 
fortunes of the war to |)ro-slavcry commanders, 
whose hearts were not in the work, he learned 
how to dispense with their services, and find the 
proper substitutes. These forward movements 
were not ventured ujion hastily, but after much 
hesitation and apparent reluctance. Not suddenly, 
bur following great deliberation and many misgiv- 
ings, he issued his proclamation of freedom. 
Months afterward he doubted its wisdom; but it 
was a grand step forward, which at once severed 
his relations with his old conservative friends, and 
linked his fortunes thenceforward to those of 
the men of ideas and of progress. Going hand in 
hand with Congress in the great advance meas- 
ures referred to, or acquiescing in their adoption, 
the whole policy of the administration has been 
revolutionized. z\bolirionism and loyalty arc now' 
accepted as convertible terms, and so are treason 
and slavery. Our covenant with death is annulled. 
Our national paruiershij) with Satan has been dis- 
solved; and just in proportion as this has been 
done, and an alliance sought w'ith divine Prov- 
idence, has the cause of our country' prosjicred. In 
a w'ord. Radicalism has saved our nation from the 
political damnation and ruin to which Conserva- 
tism would certainly ha\c consigned it, while the 
mistakes and failures of the administration stand 
confessed in its new policy, which alone can vin- 
dicate its w'isdom, command the respect and grati- 
tude of the people, and save it from humiliation 
and disgrace. 

Mr. Chairman, these lessons of the past suggest 
the true moral of this great conflict, and make 
the way of the future plain, llicy demand a vigor- 
ous prosecution of the war by all the powers of 
war, and that the last vestige of slavery shall be 


scourged out of life. Let the administration falter 
on culler of these points, and the people wall dis- 
own its policy. They have not chosen the Presi- 
dent for another term through any secondary or 
merely personal considerations. In the presence 
of so grand an issue, men were nothing. They 
had no faith in General McClellan and the party 
leaders at his heels. *1 hey had little faith in the 
early policy of Mr. Lincoln, when Democratic 
ideas ruled his administration, and the |)Owcr of 
slavery held him in its grasp. Had his apjieal to 
the people been made two years earlier, he would 
have been as overwhelminglv repudiated as he has 
been gloriously indorsed. The people sustain him 
now’, because of their assured faith that he will not 
hesitate to execute their will. In voting for him 
for a second term, they voted for liberating and 
arming the slaves of the South to crush out a slave- 
holders' rebellion. They voted that the Republic 
shall live, and that whatever is ncccss.iry to save 
its life shall be done. They voted that slavery shall 
be eternally doomed, and future rebellions thus 
made impossible. They voted, not that Abraham 
Lincoln can save the country, but that they can 
save it, with liiiii as their servant. That is what 
was decided in the late elections. I have partici- 
pated, somewhat actively, in seven I’rcsidcntiaJ 
contests, and I remember none in which the ele- 
ment of personal enthusiasm had a smaller share 
than that of last November. One grand and over- 
mastering resolve filled the hearts and sw'ayed the 
purposes of the masses everywhere, and that w’as 
the rescue of the country through the defeat of 
the Chicago Platform and consjurators. In the 
e.sccution of that resolve they lost sight of every- 
thing else; but should the President now' place 
himself in the people’s way, by reviving the old 
jiolicy of tenderness to the rebels and their be- 
lovcu institution, the loyal men of the country 
will abandon his policy as decidedly as they have 
supported it generously. They have not ajijiroved 
the mistakes cither of the legislative or executive 
department of the government. They expect that 
Congress will pass a bill for the confiscation of the 
fee of rebel landholders, and they expect the 
President will approve it. They expect that Con- 
grc.ss w'ill provide for the reconstruction of the 
rebel States by systematic legislation, w'hich shall 
guarantee Republican governments to each of 
those Slates and the complete enfranchisement of 
the negro, and they will not ajiprove, as they have 
not approved, of any executive interference with 
the people’s will as deliberately ex|)rcssed by 
Congress. They expect that Congress will pro- 
vide for parceling out the forfeited and confis- 
cated lands of rebels in small homesteads among 
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the soldiers and seamen of the war, as a fit reward 
for their valor, and a stevunty against the nimons 
monopoly of the sod m the South, and they will 
he disappomted should this great measure fad 
through the default either of Congress or the Ex- 
ccuuve They demand a system of just retaliation 
against the rebels for outrages committed ufion 
our prisoners, that a pohey of mcteasing earnest- 
ness and vigor shall previl till the war shall be 
ended, and that no hope of peace shall be whis- 
pered save on condition of an absolute and uncon- 
ditional surrender to our authority, and the gov- 
ernment wdl only prolong the wm by standing 
m the way of these demands. This is emphancally 
the people’s war, and it will not any longer suffice 
to say that the people are not ready for all neces- 
sar)' measures of success. The people would have 
been ready for such measures from the beginnmg, 
if the TOvemment had led the way At every 
stage of the contest they have haded with jov 
every earnest man who came forward, and every 
vigorous war measure that has been proposed So 
lot^ as the war was conducted under the counsels 
of Conservatives, and m the mterests of slavery, 
the people clamored against the administration, 
but fust SO soon as the government entered upon 
a vigorous policy, and proclaimed war against 
slavey, the people began to shout for the Union 
and liberty In the fall of 1862, before the admin- 
istration was divorced from its early policy, the 
Union party was overwhelmed at the polls But 
we tnumphed the next year, and glonously tri- 
umphed last year, because the government yielded 
to the popular demand The plea often urged, 
that the p^le were not ready, is less a fact than 
a pretext. The men who loved slavery more than 
they loved the Union were never ready for radical 
measures. They are not ready to-day On the 
other hand, the men who were all the while un- 
conditionally for the Union would have sustamed 
the administration far more heartily m the most 
thorough and sweeping war measures, than they 
sustamed its policy of delaying those measures to 
the last hour 

The revocaaon of the first ann-slavery procla- 
mation of this war chilled the heart of every 
earnest loyalist m the land, and came like a 
trumpet-call to the pro-slavety hosts to rally and 
stand together. They obeyed it, and from that 
event dates the binh of orgamzed Copperhead 
Democracy The rebels of the South and their 
sympathizers m the North felt that they had 
gained an ally m the President. Had he sustamed 
that measure, would not its moral effect have been 
at least as potent on the other side? Had his offi- 
cial name and sanction been as often given to the 


cause of Radicalism as they were lent to that of 
pro-slavery Conservatism, would not the country 
have been much sooner prepared for the saving 
and only pohey? If he had said, early m the strug- 
gle, “to all whom it may concern,” what he says 
now, that slavery is the naaon’s enemy, and there- 
fore must be destroyed, instead of sheltenng it 
under the Constitution and spanng it from the 
hand of war, how grandly could he have “or- 
ganized victory,” and multiphed himself among 
the people' Sir, our tradinonary respect for slav- 
ery and slaveholders was our grand peril It stood 
up as an impassable bamer m the way of any suc- 
cessful war for the Umon So long as it was al- 
lowed to dominate, it unnerved the arm of the 
government and deadened the spirit of the people. 
It made the Old World our enemy, and threat- 
ened ns with foreign war The mission of the 
government was not to make this feeling stronger 
by deferring to it, or to doom the country to a 
prolonged war and deplorable sacrifices as the 
best means of teachmg the people the truth. No 
The country needed a speedy exodus from the 
bondage of false ideas, and the government should 
have pomted the way A frank statement by it of 
the issue of the war, without any disposition 
to cover up the truth, an unmistakable hostility 
to slavery as the otnnized curse, without which 
the rebellion would have been impossible, and 
the tunely utterance m its leadmg State papers of 
a few bold and spint-stimng words which might 
have been “half battles,” appeahng to the courage 
and manhood of the nation, would have gone hr 
to educate the judgment and conscience of the 
people, and command their enthusiastic espousal 
of whatever measures would promise most speed- 
ily to end the struggle and economize its cost m 
property and life. 

Mr Chairman, I take no pleasure, certainly, m 
thus freely discussmg the jiohey of the govern- 
ment m Its endeavors to meet its great responsibili- 
ties during this war I have only referred to its 
mistakes as a servant of the truth, and m the name 
of the great cause which has been made to suffer 
I beheve, rchgiously, m the freedom of speech. 
From the bepnnmg of the war I have exercised 
the right of fnnk, fnendly, and fearless crmcism 
of the conduct of our rulers, wherever I believed 
them to have been m the wrong I shall continue 
to exercise it to the end, and if I should not, 
through any personal or prudential considera- 
uons, I would be unworthy of the seat I have oc- 
cupied on this floor Criticism has dictated the 
present pohey of the government, and is sdll a 
duty This preat battle for the rights of man, and 
the actors in it, must be judged None of them 
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can “escape Iibcory.” Tlic fame of none of them 
is so precious as the trutli, and as public justice, 
whlcli cares for tiic dead as \\ ell as die living, for 
the common soldiers slam by thousands as well 
as for tlie general and the statesman The Presi- 
dent, his advisers, his commanding generals, and 
the civilians whose shaping hands have had so 
much to do witli the conduct of the war, must all 
of them be ucighed in tlie balance by die people 
and the generations to come. “Tlie great soul^ of 
the world is just," and sooner or later all disguises 
will bo thrown off, and every historical character 
will stand forth as ho is, in the liglit of his deeds 
and deserts. The men who have been intrusted 
with the concerns of the nation in this momentous 
crisis will not be judged harshly. Much will be 
forgiven or excused on the score of the surpass- 
ing magnitude and difficulty of thetr work. Jus- 
tice will be done, but that jusucc may brand as 
a crime the blunders proceeding from a feeble, 
diiiid, ambidextrous policy, resulting in great sac-, 
rifices of life and treasure, and periling the price-, 
less interests at stake. 1 would award all due honor 
to tliis administration, and to the statesmen and 
generals who have been faithful to their high 
trusts; but I would award an equal honor to the 
rank and file of the people, who have inspired its 
present policy, and to the rank and file of our soU 
diers, wiio have saved the country in spite of the 
mistakes of the government, the strifes of ou^oli. 
ticlans, and the rivalries of our generals. Tlicso 
arc the real heroes of the war. Untitled, practically 
unrewarded, facing every form of privation and 
danger, and animated by the purest patriotism, 
the common soldier is not only the true hero of 
the war, but the real savior of his country. 

But a higher honor, if not a more enduring 
fame, will be the heritage of the anti-slavcr)' 
pioneers and prophets of our land: for 

“Peace hath higher tests of manhood 
Than battle ever knew." 

Without their heroic labors and sacrifices the 
Republic, “heir of all the ages," would have been 
tlie mightiest slave empire of the world. In an 
age of practical atheism and mammon-worship, 
when the Church and the State joined hands with 
Slavery as the new trinity of the nation's faith, 
they really believed m God, in justice, in tiio 
resistless might of the truth. Tiiey believed that 
liberty is the birthright of all men, and their 
grand mission was the practical vlndlcaaon of 
this truth. Tlicy believed, with their whole hearts. 
In the Declaration of Independence, They ac- 
cepted its teachings as coincident with the Gospel 


of Christ, and supported by reason and justice. 
It was their ceaseless “battle-cry of freedom," and 
they chanted it as “the fresh, the matin song of 
the universe," to the enslaved of all races and 
lands They were branded as fanatics and infidels, 
and encountered everywhere the hootings of the 
multitude and the scorn of politicians and jiriests, 
but I know of no class of men who were ever 
more far-sighted, whose convictions rested on so 
broad a basis of Christian morals and logic, and 
whoso religious trust was so strong and so stead-, 
fast. For them there was no “eclipse of faith." 
Just as the nation began to lapse from the grand 
ideas of our revolutionary era, they began to “cry 
aloud and spare not,” and tliey never ceased or 
slackened their labors. Placing tlieir cars to the 
ground in the infancy and xveakness of their 
movement, they caught the rumbling thunders 
of civil war in the distance, warned the country 
of its danger, and preached repentance as the 
chosen and only means of escape. They were 
compelled to face mobs, violence, persecution, 
and death, and wore always misunderstood or 
misrepresented; but they never faltered. Reputa- 
tion, honors, property, worldly ease, were all 
freely laid upon the altar of duty, in their resolve 
to vmdicate the rights of man and the freedom 
of speech. To follow these apostles and martyrs 
was to forsake all the prizes of life which worldly 
prudence or ambition could value or covet. It was 
to take up the heaviest cross yet fashioned by this 
century as the test of Christian character and 
heroism; and those who bore it were far braver 
spirits than the men who fight our battles on land 
and sea. 

Mr. Chairman, the failure of men thus devoted 
to a great and holy cause was morally impossible. 
They could not fail. Through their courage, con- 
stancy, and faith, they gradually secured the co- 
operation or sx'mpathy of the better type of men 
of all parties and creeds. They seriously dis- 
turbed, or broke in pieces, the great political and 
ecclesiastical organizations of the land; and even 
before this war their ideas wore rapidly taking 
captive the popular heart. When it came, they 
saw, os by intuition, tlie character of the struggle, 
as the final phase of slaveholding madness and 
crime, and msisted upon the early adoption of 
that radical policy which the government at last 
was compelled to accept. 1 believe it safe to say 
that the moral appeals and persistent criticism of 
these men, and of the far greater numbers who 
borrowed or sympathized with their views, saved 
our cause from the complete control of Conserva- 
tism, and thus saved the country itself from de- 
struction. Going at once to the heart of our great 
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conflict, they pointed out the only remedy, and 
felt compelled to reprobate the failure of the 
govenunent to adopt it They judged its pohcv m 
war, as they had done m peace, m the hght of its 
fidehty or infideUty to Human Rights By this 


test they tned every man and party, and they 
need ask for no other rule of judgment for them- 
selves The administration, and the chief actors m 
this drama of war, of whatever pohtical school, 
must be weighed m the same great balance. . . 
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THE SOUTH CAROLINA FREEDMEN’S CODE 


The AcnviTii^ of the states that had been re- 
stored to self-government under the Lincoln 
program were scarcely calculated to win 
Nonhern public opinion to support cither Lin- 
coln’s policy or President Johnson’s effort to 
maintain it against the ruling faction in Con- 
gress. Johnson’s amnesty grants had made it 
possible for many former Confederate leaders 
to hold o/ficc, and these men were naturally 
returned to positions of power in the state gov- 
ernments. Communities that had accepted the 
abolition of slavery then proceeded to cope 
with their labor prolilein. Frccdmcn were in- 
clined to enjoy their new mobility, they had 
no more notion of the obligation of contracts 
than their masters had cash with which to pay 
for their services. Yet, crops must be planted 
and harvested, order preserved, and effort made 
to restore the capital dissipated by war. 

Typical of the legal devices invented to 
meet these problcnrs was the South Carolina 
Freedmen’s code. The preface to the contem- 
porary edition of this law gives an interesting 
\iew of the Southerner’s opinion concerning 
the conflict at Washington and die practical 


solution of the questions growing out of eman- 
cipation. The code is concerned with keeping 
the freedman in his place by forbidding him 
to engage in any occupation other tlian farm- 
ing, except on payment of a large license fee. 
A special penal code, reminiscent of the unre- 
formed British criminal law of the eighteenth 
century, attempted to secure propeny- against 
arson and theft. Vagrancy and apprenticeship 
laws assured the planter of a supply of labor, 
while a special sv'stem of courts for the trial of 
cases in which colored persons were parties 
gave the freedmen the protecdon of law, “The 
high-iTunded, virtuous, intelligent, patriouc 
Southerner” had made certain that a lost w'ar 
would not subvert his society. The South 
Carolina code was duplicated in the other 
Southern states. Johnson’s program of concili- 
ation and the violation of the civil rights of 
Negroes unleashed the bitter attack of the Rad- 
icals on the defeated South. Congressional Re- 
construction now followed. 

The selection reprinted here is from H. Mel- 
ville Myers, comp.. Stay Law and . . . Freed- 
vien’s Code (Charleston, 1866). 


The South Carolina Freedmen' s Code 


Eoitor’s Preface 

. . . ScARQu-Y had the proclamadon announced 
that hostilities were over, while the spirit of peace 
seemed still sorrowfully brooding over a war- 
stricken land, when South Carolina, amid the 
desolation and the ruins of her Capitol, assembled 
in Convention, which xvas composed of the states- 
men, and eminent civilians the wisdom of the 
State. The members of this venerable assembly, 
with that degree of facility for accommodating 
themselves to circumstances, so peculiar to the 


American mind, faithfully yielding to the impress 
of so sudden emancipation, after calm and mature 
deliberation, amended the State Constitution, in 
reference to slavery, thereby abolishing the insu- 
tution, and in solenm council resolved upon the 
appointment of a commission, to prepare and sub- 
mit a Code of Laws, which w'ould be applicable 
to all classes of freedmen, m consequence of this 
material alteration and change in the organic and 
fundamental laws of the State The code thus sub- 
mitted to the General Assembly embraced ist: A 
Bill prehminary to the legislation induced by the 
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emanopiuon of slaves, id. A Bill to establish and 
rebate the domestic relaaons of persons of color, 
and to amend the law m relaaon to paupers, 
vagrancy and bastardy 3d A Bill to establish 
Distnct Courts, and 4th, A Bill to amend the 
Cnminal Law This Code was approved, adopted 
and raofied by the General Asambly, with im- 
material alterations and amendments, on the aoth 
day of December, 1863, which rendered map- 
pliable to persons of color, all statutes and regu- 
lanons concerning slaves, and it was declared by 
special enactment, (Prehm., Act, Sec tv), that 
“although such persons are vot entitled to social 
or political equality with white persons, they shall 
have the right to acquire, own and dispose of 
property to make contracts to en|oy the fruits 
of their labor to sue and be sued and to receive 
protection under the lams m thetr persons and 
property” 

To tKe political philosopher, the practical states- 
man, even to the candid and reflecting mmd, m 
the light of truth, reason and nature, with a proper 
caaception of the prmaplcs of Government, hu- 
man or divme, m view of all the avil jurispru- 
dence and sound legislaaon of the past, these 
enactments embodying, the positive Itno, which 
thus establishes the pohocal and civd status of the 
freedmen withm this legislative jurisdiction, are 
surely based upon deep pnnaples of wisdom, 
justice and sound pohey Guided by the prmciples 
which flow through the pohucal history of all 
governments, and properly influenced by the ever 
recurring experience of all ages — the irresistible 
convicaon appears that of til people the most 
inapable and unworthy of self-government, the 
most dependent and helpless that could be selected 
to perform any of the dunes, or fulfil any of the 
essential qualmanons pertaimng to electors, must 
be the suddenly enfranchised freedmen of the 
South No people ate more ignorant of the neces- 
sary funcuons of a representanve form of gov- 
ernment, none morally or mtellectually more in- 
capable of apprecianng or realizing the grand ful- 
filmmts of so high a mission Never, as a race, 
were they recognized as citizens, or as the liben 
boiiimes of the English Mapna Cbarta Never 
were they recognized as the hben homines pares 
curie legates boinmes m the documents of the 
middle ages, nor were they ever recognized as the 
liberi et eqtil ctves m the Declaration of American 
Independence, which resulted m the formation of 
a Federal Constitution and a General Govern- 
ment, solely and exclusively organized to rule 
over, protest and regulate the venerable organ- 
system of constitutional government, 
and all citizens comprehended mthin its jurisdic- 


tion, who, as free bom white American citizens, 
ever enjoyed the nght of elective franchise before 
this government had been derived from them as 
part and parcel of its pobncal machmery While 
the negro race, by common and umversal consent 
was then and has ever been excluded, as a separate 
class, from all civilized governments and the fam- 
ily of nanons, and was then only recognized as a 
dKtinct race, doomed by a mystenous and Divme 
ordmaaon to perpetual bondage, possessmg no 
civil or pobncal rights whatever The status crui- 
tatis, therefore, of all freedmen m this State can 
only be properly and constituaonally recognized 
as the condinon of free negroes or colored persons 
manumitted, and they can only naturally and 
properly assume that social and pobncal status in 
civu society in South Carolina which the Legis- 
lature has hitherto recognized, when the govern- 
ment extends its regulating and controlhng pro- 
tecnon over all other free negroes and persons of 
color withm the legislative jurisdiction of the 
State consequently they have ample and full pro- 
tecnon secured to them. They are placed equal 
before the law m the possession and enjoyment of 
all thetr rights of person — of liberty and of prop- 
erty To insotute, therefore, between the Anglo 
Saxon, the high-minded, virmons, intelligent, patn- 
otic Southerner and the freednum, a social or 
pobncal approximanon more mnmatd — to mingle 
the social or political existence of the two classes 
more closely, would surely be one of the highest 
exhibitionx of treason to the race These two great 
classes, then, are distmctly marked by the impress 
of nature They are races separate and distinct 
the one the highest and noblest type of humanity, 
the other the lowest and most degraded Fully 
recognizmg these deeply marked distmcnons of 
nature, ever mmdful of the former relanons and 
the fearful antagonism which might be eventually 
exhibited between these two races, the General 
Assembly, in insntunng the Freedmen’s Code, 
have governed their counsels by wisdom, their 


measures by moderanon, and their prmciples by 
jusnee “In sociate civili, out lex out ms valet'" 
And as the just concepnons of this Code, which 
has been so recently mduced by the change in 
some of the fundamental prmciples m the State 
Constitunon m reference to the freedmen, that the 
State may agam be restored to her constitutional 
relaoons to the Federal Government, are so highly 
essential to the proper appreciation of their avil 
rights and correlative dunes mvolved, with equal 
correctness may it be assumed that, m view of 
the speedy promulMnon of this Code, its wise, 
humane and just admmistration, there will be il- 
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lustrated most conspicuously the wisdom, har- 
mony and justness of this law. 

But tlicre is a class of Republicans, who, in their 
willful career of extreme hostility, arc contem- 
plating tlie complete reversion and change of all 
the actions of both State and Federal Govern- 
ments, at least so far as the^ do not conform to 
their principles of natural right, as deduced from 
natural reason, who distinctly and boldly affirm 
that all men, irrcspecuvc of color, creed or caste, 
are created with equal, inbcrcnt natural and in- 
alienable rights, and thus only recognizing these 
State governments and laws, institutions and con- 
stitutions, simply as mere extenittl structures, with 
no time-honored principles and long recognized 
and well established precedents, around which 
cluster so many grand, imposing and sacred max- 
ims of the Common Law, which have hitherto 
rendered them the durable basis of all our social 
and political existence. This ultra element of Re- 
publicanism has long since vitiated and corroded 
their Northern Literature, pervaded their civil 
jurisprudence, rendered impure their grand sys- 
tem of Theology; shed its Utopian influence 
through all their local legislations, and now has 
become so augmented that it has most effectually 
established the creed of a political part)' which 
commands so overwhelming a majority in both 
branches of the Federal Congress. This majority 
do contend that all men embraced within the 
States which constitute the Federal Union, re- 
gardless of class or color, should be governed by 
certain fixed, inflexible, invariable rules deduced 
from natural reason; tliat this Government which 
is adapted and applicable only to a race of virtu- 
ous, vitelligent and patriotic vshite citizens, should 
be indiscriminately administered in States consist- 
ing of two distinct races, opposite in color, differ- 
ing as widely in character, moral and mental 
habits, as arc the opposing “characteristics of bar- 
barism and civilization." Animated by this great 
controlling law of their nature, by the superior 
instinct 01 natural freedom, and by looking within 
they have there revealed to them the eternal right 
of their instinctive consciousness, and the higher 
law of iituvcrsal liberty aUd negro equality. And 
therefore it is that they demand as a necessary and 
indispensable prerequisite to tlie restoration of the 
Union of the Southern States to their civil and 
political power, that the civil and political status 
of the freedmen shall, so far as legislation can ac- 
complish it be perfect equality, culminating with 
the right of eicctnvc franchiM, and as a furtlicr 
punishment, the humiliation and utter degradation 
of the South, they would accordingly seek to in- 


troduce the freemen with all their foulness, 
xvith all their prosaic and characteristic vulgar- 
ities, domesticated and disciplined with all their 
evil associations, into our charmed domestic cir- 
cles of genuine refinement and social equaht)’.^ 
To the former master, to all conservauve men and 
patriots North and South, they virtually say, 
“Why is It you take so much upon yourselves, see- 
ing tliat these freedmen, formerly slaves, arc now 
by the law of Nature created your equal? By their 
natural and inalienable rights, and by the unalter- 
able act of emancipation, they arc now as free as 
yourselves, and must be thereby entitled to all 
your social and political life; they arc therefore 
not to be thus excluded, by your State legislations 
and conventions from the high positions of wealtll 
and honor, they arc not thus to be excluded from 
the halls of Legislation, and the stately palaces of 
the Nation. Why is it, then, you continue to lift 
yourselves so high above the negro? Verily, we 
will not, by our recent Constitutional amend- 
ments, our continued and further Congressional 
Legislation, submit to this superior white elevation 
above the freedmen.” 

Such arc some of the leading characteristics of 
this Republican part)', now m the Federal Con- 
gress, as derived from the legitimate exponents of 
their poliucal faith extreme and sectional policy, 
and these arc some of the natural sequences, when 
thc^ announce that there exists, in view of out 
legislative enactments, an Impending Crisis — the 
Irrepressible Conflict avithln the Soctal Systems of 
the South, which shall continually and steadily 
progress and be developed until there is perfect 
equality among all classes, or the one or the other 
race must be exterminated. For under the Federal 
Constitution, which was formed “to establish jus- 
tice, insure domesue tranquility, provide for the 
common defense, promote the general welfare of 
all the States, and secure the blessings of liberty to 
ourselves and posterity,” we now behold. In the 
National Councils, this Sectional and Radical Ma- 
jorlt)', though sworn to Support that Constitution, 
gradually assuming possession of the General 
Government, seeking to entrench itself in all of 
the departments, exerting all its official and per- 
sonal influence to defeat the grand objects for 
which it was established, clothing itself with all 
the political power, disregarding all the imposing 
barriers of the Constitution, the solemn forms of 
Law, the high and sacred obligations of humanity, 
the acknowledged co-equal sovereignty of all 

* The Hon. J. U Giddings, with some degree of 
pride, boasted in Congress that on one occasion he had 
the pleasure of duiing with nine negro gcndemcn at 
lus own table. 
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Sutes tmbraeid within the Federal Compact, 
most effectually arriving section against sicnon 
uid dass against tlass, and Seeking to fill the land 
again with all the horrors of a Setond mtemecme 
conflict, and endless cml contest. In a word, the 
party having now constituted itself the Federal 
Government, the present political issuei, the 
necessary consequence of this fearful antagonism, 
ippeaf to be a conflict between the Radical Major* 
ny in Congress and the Executive power oS to 
whether there shall be established between the 
two sections of the country, perpetual peace and 
concord, or endless agitaaon and secuonal dis* 
cord Wicther there shall continue to be an 
Umon of perfect eqUahty of all the States, or a 
disunion of the Southern States. Whether all the 
States shall continue to exist in all their onginal 
and consntunonal sovereignty, or a portion of 
them utterly subjugated and destroyed. Whether 
there shall connnue a constituaoo in all its su* 
preme and native mtegnty, or an absolute and 
endless anarchism Whethef there shall exist avil 
liberty os ordered by Consotuuonal laws, or lib* 
erty as disordered by a numencal and sectional 
Radicalism. Whether this Government shall con- 
tinue a Democratic Republic, or a purely Radical 
and Secoonil Stratocracy" 

And the virtuous, mtelhgent and palnotic 
American people, are now beginning mote fully 
to realiie m Andrew Johnson, by his bold, manly 
and heroic defence of the Constituaoa, and of 
the right of each State guaranteed Under the Urt* 
ion, as a Federal Executive, whoSe stem self* 
abnemhort, lofty patriotism, and the wise policy 
which he has maturely organized for the com* 
pletc restoration of all the States, elevated above 
mere party feelmgs and sectional strife, he exhibits 
a moral spectacle as sublime and magnanlrrtous 
as the world has ever before witnessed ’ Thus fat 
there have been revealed a reach of thought, ma- 
turity of judgment, in the eventful ahd mag- 

•The Hon J D Baldwm, Congressman from Massa- 
chusetts, of the Sumner-Stevens politics, in giving a 
dcscnntion of the President, thus concedes ha powet 
and abBity 

“Mr Johnson Is a man of stalwart mould Just above 
middle stature, he is so broad-shouldered, firm-set and 
deeji-chested, as almost to setm below it He has a 
urge head It b a compact home for his fiery svill and 
brant His face is marked, strong oval outline, jxltVerful 
undcT-jaw, well-defined but rather sharp chin, a wide, 
Wraimt montlu full, flexible lips, skm, coarse m texture, 
but firm, complexion, swarthy, hair, coarse, black, 
^^*rd WTth greyt a nose small at the root but full 
and l^c at the nosttils, which eiqiand and lift as he 
jpeaks, broad, roomy forehead, bcedmg, bushy eye* 
brows, beneath which are a jialr of the coldest hafcCl* 


tianimous adrtuniXtration of this wise and patnooi 
watesmoni encirclmg m hu range "the whole 
Government, a restored Umon, a thoroughly re* 
constructed and United Country,” which, if ef- 
fectually consummated, will be fully able to 
evolve and most Speedily accomplish results the 
grandest and most sublime The Radicals ifi Con- 
gress havmg mdignantly pisSed over the sanctity 
of the Constituaon, when the brave and generous 
South, ever chivalrous and great, had finally termi- 
nated her ternble and deadly conflicts off the field, 
and had faithfnlly acceded to all the reqdire- 
ments stipulated by the General Government, 
they still seek the further humiliation 4nd utter 
degrndanon of the South, by the enfottetneht of 
— ^without discrlmmation, what is designated Ss 
the civil rights of the negro, which beiflg ampli- 
fied and expanded, is the right to vote m all efiC- 
tions, — the nght to testify m ill courts of jusace, 
•—the nght to set Vrport all Junes, — the tight to 
mtermarry with all white persons. It is the natural 
nght extended to the negro to exercise all those 
functions which would mevitablv lead to the com* 
plete subversion of the bws of the States, and the 
continued foisting of the rmhtary law upon the 
people of the South to an mdefinite and uifiitmted 
penod But the Federal Executive amid tins rage 
of facnon, this storm of passion for the naturali 
equal rights of all men, like Neptune of old rising 
above the billows and clouds of this dangerous 
sea of political inetaphyMs, embraces withm his 
mental vision tht true pohey, the wise administra- 
tion, the ever mcreasmg grandeur and ultimate 
destiny of the Republic, recognizes only that 
Umon which he has been taught to revere, — “chat 
Umon contemplated by the Cobsticutiort — an un- 

grtv eyes I ever saw irt a hniUab head, these are the 
ouilmea of Andrew Johnson. 

For the first time I stobd near and looked closely on 
the man. In tht coui« of an tventfnl life, 1 have seen 
many men of vtilfnl jjower tod force, but never be- 
fore have I looked on one so thorooghly embodying 
the evil spirit of revoltraon It will not do to onder- 
ratc Mr Johnson Ue is terribly in earnest, and, 
wnthal, most vmdicbvely cool A thoroughly-paced 
demagogue, hs mconsequenrial logic, hiS egousm, his 
repetitions, his thoroogh belief in himself, 4nd hls pop- 
ulanty, are all elements of strength, when he faces 
such assemblages as Were arrayed about hmi on the iid 
February last. AndrexV Johnson u an able man— how 
hblc I never realized till yesterday All results are m- 
volved m his policy Had he a Cabmet as able and as 
dcsjierate, the dire results which the near future 
would bring, could hardly be named now \Ve stand 
on the verge of a fierce strife, to meet which the coun 
^ shoold gather Its strength and gird up its loins. 
Tha man b no weak Buchanan, and he means to crush 
Congress or be crushed.” 
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ion of conmiunlcics having equal rights — an union 
regulated and governed by the principles of the 
Constitution — an union of sovereign and co- 
ordinate States, cnutled to regulate their domestic 
clJairs m then own way, which States, under the 
Federal compact, arc inexorably bound to fulfill 
all their obligations to each other with scrupulous 
fidelity," dignity and honor. 


An Act to Estaulish and Rcculate the Do.mes- 

Tic Relations 01 Persons of Color, and to 

Amend the Law in Relation to Paupers and 

Vacrancv 

Be it enacted by the Senate and House of Rep- 
resentatives, now met and sitting in General As- 
sembly, and by die authority of the same, as fol- 
lows. 

husband and wife 

I. The relation of husband and wife amongst 
persons of color is established. 

II. Those who now live as such, are declared to 
be husband and wife 

III. In ease of one man having uvo or more 
reputed wives, or one woman two or more re- 
puted husbands, the man shall, by the first of 
April next, select one of his reputed wives, or the 
woman one of her reputed husbands, and the cere- 
mony of marriage, between this man or woman, 
and the person so selected, shall be performed 

IV. Every colored chdd, heretofore born, is de- 
clared to be the Icgidmate child of his mother, 
and also of his colored father, if he is acknowledged 
by such a father. . . . 

VIII. One who is a pauper, or a charge to the 
public, shall not be competent to contract mar- 
riage. Alarnage between a white person and a per- 
son of color, shall be illegal and void. 

IX. The marriage of an apprentice shall not, 
without the consent of the master, be lawful. 

X. A husband shall not, for any cause, abandon 
or turn away liis wife, nor a wife her husband. 
Eitlicr of them that abandons or turns away the 
other, may be prosecuted for a misdemeanor, and 
upon conviction thereof, before a District Judge, 
may be punished by fine and corporal punishment, 
duly apportioned to the circumstances of aggrava- 
tion or mitigation. A husband not disabled, who 
has been thus convicted of having abandoned or 
turned away his wife, or who has been shown to fail 
in maintaining his wife and cluldren, may be bound 
to service by the District Judge from year to year, 
and so much of the profits of his labor, as may be 
requisite, be applied to the maintenance of his 
wife and children, the distribution between them 
being made according to their respective merits 


and necessines. In like manner, a wife not disabled, 
who has been tlius convicted, may be bound, and 
the proceeds of her labor applied to the main- 
tenance of her children. In either case, any surplus 
profit shall go to the person bound At the end 
of any year for which he was bound, the husband 
shall have the right to return to, or receive back, 
his wife, and thereupon shall be discharged upon 
condition of his afterwards maintaining his wife 
and chddren. A like right a wife shall have, at 
the end of a year for which she was bound, on 
condition of her making future c.\crtions to main- 
tam her family. . , . 

master and apprentice 

XV. A child over tlic age of two years, born 
of a colored parent, may be bound by the father, 
if he be hvmg in the District, or in case of his 
death or absence from the District, by the mother, 
as an apprentice, to any respectable white or 
colored person, w’ho is competent to make a con- 
tract — a male until he shall attain the age of 
twentv'-onc years and a female until she shall at- 
tain the age of eighteen years. 

XVI. Illegitimate children, within the ages 
above specified, may be bound by the mother. 

XVII. Colored children, between the ages men- 
tioned, who have neither father nor mother living 
m the District m which they arc found, or whose 
parents are paupers, or unable to afford to them 
maintenance, or whose parents arc not teaching 
them Jiabits of industry and boacsty, or arc per- 
sons of notoriously bad character, or arc vagrants, 
or have been, either of them convicted of an in- 
famous offense, may be bound as apprentices by 
the District Judge, or one of the Magistrates for 
the aforesaid term. 

XVIII. Males of the age of twelve years, and 
females, of the age of ten years, shall sign the in- 
denture of apprenticeship and be bound thereby. 

XIX. When the apprentice is under these agw, 
and in all cases of compulsory' apprenticeship, 
where the infant refuses assent, his signature shall 
not be necessary to the validity of the apprentice- 
ship. The master’s obligation of apprcnuceship in 
all cases of compulsory apprenticeship, and cases 
where the father or mother does not bind a child, 
shall be c.xecutcd in the presence of the District 
Judge, or one of the Alagistrates, certified by him, 
and filed in the office of the Qerk of the District 
Court. . . . 

XJCII. The master or mistress shall teach the ap- 
prentice the business of husbandry, or some other 
useful trade or business, which shall be specified 
in the instrument of apprenticeship, shall furnish 
him wholesome food and suitable clothmg; teach 
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hrni habiB of industry, honesty and morahty, 
go\tm and treat him with humanity, and if there 

a school withm a conrement distance, in which 
colored children are taught, shall send him to 
school at least six weeks m every year of his ap- 
prenticeship, after he shall be of the age of ten 
years Provided, That the teacher of such school 
shall have the license of the Distnct Judge to 
establish the same 

XXin The master shall have authority to m- 
flict moderate chastisement and impose reasonable 
restraint upon his apprentice, and to recapture 
him if he ^art from his service. 

XXIV The master shall receive to his own use 
the profits of the labor of his apprentice. The re- 
lation of master and apprentice shall be dissolved 
by the death of the master, except where the ap- 
prentice IS engaged m husbandry, and may be dis- 
solved by the Distnct Judge, when both parocs 
consent, or it shall appear to be senonsly detn- 
mental to either party In the excepted case it 
shall terminate at the end of the year in which 
the master died. 

XXX At the expiration of his term of service, 
the apprentice shall have the right to recover 
from ms master a sum not exceedmg sixty dol- 
lars. . , 

CONTRACTS FOR SERVtCR 

XXXV All persons of color who make con- 
tracts for service or labor, shall be known as 
servants, and those with whom they contract shall 
be known as masters. 

XXXVI Contracts between masters and serv- 
ants, for one month or more, shall be m wnting, 
be attested by one w hite witness, and be approved 
by the Judge of the District Court, or by a Magis- 
trate. 

XXXVII The period of service shall be ex- 
pressed m the contract, but if it be not expressed. 
It shall be until the twenty-fifth day of December, 
next after the commencement of the service. 

XXXVTII If the rate of wages be not stipulated 
by the parties to the contract, it shall be fixed by 
the Distnct Judge or a Magistrate, on application 
by one of the parties, and notice to the other 

XXXIX A person of color, who has no parent 
living in the distnct, and is ten years of age, and 
IS not an apprentice, may make a valid contract 
for labor or service for one year or less. 

XL, Contracts between masters and servants 
may be set aside for fraud or unfairness, notwith- 
standing they have been approved 

Wntten contracts between masters and 
sen*ants, shall be presented for approval within 
tn ent)' days after their execution. 


XLR Contracts for one month or more shall 
not be bmdmg on the servant, unless they are m 
wntmg and have been presented for approval 
withm the tune aforesaid 
XLIII For any neglect of the duty to make a 
contract as herein directed, or the evasion of that 
duty by the repeated employment of the same 
persons for penods less than one month, the party 
offendmg shall be gudty of a misdemeanor, and 
be liable on conviction to pay a sum not exceed- 
ing fifty dollars, and not less than five dollars, for 
each person so employed No wntten contract 
shall be required, when the servant voluntarily 
receives no remuneration, except food and cloth- 
mg 

jCLTV For the approval of contracts, the fol- 
lowing sums, to be called aids, shall be paid to 
the Distnct Judge, or the Magistrate, as the case 
may be, m cash, when the contract is approved, 
jirovided no aid shall be paid for any servant 
under twelve years of age 
For a contract for one month or less, for 
each servant, ... So ay 

For a contract not exceedmg three 
months and more than one month, 
for each servant, . 050 

For a contract not exceedmg six months 
and more than three months, for each 
servant, o 75 

For a contract for one year, or any time 
more than six months, for each serv- 
ant, . . I 00 

For a contract for more than one year, 
for each year or part of a year, over 
one year, for each servant, i 00 

One-half of which aids shall be paid by the master, 
and one-half by the servant. 

BECtIl.AT10N3 OF LABOR ON FARMS 

XLV On farms or in out-door service, the 
hours of labor, except on Sunday, shall be from 
snn-nse to sun-set, with a reasonable mtenal for 
breakfast and dmner Servants shall nse at the 
dawn in the morning, feed, water and care for the 
animals on the farm, do the usual and needful 
work about the premises, prepare their meals for 
the day, if required by the master, and begm the 
farm work or other work by sun-nse. The servant 
shall be careful of all the animals and property of 
his master, and especially of the animals and m- 
struments used by him, shall protect the same 
from injurv by other persons, and shall be an- 
sw'erable for il property lost, destroyed or in- 
jured W his neghgence, dishonesty or bad faith 
XLVI All lost ame, not caused by the act of 
the master, and all losses occasioned by neglect of 
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tl\e duties hereinbefore prescribed, may be de- 
ducted from tlic wages of tlie servant, and food, 
nursing and otlier necessaries for tlic servant, 
wliilt lie IS alisent from w ork on account of sick- 
ness or other cause, may also be deducted from 
his wages Servants sliall be quiet and orderly in 
tlieir quarters, at tlieir work and on tlie premises, 
sliall cvtinguisli tlieir liglits and fires, and retire 
to rest at seasonable liours. Work at night, and 
out-door work in inclement weather, shall not be 
cvacted unless in case of necessity. Servants shall 
not be kept at home on Sunday, unless to take care 
of the premises, or animals thereupon, or for work 
of dally necessity, or on unusual occasions; and in 
such cases only so many shall be kept at home as 
arc necessary for these purposes. Sunday work 
shall be done by the servants in turn, except 
in cases of sickness or other disability, when it 
may be assigned to them out of their regular term. 
Absentees on Sunday shall return to their homes 
by sun-set. 

XLVII, The master may give to a servant a 
task at work about the business of the farm which 
sliall be reasonable. If the servant complain of the 
task, the District Judge, or a Magistrate, shall have 
power to reduce or increase it. Failure to do a 
task shall be deemed evidence of indolence, but 
a single failure sliall not bo conclusive. When a 
servant is entering into a contract, he may be 
required to rate himself as a full hand, three- 
fourths, half, or one-fourth hand, and according 
to this rate inserted in the contract, shall bo the 
task, and of course the wages. 

XLVIll. Visitors or other persons shall not be 
invited, or allowed by the servant, to come or 
remain upon tlic premises of the master, without 
his express permission. 

XLIX. Seiwants shall not be absent from the 
premises without the permission of tlic master. 

RigiiTs or .MASTtn as oetwern himself 
AND ins SERVANT 

L. When the servant shall depart from the serv- 
ice of the master without good cause, he shall 
forfeit the w’ages due to him. Tlic servant shall 
obey all lawful orders of the master or his agent, 
and shall be honest, truthful, sober, civil, and 
diligent in his business. The master may moder- 
ately correct servants who have made contracts, 
and arc under eighteen years of age He shall not 
be liable to pay for any additional or extraor- 
dinary sen’iccs or labor of his servant, the same 
being necessary, unless by his express agreement. 

CAUSES OF DISCHARGE OF A SERVANT 

LI. The master may discharge his servant for 


wilful disobedience of the law'ful order of himself 
or his agent, habitual neghgcncc or indolence in 
business; drunkenness, moral or legal misconduct, 
want of respect and civility to himself, liis family, 
guests or agents, or for prolonged absence from 
the premises, or absence on tx\ o or more occasions 
without permission. 

Lll. For any acts or tilings herein declared to 
be causes for the discharge of a servant, or for any 
breach of contract or duty by him, instead of dis- 
charging the servant, the master may complain to 
the District Judge, or one of the Magistrates, who 
shall have power, on being satisfied of the mis- 
conduct complained of, to inflict, or cause to be 
inflicted, on the servant suitable corporal punisli- 
ment, or impose imon him such pecuniary fine as 
may be thought fit, and immediately to remand 
him to his work; which fine shall be deducted 
from his wages, if not otlierw'ise paid. 

LIII. If a master has made a valid contract with 
a servant, the District Judge or a Magistrate may 
compel such servant to observe his contract, by 
ordermg infliction of the punishment, or impo- 
sition of the fine herein before authorized. . , , 

RIGHTS OF SERVANT AS BETWEEN HIMSELF 
AND MASTER 

LXl. Tlic servant may depart from the master’s 
service for an insufficient supply of wholesome 
food, for an unauthorized battery upon his own 
person, or one of his family, not committed in 
defence of the person, family, guests or agents of 
tlie master, nor to prevent a crime or aggravated 
misdemeanor; invasion by the master of the con- 
lugol rights of the servant; or his failure to pay 
wages when due, and may recover wages due for 
services rendered to the time of his departure. 

LXII The contract for service shall not be 
tcnnlnated by the death of the master, without the 
assent of the servant Wages due to white laborers 
and to white and colored servants, shall rank as 
rent docs m case of the insufficiency of the mas- 
ter’s property, to pay all debts and demands 
against him, tut not more than one year’s wages 
shall be so preferred. When wrongfully dis- 
charged from service, the servant may recover 
xvages for the whole period of service according 
to the contract. If his wages have not been paid 
to tlie day of his discharge, he may regard his con- 
tract rescinded by the discharge, and recover 
xvages up to that time. 

LXllI The master sliall receive into his em- 
ployment the servant with whom he has made a 
contract, but any of the causes wluch may jusufy 
him in discharging a servant, shall justify him in 
refusing to receive him. 
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LXIV The master shall, npon the discharge, or 
tt the espiranon of his term of service, furnish the 
servant with a certificate of discharge, and at the 
request of the servant, give him a certificate of 
character 

MUTUAL EIGHTS OF MAFTEE AND SERVANT 

LXV Whenever a master discharges a servant, 
the servant may make immediate complamt to a 
District Judge, or Magistrate, and whenever a 
servant departs from his master's service, the mas- 
ter may make hke complaint. In either case, the 
District Judge or Magistrate, shall, by summons 
or warrant, have the parties brought before him, 
hear them and their wimesses, and decide as to the 
sufficient of the cause of his discharge or de- 
parture This deasion shall not affect or prejudice 
any further action on either side, but it may avail 
to restore the relation of master and servant be- 
tween the parties, if that be ordered If the serv- 
ant be decided to have been unlawfully dis- 
charged, and should desire to return to service 
under his contract, the master shall he compelled 
to receive him, under the penalty of twenty dol- 
lars, m case of his refusal If the master desire the 
return of a servant, who has been decided to have 
departed without sufficient cause, the servant may 
be compelled, by fine and corporal punishment, 
to return to the service of the master, and perform 
his dunes under the contract 

MECHANICS, ARTISANS AND SHOP-SIEEPERS 

LXXn. No person of color shall pursue or prac- 
tice the art, trade or busmess of an artisan, me- 
chanic or shop-keeper, or any other trade, em- 
ployment or business (besides that of husbandry, 
or that of a servant under a contract for services 
or labor) on his own account and for his own 
benefit or in partnership with a white person, or 
»s agent or servant of any person, until he shall 
hate obtained a license therefor from the Judge of 
the District Court which hcense shall be good for 
one year only This hcense the Judge may grant 
upon petition of the applicant and upon bemg 
satisfied of his skill and fitness, and or his good 
moral character, and upon payment by the appli- 
«nt to the Qetk of the District Court of one 
hundred dollars, if a shop-keeper or pedlar, to be 
paid annually, and ten dollars if a mechamc ar- 
ttsa^ or to engage m any other trade, also to be 
paid annually Provided, hovrever, That upon 
uomplaint bemg made and proved to the District 
Judge of an abuse of such hcense, he shall revoke 
the same, and Provided, also. That no person of 
color sMl practice any mechanical art or trade, 
unless he shows that he has served an apptentlce- 
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ship m such trade or art or is now practicing 
such trade or art. 

LXXin For violation of the prohibition con- 
tamed m the section next preceding the offender, 
upon conviction thereof before the Judge of the 
District Court, shall pay, for each offence, a fine 
of double the amount of such hcense, one-half 
whereof shall go to the informer, who shall be a 
competent wimess 

LXXTV The sums paid to the Clerk for these 
licenses shall be aids, and go into the District 
Court Fund, and the Qerk shall keep a record of 
all hcenses issued under the order of the Judge of 
the District Court. 

EVICTION OF PERSONS OF COLOR 

IfXXV Where, upon any farm or lands there 
are now persons of color who were formerly the 
slaves of the owner, lessee or occupant of the said 
farm or lands, who may have been there on the 
tenth day of November, eighteen hundred and 
siicty-five, and have been on said lands for six 
months previous, and who are helpless, either 
from old age, infancy, disease or other cause, and 
who are unable of themselves, and have no parent 
or other relation able to maintam them, and to 
provide other homes or quarters, it shall not be 
lawful for the present, or any subsequent, owner, 
lessee or occupant, before the first day of January, 
In the year eighteen hundred and sixty-seven, to 
evict or dnve from the houses which now are, or 
hereafter shall be lawfully occupied by such help- 
less persons of color, such helpless persons, or 
any of them, by rendermg such houses uninhabit- 
able, or by any other means, and upon oonvicnon 
of having done so, ever)' such owner, lessee, oc- 
cupant, agent or other person shall be fined not 
cxceedmg fifty dollars, or less than five dollars, 
for each such person of color so evicted, and may 
be imprisoned, at the discretion of the Judge of 
the District Court, not exeecdmg one month. 

LXXVl But the owner, lessee, or occupant of 
such farm or lands shall, nevertheless, have au- 
thority to preserve order and good conduct in 
the houses so occupied as aforesaid, and to prevent 
visitors and other persons from sojourning theremi 
and for insolence to himself or his family, for theft 
or trespass comrmtted by such persons of color, or 
any one of them, upon the premises, or for viola- 
tions by them of his regularions for the preserva- 
non of order and good conduct, the prevention of 
visitors and sojourners therein, the owner, lessee 
or occupant, may complain to the Judge of the 
District Court, or a Magistrate, who, upon find- 
ing the complaint well founded may, according 
to the case, cause the immediate eviction of some 
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or all of such persons of color, and their rcniosal 
from the premises. After the period aforesaid, 
thtj may be ejected, as is hereinafter protided 
m case of intruders 

LXXVll. It shall be the duty of the Judge of 
the District Court, or any iM.igistrate, on eom- 
plaint made to him that persons of color have in- 
truded into any house or upon any premises, as 
tresp.issers or otherwise, or that they unlawfully 
remain therein without permission of the owner, 
on ascertaining the eomplamt to be well founded, 
to cause such jicrsons to be immediately removed 
therefrom, and in the case of the return of any 
such person without lawful permission, the party 
so offending may be subjected to such fine and 
corporal jiumshment as the Magistrate or District 
Judge may sec projier to imimse. 

LXXVlll. During the term of service, the house 
occupied by any servant is the master’s, and, on 
the e\j)iration of the term of service, or the dis- 
charge of a servant, he shall no longer remain on 
the premises of the master; and it shall be the 
duty of the Judge of the District Court, or a 
Magistrate, on comnlaint of any person interested 
and due proof maclc, to cause such servant to be 
immediately removed from such premises. 

LXXIX. Leases of a house or land to a person 
of color shall be in writing. If there be no written 
lease, or the term of lease shall have cxjiired, a 
person of color in possession shall be a tenant at 
will, and shall nut be entitled to notice; and on 
complaint bv any person interested to the Judge 
of the District Court, or a Magistrate, such per- 
sons of color shall be instantly ejected by order or 
warrant, unless he produce a written lease author- 
izing Its possession, or prove that such writing 
evisted and was lost. 

LXXX. In every case the costs of eviction may 
be c.'cactcd, by order or process, from the person 
evicted. 

PAUPi us 

LXXXl. When a person of color shall be un- 
able to earn his sujiport, and is likely to become a 
charge to the public, the fathers and grand-fathers, 
mother and grand-mothers, child and grand-child, 
brother and sister of such person, shall, each ac- 
cording to his ability, contribute monthly, for the 
supjiort of su,ch poor relation, such sum as the 
District Judge, or one of the Magistrates, upon 
complaint to him, shall deem necessary and 
proper, and on failure to pay such sum, the same 
shall be collected by summarv order or process. 

LXXXll. In each Judicial District, c\cej)t the 
Judicial District of Charleston, in which there 
shall be one Board for the Election District of 


Charleston, and one for the Election District of 
Berkley, there shall be established a Board, to be 
Known as the “Board of Relief of Indigent Per- 
sons of Color,’’ which shall consist of a Chairman 
and not less than three, nor more than seven other 
members, all of w lioni shall be Magistrates of the 
District, and be selected by the District Judge. 

LXXXllI. This Board shall meet at the Court 
House on the Tuesday nc.\t after the first A Ion- 
day m I'ebruary and August in every' year, and at 
other times and places, lived by its own ajipoint- 
ment or the summons of its Chairman, and it may, 
at Its pleasure, appoint sub-Boards, to be com- 
posed of such of Its own members and other 
Magistrates of the District as it may select. . . . 

XClll. The balance of the District Court fund 
whith, as provided by the “Act to establish Dis- 
trict Courts," shall, under the order of the District 
Judge, be paid to the chairman aforesaid, shall, 
under the order of the Board aforesaid, be distrib- 
uted to the Magistrates of precincts, and be by 
them disbursed for the relief of indigent persons 
of color, and other uses of the Board, as may be 
directed. The minutes of the Board shall show the 
sum assigned to each Magistrate, and the receipt 
of the Alagistratc for every sum paid to him 
shall be taken by the chairman of the Board, and 
shall accompany the next report of the chairman 
to the Board, as well as be c.\hibitcd in support of 
the chairman’s quarterly report to the District 
Court in which such payment is set down. 

XCIV. On satisfactory information to the Dis- 
trict Judge, or a Magistrate, that a person of color 
has removed from another District, and is likely 
to become a charge to the District into which he 
has removed, the District Judge, or the Magistrate 
shall proceed against such a person as a vagrant, 
and, on conviction, he shall be punished as such: 
I’rovidcd, however, That persons of color who 
were removed by their former masters from other 
Districts, within the last five years, shall be al- 
lowed twelve months to return to the Districts 
from which they were removed; and those who 
have been separated from their families or rela- 
tives shall be allowed to return to them within 
twelve months 


VACKANtrV AND IDI LNISS 

XCV. These arc public grievances, and must be 
punished as crimes. 

XCVI. All jicrsons who have not some fived and 
known place of abode, and some lawful and rep- 
utable employment; those who have not some 
visible and known means of a fair, honest and rep- 
utable livelihood; all common prostitutes, those 
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who ut found wandering from place to place, 
Ttoding, bartering, or peddling any arucles or 
comroodinet, without a bcense from the District 
Jodge, or other proper authorines, all common 
n^lttr, persons who lead idle or disorderly 
Eves, or keep or frequent disorderly or disrepu- 
table houses or places, those who, not having suf- 
fincnt means of support, are able to work and do 
not work, those who, (whether or not they own 
htids, Qt are lessees or mechamcs,) do not provide 
1 reasonable and proper maintenance for them- 
selves and famihes, those who are engaged m 
represenong pubhcly or privately, for fee or re- 
ward, without hcense, any tragedy, interlude, 
comedy, farce, play, or other similar entertain- 
ment, exhibition of the circus, sleight of hand, wax 
work or the like, those who for private gam, 
without license, give any concert or musical en- 
tertainment of any description, fortune tellers, 
sturdy beggars, common drunkards, those who 
hunt game of any description, or fish on the land 
of others, or frequent the premises, contrary to 
the wiU of the occupants, shall be deemed va- 
grants, and be liable to the punishment hereinafter 
provided. 

XCVn Upon information, or oath, of another, 

THE SOUTH CAROLINA 

Among the states that drafted new funda- 
mental laws under the proceedings outlmed in 
the Reconstruction Acts, South cirohna is par- 
ticularly interesting because of the difference 
between the document of 1868 and the brief 
revision of her old basic law which was the 
Constitution of 1865 The latter had recog- 
hned the fact of emancipation, but it recamed 
a property basis for the appornonmenc of rep- 
resentadon so as to gn'e the low country con- 
tinued control of the legislature 

The Constitution of 1868, which was m cer- 
tain measure based on the liberal Ohio docu- 
ment, established umversal suffrage, altered the 
geographic basis of representation in favor of 
the upper country and made numerous mno- 
'■ations in South Carolina institutions. Mamed 
'tomcn were granted control of their own 
property, for example, the judicial system was 
revised, and a sy-stem of free public schools 
"as established It will be observed that segre- 


or upon his own knowledge, the District Judge 
or a Magistrate shall issue a warrant for the arrest 
of any person of color known or beheved to be 
a vagrant, within the meaning of this Act, The 
Magistrate may proceed to try, with the assistance 
of five freeholders, or call mto his aid another 
Magistrate, and the rw'o may proceed to try, with 
the assistance of three freeholders, as provided by 
the Act of 1787, concermng vagrants, or the 
Magistrate may commit the accused to be tried 
before the District Court On conncaoti, the de- 
fendant shall be hable to imprisonment, and to 
hard labor, one or both, as shall be fixed by the 
verdict, not exetedmg tvi elve months 

XCVIIl The defendant, if sentenced to hard 
labor after convicoon, may, bv order of the Dis- 
trict Judge, or Magistrate, before whom he was 
convicted, be hired for such wages as can be ob- 
tained for his services, to anv owner or lessee of a 
farm, for the term of labor to which he was sen- 
tenced, or be hired for the same labor on the 
streets, pubhe roads, or public buildmgs. The per- 
son receiving such vagrant shall have all the rights 
and remedies for enforcing good conduct and 
diligence at labor that arc herein provided in the 
case of master and servant. 

CONSTITUTION OF 1868 

gauon in pubbe educanonal institutions was 
specifically outlawed 

The convention enactmg this program not 
only excluded the state’s former leaders, who 
suffered under the system of federal disabihty, 
but most of Its propemed interests as well. 
Many of the property-owning eligible voters 
refused to pamcipate m the election to ratify 
the constitution, and neither they nor the dis- 
franchised Confederate partisans relished the 
idea of bearmg the cost of an educational and 
eleemosynary program which would benefit 
their former slaves while it imposed new strains 
on an economy not yet recovered from a long 
war 

The progressive purposes of the new consti- 
tunon were defeated by the political exploita- 
tion of the Negro and — more important — by 
the growing indifference of the Federal gov- 
ernment to the processes of Reconstruction 
The result was that m 1877 South Carolina 
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was “redeemed" and white supremacy under 
the Democratic part)' once more was reestab- 
lished. “Redemption” occurred in the other 
Southern states as follows Virginia, 1870, 
North Carolina, 1870, Georgia, 1871, Florida, 
1877; Alabama, 1874, Mississippi, 1876; Lou- 
isiana, 1877, Texas, 1874, Arkansas, 1874; Ten- 
nessee, 1869. 


In the election of 1876, all die Border states 
and all the former Confederate states (c.x- 
cept South Carolma, Flonda, and Louisiana) 
voted for the Democradc candidate, Samuel J. 
Tilden. 

The South Carolma Consdtuuon is reprinted 
from a pamphlet of that name published m 
Charleston m 1868. 


The South Carolina Constitution of 1868 


IVe, the People of the State of South Carolma, 
m Convention assaiibled, Grateful to Almighty 
God for this opportunit)’, deliberately and peace- 
ably of entering into an explicit and solemn com- 
pact witli each other, and formmg a new Consti- 
tution of civil government for ourselves and 
postcrit)', recognizing the necessity of the protec- 
tion of the people in all that pertains to their free- 
dom, safety and tranquility, and imploring the 
direcdon of the Great Legislator of the Universe, 
do agree upon, ordain and establish the following 

DtCLARATION OK lUCIlTS AND FORM OF GOVERNMENT 

AS THE CONSTITUTION OF THE COMMONWEALTH 
OF SOUTH CAROLINA 

Article I: Decl.xration of Rights 

Section i. All men are born free and equal — 
endowed by their Creator with certam inalienable 
rights, among which arc the rights of enjoying 
and defending their lives and liberdcs, of acquir- 
ing, possessing and protecting property, and of 
seeking and obtaining their safet)' and happmess. 

Slction I. Slaver)' shall never exist in this State; 
neither shall involuntary servitude, except as a 
punishment for crime, whereof the party shall 
have been duly convicted. 

Sectio.n 3. All political power is vested m and 
denved from tlic people only, therefore they have 
the right, at all umes, to modify their form of gov- 
ernment m such manner as they may deem ex- 
pedient, when the pubhc good demands 

Section 4. Ever)' citi/en of this State owes 
paramount allegiance to the Constitution and 
Government of the United States, and no law or 
ordinance of this State m contravention or sub- 
version thereof can have any binding force. 

Section 5. This State shall ever remain a mem- 
ber of the American Union, and all anempts, from 
whatever source, or upon xvhateier pretext, to 
dissolve the said Union, shall be resisted with the 
whole power of the State. 

Sectio.n 6. The right of the people peaceably 


to assemble to consult for the common good, and 
to petition the Government, or any department 
thereof, shall never be abndged. 

Section 7. All persons may freely speak, write 
and publish their senuments on any subject, being 
responsible for the abuse of that right; and no laws 
shall be enacted to restrain or abridge the liberty 
of speech or of the press. 

SEcrioN 8. In prosecutions for the publication of 
papers investigatmg the official conduct of officers 
or men in public capacit)', or when the matter 
published is proper for public mformation, the 
truth thereof may be given m evidence, and in 
all indictments for libel, the jur)’ shall be the 
judges of the law and the facts. 

SECnoN 9. Nil person shall be deprived of the 
right to worship God according to the dictates of 
his own consaence. Provided, That the liberty 
of conscience hereby declared shall not justify 
practices inconsistent xvith the peace and moral 
safety of society. 

Section 10. No form of religion shall be estab- 
lished by law, but it shall be the duty of the Gen- 
eral Assembly to pass suitable laws to protect 
ever)' religious denomination in the peaceable 
enjoyment of its own mode of worship. 

Section 11. The right of tnal by jury shall re- 
main mviolate. 

Section 12. No person shall be disqualified as 
a witness, or be prevented from acquiring, hold- 
ing and transmitting propert)', or be hmdered in 
acquiring education, or be liable to any other pun- 
ishment for any offence, or be subjected in law 
to any other restraints or disqualifications m re- 
gard to any personal rights than such as are laid 
upon others under like circumstances 

Section 13. No person shall be held to anssvet 
for any crime or offence until the same is fully, 
fairly, plainl)', substantially and formally de- 
scribed to him, or be compelled to accuse or 
furnish evidence against himself, and ever)' person 
shall have a nght to produce all proofs that may 
be favorable to him, to meet the Witnesses against 
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hnn fact to face, to have a speedy and ptibhc trial 
by an impartial jury, and to be fnUy heard in hia 
dtfence by hunself or by his counsel, or by both, 
aj he may elect, 

SrcnoN I+. No person shall be arrested, im- 
prisoned, despoiled or dispossessed of his prop- 
trtj, immunities or privileges, put out of the pro- 
tection of the law, exiled or deprived of his hfe, 
liberty, or estate, but by the judgment of his peer* 
or the law of the land. And the General Assembly 
shall not enact any law that shall subject any per- 
son to punishment without trial by jury; nor shall 
he be punished but by virtue of a law already 
established, or promulgated prior to the offence, 
and legally appUed. 

Section 15 All Courts shall be pubhc, and 
every person, for any injury that he may receive 
m his lands, goods, person or reputation, shall 
have remedy by due course of law and jusnee ad- 
nunisteted without unnecessary delay. 

Section i6 All persons shall, before convic- 
tion, be bailable by sulEaent sureties, except for 
capital offences, when the proof b evident or the 
presumption great, and excessive bad shall not, in 
any case, be required, nor corporal punishment 
inflicted 

Section 17 The pnvdege of the writ of HabiOi 
Corpus shall not be suspended, except when, in 
case of insurrection, rebelhon or mvasion, the 
pubhc safety may require it 

Section 18 No person, after having been once 
acquitted by a jury, shall again, for me same of- 
fence, be put in jeopardy of his life or liberty 
_ Section ip. All offences less than felony, and 
m which the punishment does not exceed a fine 
of one hundred dollars, or imprisonment for 
thir^ days, shall be tned summarily before a 
jasnet of the Peace, or other officer authorized 
by law, on informaaon under oath, without in- 
dictment or intervention of a Grand July, saving 
to the defendant the right of appeal; and no per- 
son shall be held to answer for any higher- crime 
or offence utdess on presentment of a Grand Jury, 
except m cases arising m the land and naval serv- 
1^ or m the mihoa when in actual service in time 
of war or pubhc danger 

SO. No person shall be imprisoned for 
debt, exemt m cases of fraud, and a reasonable 
xttionnt of property, as a homestead, shall be ex- 
enipred from seizure or sale for the payment of 
’“h °t habiliues, except for the payment of 
such obligations as are provided for in this Con- 
stitution. 

Sechon si No bill of attamder, ex post facto 

a, nor any law impairing the obhganon of con- 
cts, shall ever be enacted, and no conviction 
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shall work cormptioa of blood or forfeiture of 
estate. 

Section si. All persons have a right to be se- 
cure from unreasonable searches or seizures of 
their persons, houses, papers or possessions. All 
warrants shall be supported by oath or affirmation, 
and the order of the warrant to a civil officer to 
make search or seizure m suspected places, or to 
arrest one or more suspected persons, or to seize 
their property, shall be accompanied with a spe- 
cial designation of the persons or objects of 
search, arrest or seizure, and no warrant shall be 
issued but m the cases and With the formahtics 
prescribed by the laws. 

SEcnoN a3 Private property shall not be taken 
or applied for pubhc use, or for the use of cor- 
porations, or for pnvate use, without the consent 
of the owner or a just compensation being made 
therefore, Provided, hovsever, TThat laws may be 
made securing to persons or corporations the right 
of Way over the lands of either persons or cor- 
porations, and, for works of mtemal improve- 
ment, the right to establish depots, stanons, turn- 
outs, etc,, but a just compensation, shall, m all 
cases, be first made to the owner. 

Section 24. The power of svspeading the laws, 
or the execution of the laws, shall never be exer- 
cised but by the General Assembly, or by author- 
ity derived therefrom, to be exercised in such 
paracular cases only as the General Assembly 
shall expressly provide for. 

Section 15 No person shall, m any case, be 
subject to martial law, or to any pains or penalties 
by virtue of that law, except those employed ul 
the army or navy of the Umted States, and ex- 
cept the miliaa m actual service, but by author- 
ity of the General Assembly 

Section 26 In the government of this Common- 
wealth, the Legislaave, Executive and Judicial 
powers of the Government shall be forever sepa- 
rate and distmct from each other, and no per- 
son or persons exetcismg the funcuons of oUe of 
said departments shall assume or discharge the 
duties of any other 

SEcnoN 27, The General Assembly ought fre- 
quently to assemble for the redress of grievances 
and for makmg new laws as the common good 
m^ require, 

SEcnoN 28 The people have a right to keep 
and bear arms for the common defence. As in 
tunes of peace, armies are dangerous to liberty, 
they ought not to be maintained without the con- 
sent of the General Assembly The military 
power ought always to be held in an exact snb- 
otdinaaon to the civil anthonty and be governed 
by It. 
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Section' 29. In rime of peace no soldier shall be 
quartered in any house without the consent of the 
owner, and, in unie of war, such quarters shall 
not be made but in a manner prescribed by law. 

Section 30. No person who conscienuously 
scruples to bear arms shall be compelled so to do, 
but he shall pay an equivalent for personal serv- 
ice. 

Section’ 31. All elections shall be free and open, 
and c\er>' inhabitant of this Commonwealth pos- 
sessing the quahficauons provided for in this Con- 
stitution, shall lia\e an equal right to elect officers 
and be elected to fill public office. 

Section 31. No propeny’ qualification shall be 
necessary for an election to or the holdmg of any' 
office, and no office shall be created, the appoint- 
ment to which shall be for a longer time than good 
behavior. After the adoption of this Constitution, 
any' person who shall fight a duel, or send or ac- 
cept a challenge for that purpose, or be an aider 
or abetter in fighting a duel, shall be deprived of 
holding any' office of honor or trust in this State, 
and shall be otherwise pumslied as the law shall 
prescribe. 

Section 33. The right of suffrage shall be pro- 
tected by laws regulating elections, and prohibit- 
ing, under adequate pcnalucs, all undue influences 
from power, bribery', tumult or improper con- 
duct. 

Section 34. Representation shall be apportioned 
according to population, and no person m tlus 
State shall be disfranchised or deprived of any' 
of the rights or privileges now enjoyed except 
by the law of the land or the judgment of his 
peers. 

Slciion 35. Temporary absence from the State 
shall not forfeit a residence once obtained. 

Section 36. All property' subject to taxation 
shall be taxed in proporuon to its value. Each in- 
dividual of society' has a right to be protected in 
the enjoyment of life, liberty' and property ac- 
cording to standing laws. He should, therefore, 
contribute his share to the expense of his protec- 
tion and give his personal service when necessary. 

Section 37. No subsidy', charge, impost tax or 
duties shall be established, fixed, laid or levied, 
under any' pretext whatsoever, without the con- 
sent of the people or their representatives latv- 
fully’ assembled. 

Section 38 Excessive fines shall not be im- 
posed, nor cruel and unusual punishment inflicted, 
nor shall w itncsses be unreasonably detained 

Section 39. No title of nobility or hereditary 
emolument shall ever be granted in this State Dis- 
tinction on account of race or color, m any case 
whatever, shall be prohibited, and all classes of 


citizens shall enjoy' equally all common, pubhc, 
legal and political privileges. 

Section 40. All navigable waters shall remain 
forever public highways, free to the citizens of the 
State and the United States, witliout tax, impost 
or toll imposed; and, no tax, toll, impost or wharf- 
age shall be imposed, demanded or received from 
the owner of any' mercliandise or commodity, 
for the use of the shores or any' wharf erected on 
the shores, or in or over the waters of any' navi- 
gable stream, unless the same be authorized by' die 
General Assembly'. 

Section 41. The enumeration of rights in this 
Constitution shall not be construed to impair or 
deny others retained by' the people, and all povv'ers 
not herein delegated remain vv'ith the people. . . . 

Articee VllI Right of Suffrage 

Section i. In all elections by the people the 
electors shall vote by ballot. 

Section 2. Every male ciuzen of the United 
States, of the age of nventy'-onc years and up- 
w’ards, not laboring under the disabihdes named m 
this Consntution, without distinction of race, 
color, or former condition, who shall be a resi- 
dent of dus State at the time of the adoption of 
this Constitution, or w’ho shall tliercaftcr reside 
in this State one year, and m the County in which 
he offers to vote, SExty' day's next preceding any 
clecdon, shall be entitled to vote for all officers 
that arc now', or hereafter may' be, elected by the 
people, and upon all questions submitted to the 
electors at any elections. Provided, That no per- 
son shall be allowed to vote or hold office who is 
now or hereafter may be disqualified therefor by 
the Constitudon of the United States, until such 
disqualification shall be rcmov'cd by' the Congress 
of the United States, Provided further, That no 
person, while kept in any alms house or asy'lum, 
or of unsound mind, or confined in any public 
prison, shall be allowed to vote or hold office. 

Section 3. It shall be the duty of the General 
Assembly to provide from time to time for the 
registration of all electors. 

Sfction 4. For the purpose of V'oting no person 
shall be deemed to have lost his residence by' rea- 
son of absence while employed m the service of 
the United States, nor vvlule engaged upon the 
waters of this State or the United States, or of the 
high seas, nor while temporarily' absent from the 
State. 

Section 5. No soldier, seaman or marmc in tlic 
army' or navy' of the United States shall be deemed 
a resident of this State in consequence of having 
been stationed therein. 

SccTio.N 6 . Electors shall, in all cases, except 
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tjtison, feloay or breach of the peace, be pnvi- 
Wtd from arrest and avfl process durmg their 
rtendince at elections, and in going to and re- 
tiiinmg from the same, 

SicnoN 7 Every person enutled to vote at any 
election shall be eh^Ie to any office which now 
H or hereafter shall be elective by the people m 
the Coonty where he shall have resided sixty days 
ptevioas to such election, except as otherwise pro- 
vided m this ConsatuDon or the Constitution and 
hws of the Umted States. 

Sectiov 8 The General Assembly shall never 
piss any law that will deprive aity of the citizens 
of this State of the right of suffrage except for 
treason, mnrder, robbery, or duelling, whereof 
the persons shall have been duly tried and con- 
victed. 

Sectiov 9. Presidential electors shall be elected 
by the people. 

Section 10. In all elections held by the pieople 
tinder this Constitution, the person or piersons 
who shall receive the highest number of votes 
riiall be declared elected. 

Section ii The provision of this Constitution 
conoemmg the term of residence necessary to en- 
able persons to hold cerum offices therein men- 
ooned, shall not be held to apply to officers chosen 
by the people at the first electioo, or by the Gen- 
eral Assembly at its first session. 

Section 11 No person shall be disfranchised 
for felony, or other crimes committed whde such 
person was a slave 


Aiticle DC Finance and Taxation 


Sectiov i The General Assembly shall pro- 
vide by law for a uniform and equal rate of assess- 
ment and taxation, and shall piescnbe such regu- 
lations as shall secure a just valuaaon for taxation 
of all property, real, personal and possessory, cx- 
cept mines and mmmg claims, the proceeds of 
which alone shall be taxed, and also excepting 
tneh property as may be exempted by law for 
municipal, educational, literary, scientific, re- 
hpous or chantable purposes. 

Sectiov z The General Assembly may provide 
annwllv for a poll tax not to exceed one dollar on 
Mch poll, which shall be apphed exclusively to 
the public school fond. And no additional poll 
^ shall be levied by any mtmicipal corpora- 


!• "Tht General Assembly shall pro- 
oe for an annual tax sufficient to defray the esa- 
^ted expenses of the State for each year, and 
henever it shall happen that such orffinary eX- 
pvnses of the State for any year shall exceed the 
come of the State for such year, the General 


Assembly shall provide for levying a tax for the 
ensuing year suffiment, with other sources of m- 
come, to pay the deficiency of the prccedmg year, 
together with the estimated expenses of the en- 
suing year 

Section 4. No tax shall be levied except in pur- 
suance of a law, which shall distinctly state the 
object of the same, to which object such tax shall 
be apphed 

Secuion 5 It shall be the duty of the General 
Assembly to enact laws for the exemption from 
taxaoon of all public schools, colleges, and insti- 
tutions of leammg, all chantable mstitnudus in 
the nature of asymms for the infirm, deaf and 
dumb, blind, idiobc and mdlgeOt persons, all pUb- 
hc libranes, churches and burying grounds, but 
property of associations and societfes, although 
connected with charitable objects, shall not be ex- 
empt from State, County or Mumcipal taxation. 
Provided, That this exemption shall not extend 
beyond the buildings and premises actually oc- 
cupied by such schools, colleges, institutions of 
leammg, asylums, hbtanes, churches and bnnal 
grouniS, although connected with chantable ob- 
jects 

Section 6 The General Assembly shall pro- 
vide for the valuaDon and assessment of all lands 
and the improvements thereon pnor to the as- 
sembling of the General Assembly of one thou- 
sand eight hundred and seventy, and thereafter 
on every fifth year 

SECnoN 7 For the purpose of defraying ex- 
traordinary expenditures, me State may contract 
pubhc debts, bat such debts shall be authorized 
by law for some smgle object, to be distmctly 
specified therem, and no such law shall take effect 
until it shall have been passed by the vote of two- 
thirds of the members of each branch of the Gen- 
eral Assembly, to be recorded by yeas and nays 
on the journals of each House respecuvely, and 
every such law shall levy a tax annually sufficient 
to pay the annual mterest of such debt. 

Section 8 The corjporate authonties of CouU- 
nes. Townships, School Di str ic ts , Qties, Towns 
and Villages may be vested with power to assess 
and collect taxes for corporate purposes, such 
taxes to be uniform m respect to persons and prop- 
erty within the jnnsdiction of the body imposmg 
the same And the General Assembly shall require 
that all the property, except that heretofore ex- 
empted withm the limits of municipal corpora- 
tions, shall be taxed for the payment of debts con- 
tracted under authonty of law 

SEcnoN 9 The General Assembly shall pro- 
vide for the incorporation and organization of 
cines and towns, and shall restrict their powers 
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of axatioa, borrowing money, contracting debts, 
and loaning their credit. 

Slctios 10 No scrip, cemficate, or other evi- 
dence of State indebtedness shall be issued, except 
for the redemption of stock, bonds, or other evi- 
dences of indebtedness previously issued, or for 
such debts as arc expressly authorized m this Con- 
stitution 

SEcnoN II. An accurate statement of the re- 
ceipt and expenditures of the pubhc money shall 
be published with the laws of each regular session 
of the General Assembly in such manner as may, 
by law, be directed. 

Section 12. No money shall be draxsm from the 
Treasury' but in pursuance of appropriaaons made 
by law. 

Section 13. The fiscal year shall commence on 
the first day of November in each year. 

Section 14 Any debt contracted by the State 
shall be by loan on State Bonds, of amounts not 
less than fift)' dollars each, on interest, payable 
within twen^' years after the final passage of the 
law authorizmg such debt. A correct registry of 
all such bonds shall be kept by the Treasurer m 
numerical order, so as always to ex'hibit the num- 
ber and amount unpaid, and to whom severally 
made payable 

Section i 5. Suitable laws shall be passed by the 
General 'Assembly for the safe keeping, transfer 
and disbursement of the State, County and School 
funds, and all officers and other persons charged 
with the same, shall keep an accurate entry' of 
each sum received, and of each payment and 
transfer, and shall give such sccunty for the faith- 
ful discharge of such duties as the General Assem- 
bly may provide And it shall be the duty of the 
General Assembly to pass laws making embezzle- 
ment of such funds a felony, pumshable by fine 
and imprisonment proportioned to the amount 
of deficiency or embezzlement, and the party con- 
victed of such felony shall be disqualified from 
ever holding any office of honor or emolument 
in this State, Provided, however, That the Gen- 
eral Assembly by a two-thirds vote, may remove 
the disability upon payment m full of the princi- 
pal and interest of the sum embezzled 

Section 16 No debt contracted by this State 
in behalf of the late rcbelhon, m whole or m part, 
shall ever be paid. 

Akticle X: Education 

Sechon I. The supen'ision of public instruc- 
Don shall be vested in a State Superintendent of 
Education, who shall be elected by the qualified 
electors of the State in such manner and at such 
time as the other State officers are elected, his 


powers, duties, term of oflice and compensation 
shall be defined by the General Assembly. 

Section 2. There shall be elected biennially, in 
each Count)', by the qualified electors thereof, one 
School Commissioner, said Commissioners to con- 
sutute a State Board of Education, of which the 
State Supermtendent shall, by virtue of his office, 
be Chairman; die powers, duues, and compensa- 
tion of the members of said Board shall be de- 
termined by law. 

Section 3. The General Assembly shall, as soon 
as pracDcablc after the adopnon of this ConsD- 
tution, provide for a liberal and urufonn system 
of free public schools throughout the State, and 
shall also make provision for the division of the 
State into suitable School Districts. There shall be 
kept open at least sex months in each )'car one or 
more schools in each School District. 

Section 4 It shall be the duty of the General 
Assembly to provide for the compulsory attend- 
ance, at either public or private schools, of all 
children between the ages of six and SLxteen years, 
not physically or mentally disabled, for a term 
equivalent to twenty-four months, at least Pro- 
vided, That no law to that effect shall be passed 
until a system of public schools has been thor- 
oughly and completely organized, and facihties 
afforded to all the inhabitants of the State for the 
free education of their children. 

Section 3 The General Assembly shall levy at 
each regular session after the adopuon of this Con- 
stirunon an annual tax on all taxable property 
throughout the State for the support of pubhc 
schools, which tax shall be collected at the same 
time and by the same agents as the general State 
levy, and shall be paid mto the Treasury of the 
State. There shall be assessed on all taxable polls 
m the State an annual tax of one dollar on each 
poll, the proceeds of which tax shall be applied 
solely to educational purposes. Provided, That no 
person shall ever be deprived of the right of suf- 
frage for the non-payment of said tax. No other 
poll or capitation tax shall be levied in the State, 
nor shall the amount assessed on each poll exceed 
the limit given m this section. The School Tax 
shall be distributed among the several School Dis- 
tricts of the State, in proportion to the respective 
number of pupils attending the public schools. No 
religious sect or sects shall have exclusive nght 
to, or control of any part of the school funds of 
the State, nor shall sectarian pnnciples be taught 
in the public schools 

Sectio.n 6 Within five years after the first reg- 
ular session of the General Assembly, following 
the adoption of this Constitution, it shall be die 
duty of the General Assembly to provide for the 
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cjtablishmcnt and support of a State Normal 
School, which shall be open to all persons who 
may wish to become teachers 

Sccnov 7 Educational insatutions for the 
benefit of all the blind, deaf and dumb, and such 
other benevolent mstitunons, as the public good 
may require, shall be established and supported 
by the State, subject to such regulaaons as may 
be prescribed by iaw 

Section 8 . Provisions shall be made by law, as 
soon as practicable, for the establishment and 
mamtcnance of a State Reform School for juvemle 
offenders 

SEcnoN 9 The General Assembly shall pro- 
vide for the mamtenance of the State Umversity, 
and as soon as pracacabte, provide for the esub- 
lishment of an Agricultural College, and shall ap- 
propriate the land given to this State, for the sup- 
port of such a college, by the Act of Congress, 
passed July second, one thousand eight hondred 
and sixty-two, or the money or scrip, as the case 
may be arising from the sale of said lands, or anjr 
lands which may hereafter be given or appropri- 
ated for such purpose, for the support and mam- 
tenance of such college, and may make the same 
a branch of the Sute Umversity, for instruction 
in Agnculture, tlie Mechamc Arts, and the Nat- 
ural Sciences connected therewith, 

Sechov 10 All the public schools, colleges, 
and universities of this State supported m whole 
or m part by the public funds, shall be free and 
open to all the children and youths of the State, 
without regard to race or color 

Stenos 1 1 The proceeds of all lands that have 
been or hereafter may be given by the Umted 
Stares to this State for educational purposes, and 
not otherwise appropriated by this State or the 
Umted States, and of all lands or other property 
gisen by individuals, or appropriated by the State 
for like purpose, and of all estates of deceased 
persons who have died snthout leaving a will or 
heir, shall be securely bvested and sacredly pre- 
served as a State School Fund, and the annual in- 
terest and income of said fund, together with such 
other means as die General Assembly may pro- 
vide, shall be faithfully appropriated for the pur- 
pose of establishing and maintaining free public 
schools, and for no other purposes or uses what- 
ever. 

Aatia E XI Charitable avd Penal iNsnrtrnoNs 

Section i. Institutions for the benefit of the 
insane, blmd, deaf and dumb, and the poor, shall 
alwa^-s be fostered and supported by this State, 
and shall be subject to such regulations as the 
General Assembly may enact. 


Sectwn a The Directors of the Pemtenoary 
shall be elected or appomted, as the General As- 
sembly may direct. 

Section 3 The Directors of the benevolent and 
other State institutions, such as may be htieafttt 
created, shall be appointed by the Governor, bv 
and with the consent of the Senate, and upon all 
nonunaaons made by the Governor, the question 
shall be aken by yeas and nays, and entered upon 
the journals. 

Section 4. The Governor shaU have power to 
fill ail vacancies that may occur m the offices 
aforesaid, until the next session of the General 
Assembly, and until a successor or successors shall 
be appointed and confirmed 

Section 5 The respective Counties of this State 
shall make such provision, as may be determined 
by law, for all those mhabitann who by reason of 
age, and infirmities or misfortunes, may have a 
claun upon the sympathy and aid of society 

SEcnoN 6 The Physician of the Lunatic Asy- 
Inm, who shall be superintendent of the same, 
shall be appointed by the Governor, with the ad- 
vice and consent of ffie Senate. All other necessary 
officers and employes shall be appomted by the 
Governor 

Article XII Corporations 

SccnoN I Corporaaons may be formed under 
general Jaws, but all such laws may from time to 
time be altered or repealed. 

Section 2 The property of corporations now 
enstmg or hereafter created, shall be subject to 
taxation, except m cases otherwise provided for 
m this Constituuon. 

Section 3 No right of way shall be appropri- 
ated to the use of any corporaaon until full com- 
pensacion therefor shall be first made, or secured 
by a deposit of money to the owner, irregiective 
of anv benefit from any improvement proposed 
by such corporation, which compensaaon shall be 
ascertamed by a jury of twelve men, m a Court 
of Record, as shill be prescribed by law 

Section 4, Dues from corporaaons shall be se- 
cured bv such mdividual liability of the stock- 
holders and other means, as may be prescribed 
by law 

Section j All general laws and speaal acts 
passed pursuant to this secaon, shall make provi- 
sions therem for fixing the personal habiliry of 
stockholders under proper limitaaons, and shall 
prevent and punish fraudnlent tmsrepresentaaons 
ax to the capital property and resonrees of such 
corporaaons, and shall also regulate the public use 
of all franchises which have heretofore been, or 
hereafter may be created or granted, by or under 
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the authorit)’ of this State, and shall limit all tolls, wise, and upon the further condition that no di- 
imposts, and other charges and demands under rector or other officer of said corporation shall 
such laws • borrow any money from said corporation, and if 

Slction 6 The General Assembly shall grant any director or other officer shall be convicted 
no charter for banking purposes, nor renew' any upon indictment of directly or indirectly violat- 
banking corporations now in c\istcnce, except ing this Section, he shall be punished by fine or 
upon the condition that the stockholders shall be imprisonment, at the discretion of the Coun. The 
liable to the amount of their respective share or books, papers, and accounts of all banks shall be 
shares of stock in such banking institution, for all open to inspection, under such regulations as may 
Its debts and liabilities, upon note, bill, or other- be prescribed by law, 

JOINT SELECT COMMITTEE 

In 1867, the disfranchised Southern whites, majority reported the evistence of widespread 
faced by Negro suffrage and military adminis- disorders motivated by the attempt to restore 
tration under the Reconstruction Acts, set w'hite supremacy. One of the witnesses dc- 
nbout recapturing their rights through the dared that “the people of Georgia will vote 
creation of secret societies h’ke the Ku-KIux the negro population whenever w'c are left to 
Klan. Whatever the purposes of the original ourselves.” Smee the bulk of Southern prop- 
organizers may have been, these societies soon erty still remained in the hands of disfranchised 
became secret terrorist bands using the lash, e.x-rcbels, they necessarily retained their influ- 
thc gun and the rope, and attacking both ence in the South, the Subcommittee on State 
w’hitcs and freedmen. Tlie movement was not Debts and Election Laws reported It sug- 
two years old before its leaders realized the gested the removal of those disabilities, there- 
social implications of secret government by fore, and the consequent coupling of respon- 
organized violence and ordered the Klan dis- sibiiity with financial pow'cr. For the rest, the 
banded as an interstate organization, country should have pauence and enforce the 

Local societies continued, however, and law. 
their methods did not become less effective — The minority report is far less complacent 

or more gentle. In 1871, the activity of local in tone. The people of the South have been 
klans in North Carolina had reached the point “defamed” and made the victim of “unspeak- 
where order could not be preserved. Federal able outrage.” Most of the testimony offered 
supervision of Congressional elections had been the Committee is mere hearsay report of mat- 
authorized in February, but in April accounts ters w'hich occurred from two to six years 
of conditions in North Carolina provoked Con- earlier. Actually, both life and property w'ere 
gross to the passage of a law giving to the Fed- entirely safe in the South and there w'as no cx- 
cral government the authority to deal with cuse for giving the President extraordinary 
secret conspiracies. By the same act, the Prcsi- pow'er. The Southern people had believed that 
dent W'as authorized to suspend the writ of repeal of the ordinances of secession and the 
habeas corpus and use the army to put down recognition of emancipation w'ould restore 
disturbances in the affected areas. them to their former position in the Union. 

Opposiuon to the breadth of this program Instead, they had been subjected to misrule and 
led to the establishment by Congress of a exploitation by Northerners and Negroes And 
“Joint Select Committee to Inquire into the the minority report referred to the case of the 
Condition of Affairs in the Late Insurrec- South Carolina State Senator, Beverly Nash, 
tionaty States.” This Committee divided itself who had told a Negro public meeting that 
into several subgroups which took testimony taxes should be raised until the planters were 
on the spot as well as in Washington. The forced to “put these lands back w'hcre they 
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belong into the hands of those who worked 
for them You toiled for them, you labored for 
them and were sold to pay for them and yon 
ought to have them ” 

The Joint Select Committee's thirteen vol- 
umes of testimony, poor legal evidence though 
they may be, relate how white properly own- 


ers reestablished themselves m control of their 
commumaes, An excerpt from the mmonty re- 
port IS printed here and also portions of the 
testimony The Report of the Joint Select 
Committee tvas pnnted as Senate Document 
No 411, 4id Congress, ad Session (Washing- 
ton, 1872). 


Mtnorhy Report 

BY THE JOINT SELECT COMMITTEE 


. , While we do not Intend to deny that bodies 
of disguised men have, m several of the States of 
the South, been guilty of the most flagrant enmea, 
crimes which we neither seek to palliate nor ex- 
cuse, for the commission of which the wrong- 
doers should, when ascertained and duly con- 
victed, suffer speedy and condign punishment, we 
deny dtat these men have any general organiza- 
tion, or any pohtical sigmficanct, or that their 
conduct 1$ indorsed by any respectable number of 
the white people in any State, on the contrary, the 
men and the bands by which such outra^ are 
perpetrated are almost universally regarded by 
the mtelligcnt people of the several States as the 
worst enemies of the South, as they furnish the 
men now m pou'er at Washington the only excuse 
left to maintain war upon them, and to continne 
the system of robbery and oppression which they 
have inaugurated — a system which is destruenvo 
not only of their peace and prosperity, but is in- 
tended to blacken and malign their character as 
men before the country and the world We will 
show, by testimony incontrovertible, that m no 
one of the six States of North and South Carolina, 
Georgia, Alabama, Mississippi, and Florida, has 
there, at any time, existed combinations of lawless 
men in one-tenth part of any one of said States. 

These SIX States hav e, in the aggregate, a popu- 
lanon of 4,973,738, and the total number of thtit 
counties exceeds 420 We do not fear successful 
contradiction when we say that there never was a 
disguised band in one-tenth pan of them, or m 
01 et 40 of these 410 counties, simply m a county 
here and there, or at most in one or two counnes 
together In set eral of these States have such bands 
committed depredations, and ue will show to all 
men not blinded by prejudice or passion, that the 
Ku'KIux bill, and the proceedings thereunder are 
the grossest outrage, the foulest calumny, ever 
perpetrated or orculared upon or against a help- 
less people by their rulers — who ought, for that 
reason u for no other, to be their friends instead 


of bemg thou- relentless enemies and calumniators. 

To moke our report clear and mtelUgible to the 
mass of the Amencan people, on whose innate 
honesty and sense of josQce we rely — for we fear 
no facts will have any effect on the parazan ma- 
jonty in Congress, who have already shown by 
the passage of the Ku-Klttx bill agamst then: will 
and judgment that they dare not disobey the 
orders of their impenous, not to say imperial 
President, it will be necessary to state briefly the 
legislation of Congress and the acts of the Execu- 
tive relanve to the States of the South for the last 
five years. When that is done, their present condi- 
tion and the pobdcal opinions and feebngs of 
that people will be readily understood, and much 
that, witnout a recollecaon of these things, would 
appear strange to a western or northern man liv- 
mg in a well ordered community, with all his 
rights properly protected by ofBcers duly elected, 
and equally interested with himself in the main- 
tenance of law and order, and in the just and eqnal 
protection of the lives, liberty, and property of 
all men of all political parties, will be readily com- 
prehended 

It is shown that, when the war ended, the peo- 
ple of the South, relying on the promises made by 
the Federal generals wMe their commands were 
In the field, on the negotianons precedmg the sur- 
render, on the proclamation of the President, and 
the utterances of both the press and the pubhe 
men of the North, as well as upon the terms actu- 
ally agreed on between Generals Grant and Sher- 
man, and Generals Lee and Johnston, at the time 
of the capitulation of the armies of the latter, were 
Induced to believe, and did bebeve, that when re- 
sistance to Federal authonty ceased, and the su- 
premacy of the Constitution of the Umted States 
was recognized In the seceded States, and espe- 
cially after the ordinances of secession were re- 
pealed and an amendment to the Constimtion 
abolishing slavery everywhere was ratified by 
their legislatures, that a fnll and complete restora- 
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tion of the Southern States, and the people thereof, 
to their former posiuon of coequal States in the 
Union would at once take place, and after the c\- 
hausnon of such a terrible war, they hailed the 
return of peace upon such terms not only with 
satisfaction, but with delight. They acknowledged 
defeat, accepted tlie situauon, went to work ear- 
nestly to build up their waste places, retries e their 
lost fortunes, and were determined honestly and 
earnestly to support, defend, and maintain the 
Umon and the Constitution. Large numbers of 
the southern people m the seceded States had 
never felt any hostility to the General Govern- 
ment, and had only followed the fortunes of their 
States and people during the war, .when they were 
impotent to resist, and when it was folly to oppose 
the action of those in authority. 

It was not to be expected that such a mass of 
men as composed the confederate army, and were 
connected with its administrauon, could at once 
return to the ordinarj' avocations of civil life 
witliout confusion or disturbance. The men who 
composed the Federal Army, when the war 
closed, found, on their return to their homes, a 
healthy, prosperous, peaceful, and well-organized 
society, into which they were not only received 
and welcomed, but were properly made the re- 
cipients of whatever it was in the power of the 
people to bestow, while the Government of the 
Umted States with a lavish hand provided, 
through the medium of pay, pensions, and boun- 
ties, for their wants and sufferings. It was not so 
in the South. 

Tlicre society was greatly disorganized, the 
strain upon the people to supply the armies in 
tlie field had exhausted their resources, the re- 
gions which had been the scene of active military 
operations were laid waste, starvation stared the 
people in the face; labor was absolutely demoral- 
ized, the negro population, which, as slaves, had 
furnished the great bulk of their labor, being liber- 
ated, in their povert)', ignorance, and incapacity 
to appreciate the effect of their altered condition, 
were slow to realize the necessity for constant 
and continued labor on their part, so that the con- 
federate soldier, and all others who had, during 
the years of war, devoted themselves to that cause, 
found, on the return of peace, nothing but pov- 
ert)’ and ruin in all their land, and themselves 
absolutely' beggars among a people who had noth- 
ing to give. 

Under such circumstances it was, as before 
stated, impossible to restore harmony in civil gov- 
ernment without some confusion; yet, so ear- 
nestly did that people struggle to return to their 


allegiance, and thus entitle themselves to the pro- 
tection which had been promised to them, tliat, 
from the day of the surrender of their arnues, no 
hostile arm has ever been raised against the au- 
thority of the United States. 

Before even breathmg-time was allow'ed them, 
a set of harpies, most of whom had shirked tlie 
dangers of the battle-field, camp-followers, horse- 
holders, “cow-boys,” plunderers from both sides 
dunng all the years or stnfe, rushed down singly 
and in squads on that people, thus prostrate and 
defenseless, and for their own private gain seized 
and earned off whatever could be found worth 
seizing in that country. All remonstrance or re- 
sistance was stifled and crushed out b)’ the cry of 
disloyalty and treason they raised against the 
southern people, and by the pretense that the 
plunderers were persecuted because of their loy- 
alty and devotion to the Union, and especially to 
the republican party and its contmued su- 
premacy. . . , 

The men of the South, under the programme 
laid down for diem, reorganized their State gov- 
ernments, elected Representatives and Senators to 
Congress, radfied the thuT:eenth amendment to 
the Consriturion of the United States by their 
State legislatures, conferred by law aU civil rights 
on their emancipated slaves, in short, did all that 
they thought the Federal Government wanted 
them to do. 

But they were mistaken, they had failed to elect 
men to Congress who would blindly obey the 
orders of the leaders who then dictated and were 
detemimed to continue to dictate the legislation 
of the countr)’. A system had grown up whereby 
great, protected, and moneyed monopolies were 
fostered and enriched at the expense of labor, and 
especially of agricultural labor, which it was not 
believed the representatives of southern constitu- 
encies would sustain. The doors of Congress w’ere 
closed upon them (of course not avowedly for 
the true reason) and, so far as they were con- 
cerned, taxation without representation was their 
fate from that time forward, and has so continued 
with some exceptions substantially until now. 
When they had not a Representative in Congress 
a tax of three cents a pound was levied upon all 
cotton exported, that bemg their great staple prod- 
uct, while ever)’ other portion of the countr)’ 
could ex^port its products duty free. 

The Freedmen’s Bureau bill and the civil-rights 
bill were next imposed upon them by the other 
States (We perhaps ought to say that Tennessee 
had, in the mean time, sent men to Congress will- 
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mg to obey all orders of their party leaders, and 
they had been admitted, of course ) 

Then foUoued the senes of rcconstructioa 
measures, with the fourteenth and fifteenth 
amendments, which they were required to accept, 
mdorse, and approve, as a condinon precedent to 
bemg allowed to have any civd government at all, 
because, until that was done, the hberty and prop- 
erty of every man, woman, and child, loyal and 
disloyal, white and bbeh, were held at the mercy 
of any soldier who rmght be placed over them 
Men m the Northern and Western Sutes have 
but a famt idea of the oppressions wantonly 
heaped upon the people of the South, of the m- 
solence of the adventurers who were made their 
masters, of the strife they stirred up by their ap- 
peals to the worst passions of the ignorant negroes, 
inatmg them to crimes, and decennng them by 
false pronuses of conferring upon them the prop- 
erty of their former masters, in order that they, 
by the votes of the negroes, might nde mto power 
and place, which they never would have thought 
of at home, and thus be enabled to rob and plun- 
der a people whose most mteUigent men and larg- 
est property-holden were disfranchised by Con- 
gress, tne more surely to enable the Freedmen’s 
Bureau agents, and other adventurers, to obtain 
and hold undisputed possession of all the functions 
of government. State and Federal 
A careful readmg of the testimony uten by 
the committee — for on these pomts there is no 
dispute and no conflict — would convince every 
unpatnal man that the endurance and long- 
sunermg of that people has been such as no peo- 
ple ever before exhibited 
We have not the space to set forth one-tenth 
part of the proof talien, illustraang, we might say 
demonstrating, the truth of our asseraons, but 
we feel it to be incumbent upon us, as the tes- 
timony IS too volummous to be read, to give some 
extracts from a few of the many intelligent wit- 
nesses examined, especially as to the kmd of men 
put m authonty by Congress, and their manage- 
ment of the negro . . 

TtSTlXIOSY 

Washuigton, DC, Austat 4, 1871 
iiEMRY B. w iirmcLn sworn and examined. 
Question WTicre do you reside^ 

Answer At Columbus, Mississippi 
Question In what county is Columbus’ 

Answer Lowndes County, 

Question How long have you hved there? 
Answer, Smee Februart', 1839 


Question Are you a native of Mississippi? 

Answer No, sir, I was bom m the State of 
Georgia, I have resided m Mississippi smee I was 
three years old 

Question Are you a son of Ex-Govemor Whit- 
field, of Mississippi? 

Answer Yes, sir 

Question Hai'e you ever held any pubhc posi- 
Bons in the State? 

Answer Yes, sir, I am at present mayor of the 
ary of Columbus. 

Question Have you been mixing with the peo- 
ple of Lowndes and the adjommg counnes, and 
nave you been engaged m busmess with them so 
as to know the condition of affairs generally? 

Answer. I am familiar with people in my own 
and the adjouung counties, having mingled with 
them considerably. My position has been such as 
to bnng me m frequent contact with them. 

Question What busmess are you engaged m at 
this time? 

Answer 1 am an attomey-at-law, and am en- 
gaged m the practice of the law, m addiaon to 
my official position as mayor of the city 

Question This committee is charged with m- 
quinng mto the condinon of affairs m Mississippi 
and other States, especially m reference to the 
safety of property and life, and the due execution 
of the law State anythmg you know on that sub- 
ject. 

Answer 1 consider that m the counnes m East- 
ern Mississippi pamcularly, and on the Alabama 
Ime, and m North Mississippi, on the Tennessee 
hne, there is considerable insecurity to h"berty of 
person, and in some instances to hfe, unless a party 
espouses certain opinions 

Question What opmions do yon mean? 

Answer I mean that if a white man, an old cm- 
zen of the county, is known to be a member of the 
republican party, the people are very mtolerant 
toward him, and if a northern man who has come 
there is a repnbhcan they are a little worse toward 
hun, and toward the black people, unless they are 
wiUing to vote as the people there desire them to 
vote, they are very mtolerant. 

Question. State the extent to which this mtoler- 
ance is earned with reference to any or all of these 
classes. 

Answer So far as I am personally concerned, I 
have lived there so long, and the people know me 
so well, that there has been no particular prosenp- 
don m regard to myself Nobody has ever at- 
tempted anythmg toward me, or said anythmg 
offensive about me, so far as I am aware, * 

Question. The rule adopted by this committee 
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is difTcrcnt from that practiced in courts of law as 
to the admission of testimony. You can state licrc, 
not only what you Imo'v upon personal Imowl- 
edge, but what you know from others whom you 
hcheve emtitlcd to credit. 

/Uiswcr. Well, sir, of my personal knowledge I 
know nothing on this subject, but from the evi- 
dence of others, who 1 believe are entitled to the 
greatest credit, and, in fact, from a cloud of wit- 
nesses, I can state many tilings that have occurred 
in the country’ there showing the insecurity of 
personal liberty and the csprcssion of opinion. 

Question. Take first your own county of 
Lowndes, and state the condition of things there. 

Ansvjor. I will state in the first place that the 
county of Lowndes immediately adjoins the State 
of Alabama. It is one of the largest and wealthiest 
counties in the State. I believe it is the second 
largest in wealth and population. The county xs 
ahnosr equally divided by the Tombigbee River. 
The eastern part of it is a sandy country, the west- 
ern part a very rich prau'ic country. There is a 
large black population in the county, particularly 
on the western side of the river; on the eastern 
side, although there is considerable black popula- 
tion, the white people rather preponderate. Back 
as far as the year i868 was the first time that we 
had any indications there of any organizations 
which appeared to be for improper purposes — for 
the purpose of controlling opinion or making 
people do as they wanted them to do. Such or- 
ganizations then existed, being organized during 
the campaign of 1868 — at the time of the election 
for tlie convention in the State. During 1869 and 
a part of 1870, we did not hear of anything of the 
kind to any extent in Lowndes County. But last 
February the thing seemed to have broken loose 
again with every indication of violence, and to a 
very outrageous extent m the northeastern part 
of the county. 

Question. The part of the county bordering on 
the Alabama line? 

Ansvier. Yes, sir; the part bordering on the 
Alabama line, and then along the Imc of Monroe 
County, the county in Mississippi immediately 
north of us. I .will state that the first outbreak 
which occurred was m the latter part of February’ 
of the present year. The victim xvas a negro named 
James Hicks 1 saw him after the occurrence; I 
went out with the superintendent of education 
to see him. He had lived up in the neighborhood 
of Caledonia, which is in the northeastern corner 
of the county. It was charged that while tlierc he 
had used some improper language in regard to 
some white ladies of the neighborhood; and these 
people determined, 1 suppose, that he should suffer 


for it. He jiad moved down some seven miles be- 
low tliat, into another neighborhood. They' found 
out wlicrc he lived, followed him down there, and 
took him out one night. From tlie best informa- 
tion I could get, tlicrc were from one hundred 
to one hundred and twenty disguised men, who 
were armed heavily. Tliey’ took him out into the 
public road and whipped hmi. The statements of 
the witnesses varied considerably’ as to the amount 
of whipping he received. The lowest estimate 
that I heard was three hundred lashes; some of the 
black people who were present thought it was as 
high as one tliousand 1 have no doubt my'self, 
from the man’s appearance two day’s afterward, 
and from the evidence in the ease, tliat he was very' 
severely beaten. He was ordered to leave the 
country in ten days under penalty of being hung. 
Tlie party then went from this man’s house to one 
of the public school-houses, which was about 
half a mile distant. A gentleman named H. W, 
Farmer was teaching the school at that place. He 
was an innocent, inoffensive white man. The 
board of school directors of the county, (of which 
body I am a member,) on sending him out to 
the neighborhood, had told lum to endeavor to 
get board with some white family in the neighbor- 
hood, and we gave him letters of introduction for 
that purpose. We desired to avoid every appear- 
ance of anything that would give any cause for 
suspicion or complaint. When he went out there 
he applied to three or four white families in the 
neighborhood to get board, but did not succeed. 
He then got a house from an old black man who 
lived near the school-house, and he had his room, 
his bedding, and everything of that kind in this 
house to himself. These black people prepared his 
meals for him and carried them to the house 
where he slept. This party went to his house and 
called him out. He came to the door and asked 
them what they desired. They told him they 
wanted to talk with him. They said that he had 
no business in the country’ teaclung free schools, 
that they were going to break them all up; that 
the system was a grand humbug, an imposition 
upon the people, and that they were determined 
there should be nothing of the kind in that part of 
the country. The^ told him they did not intend 
that night to do him any’ harm, but that they were 
coming back in ten days, and if he w’as there at 
the end of that time he would find himself dan- 
gling at the end of a rope. There was considerable 
excitement among the people of the neighbor- 
hood. The next day the man came into the town 
of Columbus, the county scat, with a good many’ 
of the freedmen The circuit court was then in 
session, Judge Jehu A. Orr, a brother of James L, 
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Orr, of South CaroUni, presiding The town {li- 
pcrs published an account of the affair, stating 
that a Ku-Kiux outrage had been committed, or 
that the Ku-KJux had visited a negro at a certain 
place, and run off a school-teacher named Farmer, 
or something to that effect. The grand jury came 
into court that mommg to adjourn, having fin- 
ished their busmess, as they said. The judge, how- 
ever, called their attenaon to this article in the 
paper, and told them that the matter had also been 
brought to his attention by other parties, and that 
he could not suffer the grand jury to adjourn un- 
til they had made a thorough mvesaganon of that 
matter; that the affair had occurred almost within 
hea^g of the court, that he was determined to 
have the law executed if it could possibly be done, 
that they must return to their room, summon wit- 
nesses, and make a thorough invesoganon of the 
case. . 

Question. The school which had been kept by 
Mr Parmer was broken up? / 

Ansmn Yes, sir, broken up completely. There 
has been no school there smee That same night 
they went after a negro by the name of Perkins, I 
forget his first name There was an idea through 
the Country that he had been stealmg hogs— that 
he was in the habit of stealing They went after 
him, but they did not find him He ran off when 
he found that they were coming, and took to the 
woods 

After that there seemed to be gotten up a great 
deal of feeling id that part of the country, m fact 
all through the country, m regard to the pubhc 
schools There seemed to be a general concerted 
raid made by a large body of these disguised men 
or K.U Klu-x. They visited seven others of our 
school teachers and ordered them to stop teach- 
mg I beUeve I can state candidly that I nave no 
motive on earth to say anythmg on this subject 
calculated to injure the people there There are 
many of us in that country who are most intensely 
opposed to all such illegal methods of proceedmg, 
not only on account of them being m gross viola- 
tion of the law and the constitution, and, rending 
to the uptummg of society, but w e oppose them 
upon principles of political economy and for 
other reasons that can be Urged There could 
have been nothing in the management of those 
schools to mduce such action I can illustrate 
this remark by referring to the schools m detail 
I begin with the schools m the most northeasterly 
part of the countrv, immediately adjmnmg the 
Alabama line A school was taught there by a 
man named William B Kolb, an old citizen of the 
countrv, who had hied there ever since I can 
recollect. He was for a number of years a member 


of the board of pohet or the board of supervisors 
of the county As a man he had the confidence of 
everybody in the community He was one of the 
teachers who Were ordered to quit. 

Question Did he finally quit? 

Atts^es. Yes, sir. They wete all afraid, atid they 
did not dare to teach school after receivmg these 
warmngs After a time the board of school duec- 
tors met and passed a resolution that if any of the 
teachers desired to conanne their schools as pay 
schools they could do so and could have the uSe 
of the houses and the school-furmture. Some few 
of them resumed in that way, but every one of 
them ceased to carry on his school as a public 
school. In fact, we could offer them no induce- 
ment sufficient to make them continue They 
were afraid of their hves. That was what they 
said . 

Question Tliese things occurred last February? 

Ansmer Yes, sir, along in February or March 
There were five other schools broken up of pretty 
much the same character as these Only two of the 
schools were taught by northern mem These 
were men who had come down there some two ot 
three years before, and had conducted themselves 
with propriety The other schools were all taught 
by old ciDzens of the country 

Question Were any school-houses burned ifl 
that section of the country? 

Answer No, sir, none were burned. . 

Question Is there anything else you wish to 
state upon the subject of schools? 

Answer I would like to state that I have here 
a circular issued by the county superintendent, 
which I would like the committee to c.xamine, 
and 1 would be glad to have it appended to my 
testimony 1 wish also to state uiat the great 
idea W'hich seemed to prevail among those peo- 
ple m that section of the country was intense 
opposition to schools for the blacks, that Wat 
the great hobby, they said they were not m fa- 
vor of having people pay tax to educate the ne- 
groes. There are fit this drculat staostica which 
show conclusively that such talk was all false and 
utterly ndiculous, that the portion of the poll- 
tax of the county which under the constitution of 
the State went exclusively to the support of pub- 
bc schools, together with our pro rata proportion 
of the State fond, which Is dismbuted pro cipita, 
(there being a much larger number of blacks in 
our county than whites)— the income derived 
from these sources for the support of public 
schools would fully if not more than support 
them, so that they would not require for their 
support one dollar of direct tax upon the prop- 
erty of the county ‘ ‘ 
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Question. Had you laid any tav upon the prop- 
ert)' of tlie count)’^ 

Amwer. Tlicrc was a tax levied in accordance 
with the constitution and the laws. It was levied 
by die board of supcrs'isors to the amount of 
Sz 1,000 for that ponion of the county outside of 
the cit)' of Columbus, and $6, 000 w'ithin the citj’, 
which was a separate district. But a public meet- 
ing was lield m Columbus, and diere was a great 
deal of opposition CYpressed in regard to the tax 
and the public schools. The gist of tlie whole 
matter was opposition to free schools. A meeting 
was held and a committee appointed to wait on 
the board of supen-isors Some of the board w'ere 
timid and vacillating men; and upon improper 
representations tlie board repealed the entire 
school-tax, and ordered the sheriff to refund the 
porDon winch had already been collected, which 
w'as about one-half or two-thirds of the ta.\ 

Question. Do you mean the school-tax upon 
the propert)' of the county? 

Answer. Yes, sir. 

Question. So that you were running your 
schools under the general State fund — what is 
known as the Chickasaw' school-fund^ 

Answer. Only a portion of our county is within 
the Chickasaw' cession. Our poixion of that fund 
was but small, and it was pretty much squandered. 

Question. You were running your schools upon 
the general school-fund and the poll-tax’ 

Answer, Yes, sir. That general fund comes from 
the State, and should be distributed about the ist 
of June. To entitle us to our share of that fund, 
it was necessaty that the schools should have con- 
tinued four months. We intended to have the 
schools continued fi\c months, but w'e abandoned 
that idea after the repeal of this tax, when w'e were 
left w'ithout funds. In fact, die repeal of that tax 
was simply repudiation; it amounted to nothing 
else m the world. The teachers ha\ c not received 
a dollar of pay yet. 

Question. You ran your schools, then, so far as 
you did run them, from the general State school- 
fund? 

Answer. Yes, sir; from that and the poll-tax. 

Question Did the colored people generally pay 
that poll-ta.x? 

Answer. They are paying preny' well now. I 
have talked with a great many of them. I am 
satisfied that my acquaintance through the coun- 
try IS as extensive as that of any man in the county. 
I lived last year and for nvo or three years before 
on my plantation near Artesia, in the western part 
of the county — a very' populous black district. 
Tlie black people out there were perfeedy' willing 
to pay their poll-tax. It has been alleged as a 


ground of complaint, through the county and 
through the country' generally', that the blacks 
have not paid their raxes, and panicularly' that 
they' have not paid their poll-tax. But 1 am satisfied 
that where they' have faded to do so it has been 
more the fault of the sheriffs of the counties than 
their fault. Tlicrc were several of us this time 
xvho went to the sheriff and told him that he must 
make an honest effort to collect the poll-txx from 
the people, that they' w'ere wilhng to pay it, and 
that if he did not collect it faithfully', we intended 
to hold him responsible. 1 intended to make a 
motion against him and his securities at the next 
term of the court if he did not make an honest 
effort and exhaust every' means to collect tlus tax. 
The non-collection of this tax had been made a 
great cause of complaint, and w'c were determined 
that that ground of complaint should not exist, 
particularly' when the people w'crc willing to pay' 
the tax. The sheriff appomred men to go into the 
different parts of the county, and for some w'ceks 
they' have been collecting the tax readily' and 
largely. 

Question From the colored people’ 

Answer. Yes, sir. In some cases the employ'crs 
make arrangements to pay' the tax for them and 
take It out of the crop. There arc very few in- 
stances, so far as 1 have heard, w'hcrc they' are not 
entirely willing to pay. Sometimes they have not 
understood how it was assessed, &.c , but w hen- 
cver they have understood it, they have shown 
their willingness to pay it, and if they' did not have 
the means, they w'ould try' to make some shift to 
pay it by an arrangement w'lth their employ'crs 
or something of that kind. 

Question. Have there been any' whippings in 
y'our county in addition to w'hat you have already 
mentioned’ 

Answer. Those that I have spoken of particu- 
larly were whippings in the county of Lowndes, 
but tlierc is one other case w'hicli I omitted to 
mention. It occurred last fall, or rather last w'inter. 
There was a black man named Mason, w'ho w'as 
killed in the southeastern part of the county m 
December, 1870, by' a body of disguised men. He 
xvas shot in his house. 

Question. What was the assigned cause for that 
act’ 

Answer. None of us have been able to trace it 
to any' particular cause, unless it W'as that the 
negro was an influential man in Iiis neighborhood. 

I heard at the ume that it was probable he had 
had some little dispute with his employ'er, a y'oung 
man named Holbert, about a settlement for the 
crop; but Mr. Holbert did not take any notice of 
the affair during the day or for some day's after- 
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ward. He evidently did not attach snffiaent im- 
portance to it to do anything with the negro Two 
or three nights afterward these disguised men 
came and shot this negro They did not kill him, 
hot mortally wounded him, he died m the course 
of a day or two There was no investigation had 
in regard to the matter, not even an mquest was 
held on him 

Question Did you ever hear what offense was 
imputed to Malone, for which he was killed^ 

Asmoer There were vanous offenses. He was 
said to have been obnoxious, on account of his 
being a prominent man over there m that neigh- 
borhood 

Question. He was a colored man prominent 
among the colored people? 

Answer Ves, sir; he seemed to have been a very 
good man The white people up there, after he 
was killed, said he was a good man and good 
citizen, that nobody m that county found any 
fault with him. Some white men that knew him 
personally said so I don’t remember their names 
now 

Question Was he supposed to have been killed 
on account of his political mfluence and the way 
he exercised it? 

Asmoer He was supposed to have been killed 
for his threats to resist the visits of these klans 
that were ndmg around He had proposed to give 
them a warm recepoon if they came around the 
place there. It was said that he had talked with 
some of the colored men around there and pro- 
posed for them to arm themselves, and if they 
came around there to give them a fight. That was 
the general rumor among the colored people 
The white people that 1 heard talk about it said 
that they could not account for his bemg killed, 
that he was a good citizen, a good negro, and 
worked well, was indusmous and attended to his 
own business, and had charge of a squad of men 
wotkmg some man’s plantation. . , . 

[The foUowmg is the testimony of another wit- 
ness] 

Question They were notified that they must 
stop teachmg? 

Anrwer Yes, sir 

Question And the reason was that the people 
did not mean to submit to taianon for the sup- 
port of those schools? 

/InruieT No, sir, the great thmg was that they 
did not mtend to ha\e free schools The tax was 
brought up as an incidental matter, but the op- 
position was to public schools anyhow 

Questiort. Was not the tax collected entirely 
from the white people’ 


Answer That which had been collected came 
mostly from the white people. . , 

Question It would bnng the ennre tax upon 
the white pe^le of the county? 

Answer That might be so generally as to the 
tax upon property, but then everybody, mcludmg 
the blacks, pays a poll-tax of $t 

Question Has that ever been paid by the 
negroes? 

Answer It is bemg paid now by them, it has not 
been to any extent heretofore. This is the first year 
that the school system was ever put m operauon 

Question. But that poll-tax never had been col- 
lected? 

Answer Very little of it has been collected 
heretofore, but I think that was the fault of the 
sheriffs, not of the negroes. 

Question Those officers were generally radi- 
cals, were they not? 

Answer They were repubUcans, I do not say 
that thw were radicals, for some of them were 
pretty hberal m their views. . 

Question I understood you to testify that the 
teachers of these schools were mostly residents of 
your State? 

Answer Yes, sir, 1 am speaking now more par- 
ticularly of Lowndes County 

Question. And that they were by no means 
objectionable to the people at large, that the ob- 
jection was not on account of the character of the 
teachers? 

Answer No, sir, I am posinvc that it was not. 

Question There was no objection made as to 
the character of the teachers? 

Answer No. sir 

Question But there was objection to the 
amount of tax levied to be applied for this particu- 
lar purpose? 

Answer Yes, sir 

Question And that seems to have been the root 
of all this disturbance m your part of the country? 

Answer Well, sir, 1 thmk that the majonty of 
the people who went into these disturbances were 
opposed to free schools. 

Question They were opposed to contributing, 
impoverished as they had been by the war, for the 
education of the blacks, who have been so vaunt- 
ingly called the "wards of the Government of the 
Urated States?” 

Answer Yes, sir; that was the mam hobby m 
this opposition But the very object of this cir- 
cular was to show the people that that was not a 
tnie position, that it was a prejudice, that the facts 
Old not snstam it. . , . 

Question. How many negro voters are there in 
your county? 
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Answer. About four thousand fi\c hundred 
negro voters and one thousand five hundred or 
one thousand six hundred white voters. 

Question. ]f the poll-tax had been fully col- 
lected from the blacks, what would have been 
the amount? 

Answer. About $9,000. 

Question. And you think that the $9,000 which 
would have been obtained if every dollar of the 
poll-tax due from the negroes had been paid, 
would have sufiiced to educate those six thousand 
black children? 

Answer. No, sir; I do not say that, because their 
proponion of the State school fund would have 
amounted to fully as mucli as the poll-tax, if not 
more. 

Question. Is not tlic State school fund derived 
from taxation? 

Answer. No, sir, it is derived from licenses to 
retail whisky, from the safe of swamp lands, the 
sale of lands for ta.xes, the taxes paid by physicians 
and others — what is generally called the privilege 
tax. I think that the poll-tax paid by the colored 
people and their proportion of the State school 
fund would have supported the colored schools 
of the county. 

Question. How many schools were there in )'our 
county? 

Answer. Thirty-one white schools, and twenty- 
five colored. 

Question. What salaries did you pay the teach- 
ers in the colored schools? 

Answer. Two or three of the teachers, whose 
schools were very large, were paid $80 a month, 
but the salary was generally $40 or $50 a month; 
and in several of the colored schools only $15 
and $35 a month was paid. We got teachers of 
colored schools for one-half and even one-third 
of what we paid teachers of white schools. Be- 
sides, the houses used for the colored schools were 
very inexpensive; and we bought no school furni- 
ture for them; we took just such scats and desks 
as we could pick up, we fixed them up cheaply. 
We did not buy a dollar’s worth of furniture for 
the colored schools in our county. 

Question. Do you suppose that the number of 
colored schools you have stated would have been 
the extent of those schools — that they would not 
have been increased? 

Answer. We were compelled to have six more 
schools in order to draw our pro rata share of the 
school fund The constitution requires that so 
many schools shall be maintained in each sub- 
district of the county, in order to entitle it to its 
share of the school fund. 

Question. Tlien you were not entitled to draw 
upon the State school fund? 


Answer. We were not entitled to draw our 
share until we had completed our complement of 
schools, which has now been done. I think that 
this circular which I have here has demonstrated 
to a good many people that the poll-tax paid by 
the colored people, and their proportion of the 
“privilege tax” from the State, would have sup- 
ported the colored schools. . . . 

Question. You feel that your government in 
Mississippi is quite free from corruption^ 

Answer. Yes, I do. I think that the general char- 
acter of the legislation of our State has been as 
good, all circumstances considered, as that of any 
State in the Union. And we have a very good 
state of affairs there. There are a great many peo- 
ple through the country who are much opposed 
to northern men, or what arc usually termed 
“carpet-baggers;” but the feeling generally, 1 be- 
lieve, is better — 

Question. I have reference to the State govern- 
ment. 

Answer. The State government, I think, is in 
almost all respects unexceptionable. 

Question. You hear no particular complaint of 
the (udiclary of your State? 

Answer. No, sir. As I stated a while ago, our 
judiciary is exceedingly able. 

Question. And for tnese nvo reasons, if for no 
others, you feel there is no occasion, or justifica- 
tion, or palliation for these Ku-Klux outrages? 

Answer. None whatever; and 1 have never yet 
heard any charge, or pretended charge, alleged 
as a ground fpr outrages of any kind, that could 
not have been reached through the civil tribunals, 
except the Ku-Klux outrages themselves; and 
these, as 1 have stated, it is impossible to reach 
through the ordinary course of legal proceedings, 
because witnesses arc afraid to sxvcar to what they 
know. , . . 

Question. The pretext given for these outrages 
in some States is that the pardoning power has 
been exercised too freely. That is not the ease in 
Mississippi? 

Answer. Tliat is not the case in Mississippi. 
There have been fewer pardons under Gover- 
nor Alcorn’s administration than I remember to 
have been granted under any former administra- 
tion. 

Question The pretext given for these outrages 
in some other localities is that the judiciary is par- 
tial, corrupt, and incompetent, is that so in Missis- 
sippi^ 

Answer, No, sir; it is not 

Question. The pretext given in other localities 
is that there were burnings of barns and other 
buildings by the colored people Has there been 
anything of that sort in Mississippi? 



RECONSTRUCTION 


<553 


Answer. No, sir, nothing of the kind 

Question Another pretext which has been given 
IS that there have been rapes by colored men upon 
uhite women Have you heard anjnhmg of that 
sort m Mississippi? 

Answer. No, su: I did hear of one instance of 
that kind over m Alabama — a very aggravated 
case) but I never heard of anything of the kmd m 
Mis^ppi. 

Question Another pretext which has been given 
In some locahues is that the Umon Leagues have 
been operating in such a manner as was not ex- 
actly pleasant or proper. Have you had any Union 
Leagues in those counaes of Mississippi to which 
) 0 u have referred? 

Answer. 1 have never heard of the existence 
there of anything called a Umon League. We had 
the “Alcorn clubs” 

Question, I am now mquinng as to the Nanopal 
Umon League. 

Answer. There has never been anything done 
by any organization of that kind to exate hos- 
nlity 

Question. Another pretext which has been given 
In certam localities is that the colored men have 
been m the habit of mustering with arms in their 
hands. 

Answer There is nothing of that kind in Mlssis- 
^pL The militia there is )ust being enrolled 
There have been some mihtia organizaaons, both 
black and white, mustered m, but they have not 
nnv guns. The governor has but few arms, and 
he will not let them have them 

Question Another reason given for the organ- 
ization of the Ku-Iilux m some localities is that 
the militia laws were such that the governor had 
power to call out negro mditia and not to call out 
white men. 

Answer That is not so m Mississippi, because 
they ate all enrolled Two miliaa compames have 
been organized in the city of Gilumbus and mus- 
tered mto the service of the State, one company 
IS composed of white people, and the other of 
blacks 

Question So that none of these thmgs which 
hate been made the pretext elsewhere for Ku- 
Klox opemnons exist m Mississippi’ 

Answer No, sir, not one of them. 

Question The pretext given m Mississippi is 


that you have too many schools, and impose too 
much tax for their support? 

Answer Yes, sir, that is the pretense, but the 
real feelmg Is opposiuon to pubhc schools The 
fact is, the democrats want to get control of the 
State, that is just “the mdk m the cocoa-nut" I 
know that last fall, after the election in Alabama, 
It was a common saying all through our country, 
“We must carry Mississippi jnst like Alabama has 
been earned,” and all of us understood how Ala- 
bama was earned 

Question What was the onderstanding In re- 
gard to that? 

Answer The understandmg was of course that 
It was carried by the Ku-Klux Some of the coun- 
nes m which the republicans had the largest ma- 
jonties were carried by the democrats 

Question. You say that in Mississippi the eflfect 
of this organization is, as it has been testified to be 
in other States, to mtimidate the colored people 
and put them in a condition of alarm and terrorf 

Answer Yes, sir, 1 do say that such is the efifecc 
there 

Question And you boheve that the effect will 
be to deter the colored people from voting the 
republican ticket m elecDons? 

Answer. Yes, sir, I beheve that if about the time 
an eltcnon was coming on in Mississippi there 
were a few Ku-Klnx raids it would so terrify the 
colored people that yon could scarcely get one 
of them out to vote, 1 know this to be so, because 
I have seen it tned partially 

Questton Is jt likely that men would engage 
m such crimes, having in view a political object, 
without giving some pretext or other, outside of 
the polmcal bearing of their operations? 

Answer I suppose that of course they would 
not hold up to public view the pnme object, be- 
cause that would be at once recogmzed as a sub- 
version of the prmciples of our Government, and 
would not be tolerated, it would weaken them in 
their own countrv Hence they are compelled to 
assign some other pretext. 

Question The pretext assigned m Mississippi 
IS that there are too many public schools, and that 
too much tax is imposed? 

Answer Yes, sirt and that In many instances 
men commit crimes which cannot be reached by 
law, which I say is not the fact. 


TRAVELERS IN THE SOUTH 


As SOON AS the Civil War was over, both the 
cunous and those who sowghc to bind the 
wounds of war flocked to the South From 


the reports of returning travelers— none of 
them as famous as those who visited the South 
in the antebellum penod or indeed the United 
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States a generation later, but most of them con- 
scientious obscrt'crs — we get many interesting 
sidelights about life and labor in the war- 
ravaged and war-wear)' region. Sherman’s 
march had truly been devastating; the South’s 
failure to provide popular education had iso- 
lated the section from the rest of the world; 
capital for internal reconstruction was lack- 
ing, so the share-cropper system was making 
its appearance; the Federal government’s fis- 
cal policy was hindering rather than helping 
the revival of the South’s economic life. But by 
tlic middle of the seventies tliere were signs of 
renewed activity — based, it is true, on the vir- 
tually forced labor of the Negro. Cotton was 
coming back; and, in another decade, there was 
to emerge a period of industrial promotions by 
At'hich the South was to obtain railways, forges 
and mills, and factories. 

Sidnc)' Andrews had been a correspondent 
of the Boston Advertiser and the Chicago 
Tribune when he visited the Carolinas and 
Georgia at the end of 1 865. His dispatches were 
collected into a book and published as The 
South Since the War, as Shou'ii by 14 Weeks 
of Travel arid Observation in Georgia and the 
Carolinas (Boston, i860); the selections used 
here arc taken from that work. It was Andrews 
who pointed out the South’s cultural isolauon. 
Said he: 

“Stopping for two or three days in some back 
country, I was always seeming to have drifted 


away from the world which held Illinois and 
Massachusetts. The difficulty in keeping con- 
nection with our civilization did not so much 
he in the fact tliat the whole structure of daily 
life is unlike ours, nor in the other fact that I 
was forced to hear the Union and all loyal men 
reviled, as in die greater fact that the people are 
utterly without knowledge. There is evcty- 
wherc a lack of intellectual aedvity; while as 
for schools, books, newspapers, wh)', one may 
almost say there are none outside the cities and 
towns! 

“Had schools abounded six years ago, I 
doubt if the masses of the South could have 
been forced into the war.” 

Edward King, a native of Connecricut, 
toured the South c.\tcnsivcly during the 
whole of 1873 and the spring and summer of 
1874 Many of his reports appeared as ardcles 
in Scribner's Monthly and were published in 
a volume called The Great South: a Record of 
Journeys (Hartford, 1875). The selections 
used here are from that book. King gives us 
the first extended contemporary account of 
the establishment of the share-cropper system. 
And he reports — quite dispassionately — the 
failure of Reconstruction. But the South was 
emerging from its ashes and Georgia was re- 
building- here King’s account should be con- 
trasted with that of Andrews, who had been 
to the scene of Sherman’s march only a decade 
earlier. 


The South Since the War 

BY SIDNEY ANDREWS 


IV: Scenes in -hie Track of Sherman’s Army 

Columbia, September 12 , 1865. 
The war was a long time in reaching Soutli Caro- 
lina, but there was vengeance in its very breath 
when It did come, — wratli that blasted cvcrytliing 
it touched, and set Desolation on high as the 
genius of the State. “A brave people never before 
made such a mistake as we did,” said a little 
woman who sat near me in the cars while coming 
up from Charleston, “it mortifies me now, every 
day 1 live, to think how well the Yankees fought. 


Wc had no idea they could fight half so well.” In 
such humiliation as hers is half the lesson of the 
war for South Carolina. 

Columbia is in the heart of Destruction. Being 
outside of it, you can only get in through one of 
the roads built by Ruin. Being in it, you can only 
get out over one of the roads walled by Desola- 
tion. You go nonh thirt)'-two miles, and find 
the end of one railroad, southeast thirt)' miles, 
and find the end of another; south forty-five miles, 
and find the end of a third; southwest fifty 
miles, and meet a fourth, and northwest twenty- 
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nine miles, and find the end of soil another Sher- 
man came in here, the papers used to say, to break 
up the railroad system of the seaboard States of the 
Confederacy He did his work so thoroughly that 
half a dozen years will nothmg more than begm 
to repair the damage, even m this teprd 
The railway sccaon of the route from CStarles- 
ton hes mostly either m a pine barren or a pme 
swamp, though after passing BranchviUe wc came 
into a more open and rolhng country, with oc- 
casional signs of life Yet we could not antTzhere, 
after we left the immediate zicmiCy of the city, 
see much mdicauon of either work or existence. 
The trim and handsome railway staaons of the 
North, the httle towns strung like beads on an 
iron stnng, are thmgs unknown here In the whole 
seventy-seven miles there are but two towns that 
make any impression on the mind of a stranger, 
“Bummerville and George’s, — and even these are 
small and unimportant places Elsewhere we 
stopped, as It appeared, whenever the tram-men 
pleased,— the “station” sometunes existmg only in 
the consaousness of the engmecr and conductor 
Btanchville was, however, nonctable because 
of the place it once occupied m Northern anxiety 
There is where Sherman was to meet his fate 
Have we forgotten how the Richmond papers of 
early Febroary spoke? They were not at liberty 
to mention the preparaQons, etc , but they might 
say, etCn and the Yankee nation would have sore 
cause to remember Branchville, etc. Unfortu- 
nately, however, Sherman flanked Branchville, 
pist as he had other places of thrice its importance, 
and it missed the coveted renown It is nothmg 
but a railroad junction m a pme barren, with a 
long, tow station-house and cotton warehouse, 
and three or four miserable dwellings 
I found the railroad m better condioon than 1 
supposed that I should. The rails are very much 
worn, but the roadbed is m fair order for neatly 
the entire distance The freight-cars seemed m 
passably good repair; but the passenger-coaches 
were the most wretched I ever saw, — old, filthy, 
and rickety On our tram was one new feature, — 
a colored man and his wife, whose duty it was 
to wait on the passengers 
1 came up from Orangeburg, forty-five miles, 
by “stage,” to wit, an old spnng-covered market- 
wagon, drawn by three jaded horses and driven 
by Sam, freedman, late sla\ e, — of the race not able 
to take cate of themselves, yet carmg, week m 
and Meek out, for the horses and mtcrests of his 
emplojcr as faithfully and intelligently as any 
white man could There w ere six of'ns passengers, 
and ue paid ten dollars each passage-money We 
left Orangeburg at four, P. M , drove eight miles. 


supped by the roadside, drove all mght, lunched 
at snnnse by a muddy brook, and reached Colum- 
bia and breakfast at eleven, A.M-, thankful that 
we had not broken down at midmght, and had 
met only two or three mmor accidents. I am quite 
sure there are more pleasant ways of travelling 
than by “stage” m South Carobna at the present 
time. Thirty-two miles of the forty-five he m such 
heavy and deep sand that no team can travel 
faster than at a moderate walk For the other thir- 
teen miles the road is somethmg better, though 
even there it is the excepuon and not the rule to 
trot your mules The nver here was formerly 
anned by an elegant and expensive bndge, but 
e foolish Rebels burned it, and the ctossmg of 
the Congaree is now effected m a ferry, the style 
and management of which would disgrace any 
backwoods settlement of the West. 

The “Shermanizing process,” as an ex-Rebel 
colonel jocosely caned it, has been complete 
everywhere To simply say that the people hate 
that officer is to put a fact m very mild terms. 
Bntler is, m their cstunanon, an angel when com- 
pared to Sherman They charge the latter with the 
entire work and waste of the war so far as their 
State is concerned, — even claim that Columbia 
was burned by his express orders. They pro- 
nounce his mint “infernal,” “atroaoos,” “cow- 
ardly,” “devilish,” and would unquesoonably use 
stronger terms if they were to be had I have been 
told by dozens of men that he couldn’t walk up 
the mam street of Columbia m the daytime with- 
out bemg shot, and three different gentlemen, 
residmg m different parts of the State, declare that 
Wade Hampton expresses a purpose to shoot him 
at sight whenever and wherever he meets him. 
Whatever else the South Carohna mothers forget, 
they do not seem likely m this generation to for- 
get to teach their chddren to hate Sherman. 

Certam bent rails arc the first thing one sees 
to indicate the advent of his army They are at 
Branchville 1 looked at them with cunous mter- 
est. “It passes my comprehension to tell what 
became of our railroads,” said a traveUmg ac- 
quaintance, “one week we had passably good 
roads, on which we could reach almost any part 
of the State, and the next week they were all gone, 
—not simply broken up, but gone, some of the 
material was burned, I know, but miles and miles 
of iron have acmaliy disappeared, gone out of 
ex istence. Branchville, as 1 have Steady said, 
was flanked, and the army did not take it m the 
line of march, but some of the boys paid it a visit 
At Orangeburg there is ample proof that the 
army passed that way About one third of the 
lowm was burned I found much dispute as to 
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the origin of tlic fire, and wliilc certain fellows 
of the baicr sort loudly assert that ic was the work 
of the Yankee, others of the better class express 
the belief that it originated with a resident who 
was angry at the Confederate officers There- 
abouts one finds plenty of railroad iron so bent and 
twisted that it can never again be used. The genius 
which our soldiers displayed in destroying rail- 
roads seems remarkable. How effectually they did 
it, when they undertook the work in earnest, no^ 
pen can make plain. “We could do something m 
that line, we thought," said an ex-Confederate 
captain, “but we were ashamed of ourselves when 
we saw how your men could do it ” 

We rode over the road where the army 
marched Now and then xve found solitary chim- 
neys, but, on the whole, comparatively few houses 
were burned, and some of those were fired, it is 
believed, by persons from the Rebel army or from 
the neighboring locality. The fences did not es- 
cape so well, and most of the planters have had 
these to build during the summer. This was par- 
ucularly the case near Columbia. Scarcely a tench 
of that destroyed appears to have been rebuilt, 
and thousands of acres of land of much richness 
he open as a common. 

There is a great scarcity of stock of all kinds. 
What was loft by the Rebel conscription ofiicers 
was freely appropriated by Sherman’s army, and 
the people really find considerable difficulty not 
less in living than in travelling. Milk, formerly an 
article much in use, can only be had now in lim- 
ited i]uantitics: even at the hotels we have more 
meals without than with it. There are more mules 
than horses, apparently, and the ammals, whether 
mules or horses, are all in ill condition and give 
evidence of severe overwork. 

Columbia was doubtless once the gem of the 
State, It is as regularly^ laid out as a checker- 
board,— -the squares being of umform length and 
breadth and the streets of uniform width. What 
with its broad streets, beautiful shade-trees, hand- 
some lawns, extensive gardens, luxuriant shrub- 
bery', and wealth of flowers, I can easily' see that 
it must ha\e been a delightful place of residence. 
No South-Carolinian with whoni 1 have spoken 
hesitates an instant in declaring that it was the 
most beautiful city on the continent, and, as al- 
ready mentioned, they charge its destruction di- 
rectly to General Sherman, 

It is now a wilderness of ruins. Its heart is but 
a mass of blackened chimneys and crumbling 
walls. Two thirds of the buildings in the place 
were burned, including, without exception, every- 
thing in the business portion. Not a store, office, 
or shop escaped, and for a distance of three 


fourths of a mile on each of uiclvc streets there 
was not a building left. “They destroyed every- 
thing which the most infernal Yankee ingenuity 
could devise means to destroy,” said one gentle- 
man to me, “hands, hearts, fire, gunpouder, and 
behind everything the spirit of hell, were the 
agencies which they' used ’’ I asked him if he 
wasn’t stating the case rather strongly, and he 
replied that he would make it stronger if he could, 
The residence poraon generally escaped confla- 
gration, though houses were burned m all sections 
except the extreme northeastern 

Every public building was dcstroy'ed, except 
the new and unfinished state-house. This is situ- 
ated on the summit of tableland whereon the city 
IS built, and commands an extensive view of the 
surrounding country, and must have been the first 
building seen by the victorious and on-marching 
Union army'. From the summit of the ridge, on 
the opposite side of the river, a mile and a half 
away, a few shells were thrown at it, apparently 
by way of remmder, three or four of which struck 
It, without doing any parucular damage, With 
this exception, it was unharmed, though the work- 
shops, in which were stored many of the archi- 
traves, caps, sills, &.C., were burned,— the fire, of 
course, destroying or seriously damaging their 
contents The poverty of this people is so deep 
that there is no probability that it can be finished, 
according to the original design, during this gen- 
eration at least. 

The ruin here is neither half ro eloquent nor 
touching as that at Charleston. This is but the 
work of flame, and might have mostly bpen 
brought about in time of peace. Those ghostly and 
crumbling walls and those long-deserted and 
grass-grown streets show the prostration of a 
community, — such prostration as only war could 
bring. 

I find a commendable spirit of enterprise, 
though, of course, it is enterprise on a small scale, 
and the enterprise of stern necessity The w'ork 
of clearing away the ruins is going on, not rapidly 
or extensively', to be sure, but something is doing, 
and many small houses of the cheaper sort arc go- 
ing up Yet, at the best, this generation will not 
ever again see the beautiful city of a year ago. 
Old men and despondent men say it can never be 
rebuilt. “We shall have ro give it up to the 
Yankees, I reckon,” said one of uvo gentlemen 
conversing near me this morning, “Give it up'" 
said the other, “they’ve already moved in and 
taken possession without asking our lea\ e.” 1 guess 
the remark is true. I find some Northern men al- 
ready here, and I hear of more who are coming. 

Of course there is very iittle business doing 
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ytt The city w, as before said, m the heart of 
the devastated land I judge that twenty thousand 
dollars would buy the whole stock of dry goods, 
grocenes, clothing, &c. in store The small change 
of the place is made m shmplasters, prmted on 
most nusctable paper, and issued by the various 
business men, “redeemable in United States cur- 
rency when presented m sums of two dollars and 
upwards.” “Greenbacks" and national currency 
notes pass without question m the aty, but are 
looked upon with suspicion by the country peo- 
ple. “Having lost a grat deal by one sort of pa- 
^r, we propose to be careful now,” they say. 
Occasionally one sees a State bank-note, but they 
pass for only from tweny-flve to strty or strty- 
five cents on the dollar There is none of the Con- 
federate money In circulanon, though I judge, 
from what I hear, that considerable quanoties of 
It are hoarded up m the belief chat things will 
somehow uke such a turn as to one day give it 
value 

There is a certain air of easy diOTty observable 
among the people that I have not found elsewhere 
m the State, — not even in Charleston itself Some- 
thing of this IS probably due to the fact that the 
capital IS located here, but mote of it, probably, 
to the existence of Columbia College It was be- 
fore the war a very flourishing insntution, but has 
been closed durmg the last twee years. The old 
but roomy buddings are m part occupied by the 
rmlicary authonoes, partly by the professors and 
officers of the college, and are partly closed No 
indication is given as to the time of reopenrag 
the school It IS said by residents that the dty con- 
tained some of the finest private libraries m the 
South, but these, with one or two eicepuons, were 
burned 

The women who consider it essential to laiva- 
uon to snub or insult Union officers and soldiers 
at ever)' possible opportumty do not seem as nu- 
merous as they appeared to be in Charleston, and 
indeed marriages between soldiers and women of 
the middle class are not by any means the most 
uncommon things m the world, while I notice, m 
a quiet, unobservant manner, as even the dullest 
traveller may, that at least several very elegant 
ladies do not seem at all averse to the attennons 
of the gentlemen of shouldcrstraps Can these 
things be, and not overcome the latent fire of 
Utbclllon? 

In commg up from Charleston I learned a great 
many thmgs, by conversation with persons, and 
by Iistcnmg to conversation between people, and 
these ate some of the more important facts thus 
learned. 

Thus, one man insisted with much vehemence 
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that cotton IS king, and that a resolntion on the 
part of the South not to sell any for a year would 
bring the North upon its knees. 

Another man was very confident that the North 
depends entirely upon the cotton trade for a liv- 
ing, and that a failure to get at least one million 
bjes before spring will brmg a trernendous fi- 
nancial crash 

Another gravely asserted that a state of anarchy 
prevails in the entire North, that the returned 
soldiers are pinndenng and butchenng indiscrim- 
inately, and that there has recently been a most 
bloody not in Boston 

Another, and a man of much apparent mtelli- 
gence, informed me that the negroes have an or- 
ganized military force in all sections of the State, 
and are almost certam to nsc and massacre the 
whites about Christmas time 

Another had heard, and sincerely believed, that 
General Grant’s brother-in-law is an Indian, and 
IS on his staff, and that the President had issued an 
order permitting the (Senetal’s son to marry a 
mulatto girl whom he found in Virginia 

A woman, evidently from the country distncts, 
suted that there had been a rising of the negroes 
m Maryland, that a great many whites had been 
lolled, and that some considerable portion of Bal- 
timore and many of the plantations had been 
seized by the ne^ocs. 

And, finally, an elderly gentleman who repre- 
sented himself as a cotton factor, declared that 
there would be a terrible avil war in the North 
withm two years, that England would compel 
the repudiation of our National debt and the as- 
sumption of the Confederate debt for her guar- 
anty of protection. 

The people of the central part of the State are 
poor, wretchedly poor, for the war not only swept 
away their stock and the matenal resources of 
their plantations, but also all values, — all money, 
stocks, and bonds, — and generally left nothing 
that can be sold for money but cotton, and only 
a small proportion of the landholders have any 
of that Therefore there is for most of them noth- 
ing but tbe beginning anew of life, on the stnet- 
est personal economy and a small amount of 
money borrowed in the city. It would be a benefit 
of hundred of millions of dollars if the North 
could be made to practise half the economy which 
poverty forces upon this people 

They are full of ignorance and prejudices, but 
they want peace and quiet, and seem not badly 
dimosed toward the general government. Indi- 
viduals there are who rant and rave and feed on 
fire as in the old days, but another war is a thing 
beyond the possibilities of time. So far as any fear 
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of that is concerned we may treat tliis State as we 
please, — liold it as a conquered province or re- 
store it at once to full communion in tlic sister- 
hood of States The war spirit is gone, and no 
fur)' can jc-tnliven it. 

The spirit of oppression still c.\ists, however, 
and militar)' authorit)' cannot be w ithdraw'n tdl 
the relation between employer and employed is 
put upon a better basis. On the one hand, the 


negro in the countiy' districts must be made to 
understand, w hat he has already been taught m the 
cit\% that freedom docs not mean idleness. On the 
other hand, the late master should specially be 
made to understand that the spirit of slaver)' must 
go to the grave with the thing itself It w'lll not 
be an easy w'ork to teach cither class its chief les- 
son. We must have panence, — patience, and faith 
dm neither faints nor falters. 


The Great South 

BY EDWARD KING 


XX\^1II: THE “Supply" System in the Cotton 
Country . . . 

At Memphis I heard much concermng the mis- 
eries and revehaons of both capitalists and labor- 
ers m the cotton country'. It is easy to sec that the 
old planters are in trouble under the new order of 
things. They arc not wiUing to become farmers. 
“These people will never," said to me a gcndc- 
man familiar w'ith the whole cotton-planting in- 
terest, “grow their own supplies until they are 
compelled to.” They choose to depend upon the 
West for the coarse food supplied to negro labor- 
ers, and seem totally unconscious of the fact that 
they can never secure white immigrauon, so much 
desired, until they raise the status of the laboring 
man. White labor has proved a failure in a great 
many sections of the South, because the laborers 
w'ho come to make trial are not properly met. 
They arc offered strong inducements — can pur- 
chase good lands on almost unlimited credit, and 
arc kindly received — but they find all the condi- 
tions of labor so repulsive that they become dis- 
heartened, and give up the experiment. The negro 
along the Mississippi works better than ever be- 
fore since freedom came to him, because he is 
obliged to toil or starx'c, and because, being the 
main stay of the planters, they accord to him very 
favorable conditions. Self-interest is teaching the 
planters a good deal, and in the cotton-growuig 
regions of Northern Alabama and Mississippi, as 
well as generally throughout the older cotton 
States, a diversity' of crops will in ume force it- 
self upon them as a measure of protection. 

It is noticed that cotton culture is gradually 
moving from the Atlantic seaboard to newer and 
more productive lands Tlie States west of the 
Mississippi, and bordering on that stream, are re- 
ceiving immense colonies of negroes fleeing from 
the temporarily exhausted sections of Alabama, 
and the lands which they have left will soon come 


under the mfluence of fertilizers, and com and 
rice and w'heat will be raised. In consequence of 
the gradual change in the location of the plant- 
ing interest, buyers from the North m such mar- 
kets as Memphis hear from time to rime that less 
cotton is planted than heretofore, and arc led to 
figure on higher prices; but they find that new 
lands are constantly opened up, and that the yield 
on them is surprising. It is the belief of many acute 
obsen'ers living at imponant points along the 
Mississippi river that tne ultimate home of the 
black man is to be west of that stream, on the nch 
bottom lands where the white man has never been 
known to labor, and where it would be perilous 
to his healtli to settle. In the fall and winter of 
each year the migrauon to Arkansas and Louisi- 
ana is alarming to the white planters left behind. 
In Western Tennessee the exodus has not been 
severely felt as yet, but it will doubtless come. 
The rwo hundred thousand negroes m that rich 
and flourishuig region are reasonably content. 
They do not, m the various counties, enter so 
much into politics as they did immediately after 
the War. They show there, as, indeed, almost 
every'where m the Mississippi valley, a tendency 
to get into communities by themselves, and seem 
to have no desire to force their way into the com- 
pany of the white man. 

There must, and will be, a radical change in the 
conduct of the rising generation of planters. The 
younger men are, I thmk, convinced that it is a 
mistake to depend on Western and Northern 
markets for the articles of daily consumption, and 
for nearly evcry'thing xvhich goes to make life 
tolerable. But the elders, grounded by a lifetime 
of habit in the methods which served them xvell 
under a slave rSgwic, but which are ruinous now- 
a-days, will never change their course. They will 
continue to bewail the unfortunate fate to which 
they think themselves condemned — or will rest 
in the assurance that they can do ver)' xvclI in the 
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present chaotic condition of things, provided 
Providence does not allow their crops to fail 
They cannot be brought to sec that their only 
safeQ’ lies m malting cotton their surplus crop, 
that they must absolutely dig their sustenance, as 
well as theu riches, out of the ground 

Before the war, a planter who osvned a planta- 
tion of two thousand acres, and two hundred 
negroes upon it, would, when he came to make 
his January settlement with his merchant in town, 
invest whatever there was to his credit in more 
land and more negroes. Now the more land he 
buvs the worse he is off, because he finds it very 
hard to get it worked up to the old standard, and 
unless he does, he can lU afford to buy supplies 
from the outer world at the heavy pnees charged 
for them — or if he can do that, he can accomplish 
httlc else. As most of his capital was taken from 
him by the senes of events which hberated his 
slaves, he has been compelled, smee the war, to 
undertake his plantmg operations on borrowed 
capital, or, m other words, has relied on a mer- 
chant or middle-man to furnish food and clothing 
for his laborers, and all the means necessary to 
get his crop, baled and weighed, to the market, 
^e failure of his crop would, of course, cover 
him with Iiabihnes, but such has been his fatal 
persistence in this false system that he has been 
able to struggle through, as m Alabama, three 
successive crop failures. 

The merchant, somewhat reconciled to the 
anomalous condition of affairs by the large profits 
he can make on coarse goods brought long dis- 
tances, has himself pushed endurance and courage 
to an extreme point, and when he dare give credit 
no longer, hosts of planters are often placed in 
the most pamful and embarrassing positions. So 
they gather up the wrecks of theu: fortunes, pack 
their Lares and Penates in an emigrant wagon 
or car, and doggedly work thcit way to Texas. 

The appalling failure of crops in cercam sec- 
tions has not, however, lessened the cotton pro- 
duction of the repon supphed from Memphis In 
the aggregate it is greater than ever before, and 
1 was informed that its increase would be even 
more than it is if so many planters did not "over- 
crop" — that IS, plant more than they can culti- 
vate Those who plant a little land, and care for 
It thoroughly, usually make some money, even 
although they depend upon far-off markets for 
their sustenance, and are completely at the mercy 
of the merchants. It is believed that the crop fail- 
ures wall induct planters, m the sections which 
has c suffered, to niakc an effort to grow their own 
sUDphes, and until that effort has been success- 
ful, there can be no real prosperity among them 


Even when fortune smdes, and they make a good 
crop, but little is left after a settlement with the 
merchant Life is somewhat barren and unattrac- 
nve to the man who, after a labonous season spent 
in cultivating one staple, finds that, after all, he 
has only made a hvmg out of it. He has done noth- 
ing to make his snrroundmgs agreeable and com- 
fortable, his buddings are unsightly and nckety, 
and there are very few stores m his cellar, if m- 
deed he has any cellar at alL 
The region which finds its market and gets its 
supphes m Memphis, Vicksburg, and Natchez, 
IS probably as fair a sample of the cotton-produc- 
ing portion of the South as any other, and I found 
m It all the ills and all the advantages complamed 
of or claimed elsewhere Imagine a farming coun- 
tn' which depends absolutely for its food on the 
West and North-west, where every barrel of 
flour which the farmer buys, the bacon which he 
seems to prefer to the beef and mutton which 
he might raise on his own lands, the clothes on 
his back, the shoes on his feet, the very vegetables 
which the poorest laborer m the Northern agn- 
cultuxal regions grows m his door-yard — every- 
thing, in fact, — ^has been brought hundreds of 
miles by steamer or by rail, and has passed 
through the hands of the shipper, the earner, the 
wharmien, the reshipper (if the planter live in a 
remote section), and the local merchant' 

Imagme a people possessed of superior faahnes, 
who might hve, as the vulgar saying has it, on the 
fat of the land, who are yet so dependent that a 
worm craw’ling over a few cotton leaves, or the 
nse of one or two streams, may rednee them to 
misery and indebtedness from which it will take 
years to recover’ Men who consider themselves 
poorly paid and badly treated in Northern farm- 
ing and manufacturing regions live better and 
have more than do the overseers of huge planta- 
nons m this cotton country. If yon enter mto 
conversation with people who fare thus poorly, 
they will tell you that, if they raise vegetables, the 
“luggers” will steal them, that if times were not 
so hard, and seasons were not so disastrous, the 
supply sj’stem would work very well, that they 
cannot organize their labor so as to secure a basis 
on which to calculate safely, and will finally end 
by declaring that the South is ruined forever 
These arc the opinions of the elders mainly 
Younger men, who sec the necessity of change 
and new organization, beheve that they must m 
future culm ate other crops besides cotton, that 
they must do away with supply-merchants, and 
try at least to raise what is needed for sustenance. 
There are, of course, sections where the planter 
finds It cheapest to obtain his com and flour from 
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St. Ix)uis, but these arc small items. Tliere are a 
hundred things ^^hich he requires, and which are 
grown as well South as North Until the South 
has got capital enough together to localize man- 
ufactures, the same thing must be said of all man- 
ufactured articles, but why should a needless ev- 
penditure be cncour.agcd by the verj' people 
whom It injures and endangers’ 

There arc many plans of working large planta- 
tions now in \ogue, and sometimes the various 
systems arc all in operation on the same tract. The 
jilan of “shares" prevails estensively, the planter 
taking out the expenses of the crop, and, when it 
IS sold, dividing the net proceeds witli the negroes 
who have produced it. In some cases m the vicin- 
ity of Natchez, land is leased to the freedmen 
on condiuon that they shall pay so many bales of 
cotton for the use of so many acres, furnishing 
their own supplies. Other planters lease the land 
in the same way, and agree to furnish the sup- 
plies also. Still others depend enurely upon the 
wages system, but of course have to furnish sup- 
plies at the outset, deducting the cost from the 
wages paid hands after the crop js raised. Some- 
times the planrauon is leased to “squads,” as they 
arc called, and the “squad leader” negotiates the 
advances, giving “liens” on the squad’s share of 
the crop and on the mules and horses they may 
own This plan has worked very well and >s 
looked upon favorably. 

Under the slave regmw, the negroes working 
a large plantapon were all quartered at night in 
a kind of central group of huts, known as the 
“quarters;” but it has been found an excellent 
idea to divide up the hundred or five hundred 
laborers among a number of these little villages, 
each located on the section of the plantation 
which they have leased By this process, com- 
monly known as “segregation of quaners,” many 
desirable results have been accomplished, the 
negro has been encouraged to devote some atten- 
tion to his home, and been hindered from the 
vices engendered by excessive crowdmg On some 
plantations one may find a dozen squads, each 
working on a different plan, the planters, or land 
owners, hoping in this way to find out xvhich sys- 
tem will be most advantageous to themselves and 
most binding on the negro, 

Clairmont, a plantation of three thousand acres, 
of which one thousand are now cultivated, on 
the iziuisiana side of the Mississippi river, op- 
posite to Natchez, is cut up into lots of one hun- 
dred acres each, and on each division are ten la- 
borers xvho have leased the land m various ways. 
It xvas amusmg, by the xvay, to note the calcula- 
tion that one negro made when negotiating for 


one of these tracts. He was to be allowed one- 
half, but xvas xociferous for one-tenth. As ten 
IS more than two, lie supposed a tenth to be more 
than a half. On this Clairmont, in i860, the owner 
raised 1,000 bales of cotton and S,ooo bushels of 
corn, now he raises about 500 bales, and hardly 
any com 

Still, the conduct of the laborers is encourag- 
ing. The little vdlages springing up here and there 
on the broad acres have a tendency to localize 
the negroes, who have heretofore been ver)' much 
inclmed to rove about, and each man is allowed 
to have half an acre of ground for his garden. 
The supplies spoken of as furnished the negroes 
arc of the rudest description — pork, meal and mo- 
lasses — all brought hundreds, nay, thousands of 
pules, when ever)' one of the laborers could, with 
a little care, grow enough to feed himself and his 
family. 

But the negro throughout the cotton belt takes 
little thought for the morrow. He works lazily, 
although, m some places, pretty' steadily. In oth- 
ers he takes a day here and there out of the week 
in such a manner as to render him almost useless. 
The planter always feels that the negro is irre- 
sponsible and must be taken care of. If he settles 
on a small tract of land of his own, as so many 
thousand do now-a-days, he becomes almost a 
cumberer of the ground, caring for nothing save 
to get a living, and raising only a bale of cotton pr 
so whercxvith to get "supphes.” For the rest he 
can fish and hunt. He doesn’t care to become a 
scientific farmer Thrift has no charms for him, 
He has never been educated to care for himself; 
how should he suddenly leap forth, a nexv man, 
into the changed order of things? 

Nevertheless, some of the planters along the 
rix’er near Natchez said, “Give the negro his due. 
The merchant will ordinarily stand a better 
chance of collecting all his advance from fifty' 
small black planters than from fifty' whites of the 
same class, when the crop is successful,” Put if 
the negro’s crop fails, he feels very loth to pay 
up, although he may have the means. He seems 
to think the debt has become outlaxx'ed. Ip suc- 
cess he is generally certain to pay his “store ac- 
count,” which IS varied, and comprehends a his- 
toty’ of his progress during the year , . . 

Some of the elder planters are liberal in their 
ideas, and would welcome a complete change ip 
the labor system, but they do not beheve one 
possible. One of the best known and influential 
m the valley told me that he apd his neighbors 
in the magnificent Yazoo country, where the 
superb fertility of the soil gix'es encouragement 
ex'en to the rudest labors, had tried ex'ery ex^pedi- 
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cnt to bring new labof Into their section, but could 
not succeed His laborers were now practically 
bis tenants, but he had to supply them and to 
watch orer them, very much as he did before the 
war He was willing to admit that the negro was 
better adapted to the work than any white man 
who rmght come there, but thought the younger 
generation of negroes Was growing up idle and 
shiftless, fond of whiskey and carousing, and that 
the rice Was diminishing m fibre and strength. 
Those who had been slaves were industrious, and 
conducted themselves as well as they knew how; 
but the others, both men and women, seemed to 
thmk that liberty meant license, and acted accord- 
ingly. They wore wasteful, and there was but 
little chance of making them a frugal and fore- 
sighted farming people Whenever they could 
secure a little money the ground in front of their 
cabms Would be Strewn with sardme boxes and 
whiskey bottles. 

The planters in the lowlands of Arkansas, Mis- 
sissippi, and Louisiana have been particularly 
troubled to get and keep serviceable plantation 
labor, and are now impordng large numbers from 
Alabama In truth, the hundreds who flock in 
from the older cotton States were starving at 
home On a plantation in Concordu parish, in 
Louisiana, opposite Natchez, there ate many of 
these Alabama negroes One planter went into 
the Interior of that State, and engaged a hundred 
and twenty-five to follow him. They did not suc- 
ceed in leaving without meetmg with remon- 
strances from the colored politicians, but wete 
glad to flee from an empty cupboard. . 

In a trip of perhaps ten miles I passed through 
several once prosperous plantations, and made 
special inquiries as to thCiT present condition. 
Upon one where si* hundred bales of cotton were 
annually produced under slave culture, the aver- 
age annual yield is now but two hundred and fifty, 
on another the yearly average had fallen from one 
thousand to thtce hundred bales, and on two 
others uhich together gave the matket fifteen 
hundred bales every year, now barely six hun- 
dred arc raised, The planters in this section 
thought that cotton production had fallen off fully 
riio-thlrds The number of negroes at work on 
each of these plantations was generally much less 
than before the war Then a bale to the acre Was 
realized, now about one bale to three acres is the 
aicragc Much of this land is “leased” to the 
negro at the rate of a bale of cotton weighing 
four hundred and thirty pounds for each six acres 

The planters there raise a bttle com, but are 
mainly supplied from the West The mundation 
Was Upon them at the epoch of my visit, and they 
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were in momentary expectatiori of stemg all their 
year's hopes destroyed. The infamous robberies, 
also, to which they had been objected by the 
Legislature, and the overwhelming taxation, had 
left them bitterly discouraged One plantatloii 
which I Visited, having sixteen hundred acres of 
cleared land in it, and standing in one of the most 
fertile sections of the State, was originally valued 
at one hundred dollars per acre, now it could not 
be sold for ten dollars. In Madison parish recently 
a plantaDon of sex hundred improved acres, WhlCn 
origmally cost thirty thousand dollars, was offered 
to a neighboring planter for seven hundred dol- 
lars. 

The “wages” accorded the negro, when he 
works on the Wages system, amount to fifteen or 
sixteen dollars monthly. But few ever save arty 
money, and this remark will, I think, apply to the 
majonty of the negroes engaged m agriculture 
throughout the cotton region of the Mississippi 
valley Still there are praiseworthy exceptions to 
this general mle, Enormous prices are placed upon 
everything, because of the cost of transportation. 
The grangers have accomplished some good in 
the cotton States by buying for cash and selling 
for cash, the object being to keep supplies as near 
the wholesale price as possible, and have already 
become a formidable ofganization there, having 
scores of socaeues, small and large, in Alabama, 
Georgia, Tennessee, and Mississippi. 

While there Is no doubt that an active, mon- 
eyed, and earnest immigraoon would do much 
toward buildmg up the southern portion of the 
Mississippi valley, it is evident that so long as the 
negro remains m his present ignorance, and both 
he and the planter rely on other States for their 
sustenance, and on Providence never to send them 
tamy days, inundations, or caterpillars, the de- 
velopment of the section will be subject to too 
serious drawbacks to allow of any considerable 
progress All the expedients, the tenant systems, 
and years of acadental success will not take the 
place of thorough and diversified culture, and m- 
teUigent, contented labor resulting from fau- 
wages for fair work. Nothmg but the education 
of the negro up to the pomt of ambition, fore- 
sight, and a desire to acquire a competence law- 
fully and laboriously, will ever thoroughly de- 
velop the Lower AI&issippi valley As the negro 
IS certainly to inhabit it for many years at least, 
if not forever, how shall he learn the much-needed 
lesson’ 

On the other hand, the whites need to be con- 
verted to a sense of the dignity of labor, to learn 
to treat the laboring man svith proper considera- 
tion, to create m him an mtelligcnt ambition by 
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giving him education. Something besides an in- 
troduction to political liberties and rcsponsibih- 
tics IS needed to make the negro a moral and 
worthy citizen. He is struggling slowly and not 
verj’ surely out of a lax and barbarously immoral 
condition. Tlie weight of nearly two centuries of 
slavcrj’’ is upon his back. He needs more help and 
counsel. An old master will tell you that he can 
discover who of his employes has been a slave, 
“for the slave,” he says, “cannot look you in the 
eye without flinching.” . . . 

XXXVll. Atlanta . . . 

From the ashes of the great pcnitenual con- 
flagration in which the exigencies of war en- 
veloped Atlanta, from the ruins of the thousand 
dwellings, factories, workshops, and railroad 
establishments totally destroyed in the blaze of 
1864, has sprung up a new, vigorous, awkwardly 
alert cit\', very' similar in character to the mam- 
moth groupings of brick and stone in the North- 
xvest. There is but little that is distmctively South- 
ern in Atlanta, it is die antithesis of Savannah. 
There is nothing that reminds one of the North 
in the deliciously embowered chief city of Geor- 
gia, surounded with its romandc moss-hung 
oaks. Its rich lowlands, and its luxuriant gardens, 
where the magnolia, the bay, and the palmetto 
vie with one another in the e.xquisite mexphcable 
charm of their voluptuous beauty. Adanta has an 
unfinished air, its business and residence streets 
are scattered along a range of pretty hills, but it 
is eminently modem and unromanne. The West- 
ern and Adantic railway unites it with Chatta- 
nooga, running through a country which was 
scourged in bitterest fashion by the war, the 
Georgia railroad connects it widi Augusta; the 
Macon and Western with handsome and thriving 
Macon; the Atlanta and West Point road to the 
town of West Point, Alabama, gives a continuous 
line to Montgomery', and the new Piedmont Air 
Line, which has opened up the whole of North- 
ern Georgia, gives it new and speedy communica- 
tion with the North via Charlotte, m Nonh Caro- 
lina Great numbers of Northern people have 
flocked to Adanta to live since the tune when 
General Pope’s will was law, and xvhen the Bul- 
lock administration was just arismg out of the 
chaos of the constiturional convention The re- 
moval of the State capital from MiUedgeville to 
Atlanta also gave the renaissant city' a good start, 
and the wonderful manner in which it drew trade 
and capital to it from all sides made it the envy of 
Its sister Georgian cities. 

A brief review of the progress of polidcs in the 
State since Adanta became its capital will aid in 


arriving at an understanding of the present social 
and pohucal condmon of the commonwealth. 

When the reconstruction policy' of the General 
Government began, a large number of the ati- 
zens of Georgia declared for it, and among them 
was Mr Bullock, subsequendy' Governor of the 
State. In the political campaign which ensued, the 
opposite faction, which totally repudiated the re- 
construction acts, condescended to much pro- 
scriprion and denunciation, and numbers of Union 
men were driven from the State It was out of this 
campaign that the Ku-Klux conspiracy', as mani- 
fested m Georgia, is supposed to have grown. 
Prominent Republicans received lugubrious let- 
ters contaming pictures of coffins, and acts of vio- 
lence were not wanung. Nauve Georgians, who 
were leading Republican officials, were hunted 
down and assassinated. Republican meetings were 
dispersed, not without slaughter, and it was man- 
ifest from the outset that there was to be a decided 
upsetdng of the attempt to enforce the policy in- 
augurated by' the war But the Repubhean party 
was organized, and its Legislature, m which there 
were many negroes, went mto session 

The first trouble that occurred was due to a 
discussion of the question whether or not men 
who had held office previous to the war, and then 
had taken part m the rebellion, were eligible for 
the Legislature. The debate upon this matter was 
heated and angry, and the final decision was m 
favor of extreme liberality toward all who had 
fought on the Confederate side. Many of these 
were admitted to the State councils, and after a 
time, getting control of the middle-men, they 
had die Legislature in their hands. Their first act 
was to oust all the colored members — some thirty'- 
six — and to proceed on the basis that a white man’s 
government was the only one for Georgia. The 
expulsion of the negroes was corrected by' act of 
Congress; and in 1869 the colored element was 
readmitted to the Legislature. After this, Bullock, 
who was the first Governor chosen under the 
operarion of the reconstrucuon laws, had full 
sxvay' for about two y'ears. Some good laws were 
passed during that dme, but the railroad legisla- 
aon was the occasion of veritable disaster to die 
progress of reconstruction in Georgia. Bullock 
was m due time compelled to depart from the 
State, to save himself from imprisonment, and 
the Democradc party', completely triumphant, 
now and then announces its convictions through 
the medium of Robert Toombs, who has been its 
leader, and, in some measure, its exponent for 
many' years It is not long since this gendeman, in 
a speech made at Adanta in favor of a convention 
to revise the constitution, of the State, made use 
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of the foUowing language "Why, look at that 
nuserable thing you call a consatution' It corn- 
nuts you to all the lies of the refolntion against 
you It says your allegiance is first due to die Fed- 
eral Gov^ment before it is doe to your own 
State? Do you believe that? When you can 
wrench that from the consutunon, do it'" 
Under the administrauon of Governor Bullock, 
a system of mtemal improvement was maugu- 
rated, theoreucally granting State aid to naissant 
railroads in the propomon m which the com- 
panies building those roads aided themselves But 
bonds were over-issued, and were negotiated by 
prominent bankers in New York aty The Bruns- 
wick and Albany railroad was the prmcipal proj- 
ect About $6,000,000 worth of bonds were actu- 
ally issued during the two years, all of which 
went to the Brunswick and Albany railroad, with 
the exception of $600,000 granted to the Carters- 
ville and Van West road The party now m power 
has repudiated all the railroad bonds issued under 
Bullock’s rfgime The New York bankers have 
not suffered very much by this, but the repudia- 
tion will give the credit of the State a severe 
blow 

The State railroad, runmng from Atlanta north- 
ward to Chattanooga, had been leased under Bul- 
lock's adimnistranon. The Democrats, who now 
came mto power, charged that the Governor was 
guilty of gross official misconduct m leasmg the 
road, although it was done in obedience to an 
act of the Legislature, and they proceeded to 
prosecute every one who had been cormected 
with the management of it under the Bullock 
rifftne They based them charge against the Gov- 
ernor upon the theory that he was personally and 
ecumanly interested m the road, . This, 
owever, the Governor expressly demes, showing 
that the road, which, for the twenty years from 
Its building up to 1868, had been an expense to 
the State, and a fruitful source of pohncal cor- 
ruption, was made profitable under the lease sys- 
tem. The prosecutions by the Democratic party 
were characterized by a great deal of acerbity, 
and m one case the Supreme Court decided that 
much mjustice was mflicted upon a prosecuted 
patty. The Democratic Legislative Committee ap- 
pointed to mvesngate the official conduct of the 
late Goiemor was in session seven months, and 
confined its final report mainly to denunciations 
of the Governor's course . They took com- 
plete control of the Sure Government, gloned 
in the repudiation of the various bonds issued 
from 1869 to 1871, and maintained that the re- 
construction acts of Congress were “unconsatu- 
ooml, revolutionary, null, and void." 
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Certamly reconstruction is null and void m 
Georgia It has been a complete failure there. 
That there have been instances of glaring mjusace 
practiced on both sides no fair-minded man can 
for an instant doubt. The Repubhean administra- 
tion lasted scarcely three years, and the legitimate 
results of the war were not maintamed so long as 
that after 1868 Out of the 90,000 colored voters 
m the State, scarcely 30,000 vote to-day, free 
schools are almost unknown outside the large 
cities and towns, and there has not been a Repub- 
hean inspector of election since the Democrats 
assumed power To judge from the testimony of 
nanve Georgians who art Repubbeans, and who 
have never been suspected of any dishonesty or 
untruth, the negroes are very gro^y mtimidated, 
and the Ku-Klnx faction still oasts as a kind of 
mvisible empire This is naturally to be expected 
after the occurrences m Louisiana, South Caro- 
hna, and Alabama, it is the revulsion from tyran- 
mcal Ignorance and carpet-baggeiy, and may 
prove as baneful in its results as has its degraded 
and disreputable opposite. The Democrat of 
Georgia tmks with all the more emphasis of a 
white man's government in his commonwealth, 
because he feels that there is a black man’s gov- 
ernment in a neighbonng State, if he has ever had 
any exag^rated fears as to a too free assumption 
of civil rights by his ex-slave, those fears are ac- 
cented ten-fold smee he has seen the real injustice 
practiced by negroes where they have attamed 
supreme, unrestneted power 

But few traces of the war are now left m At- 
lanta. The residence streets have a smart, new air, 
many fine houses have been recently built, and 
their Northern architecture and tnm gardens af- 
ford a pleasant surpise after the tumble-down, nn- 
painted towns of which one sees so many m the 
South The banks, the theatres, the public business 
blocl^, the immense Kimball House, all have the 
same canny air — seem to be boasting of their tidy 
looks and prospenty to the countrymen who 
come mto town to market. I strolled mto the 
Capitol In the office of the State Treasurer I en- 
countered some gentlemen who seemed mclmed 
to beheve that the State would not suffer if all 
debts contracted under the Bullock rlgnne were 
repudiated. One said that he could not inform me 
how much the State debt, as construed by the re- 
constructiomsts, was, he reckoned no one knew, 
the scoundrels who had contracted the debt had 
run away, if they could lay hands on Bullock they 
would put him m the pemtenoary I found, every- 
where I went m the Capitol, a spint of extreme 
bitterness prcvailmg against the departed carpet- 



THE SECOND AMERICAN REVOLUTION 


664 

baggers; and all complained that the State affairs 
had been left in a wretched condition. 

The attempt to establish free common schools 
throughout Georgia has thus far resulted in fail- 
ure. Prior to the war there was but little effort 
made for the education of the masses. A small sum 
was appropriated as the “indigent school fund," 
but the majority of the poorer classes in the back- 
country remained in dense ignorance. In the pres- 
ent State School Commissioner’s office 1 was in- 
formed that there had been no common school 
open outside the large cities for some time. It w'as 
alleged that the school fund had been divened 
to unlawful purposes during the “previous admin- 
istrauon," and that the State had been much em- 
barrassed by a debt of $300,000, incurred m pre- 
maturely putnng schools mto operation There 
seems no doubt of a smeere desire on the part of 
the Georgia Consers'ativcs to maintain free 
schools; and it is, by the way, noteworthy that 
three of the Southern States that arc Conservauve 
in politics are leading all the others in education. 
Local taxation is principal bugbear. The 
farmer dislikes to be taxed for schools, he suU 
has various absurd prejudices, thinks the common 
school a pauper institution, and gets angry if there 
is any talk of compulsory educauon. The school 
population of the State is about 370,000, and the 
annual school revenue, denved from mtercst on 
bonds, from the poll ta.\, from taxes on shows, 
and from dividends on railroad stock, amounts 
to $280,000. This IS, of course, ridiculously small, 
and, now that Georgia has arrived once more at 
some depree of material prosperity, will, doubt- 
less, be increased, and amends will be made for 
the shameful negligence which allowed the whole 
school machmery to stop and rust for a year. A 


praiseworthy but fruitless effort has recently been 
made in the Legislature to follow in the steps of 
Tennessee, by favoring local taxation, a limit to 
the amount of which is to be fixed, to guard 
against the creation of excessive taxes by negro 
votes, and the Peabody fund is emploj'cd in aid- 
ing the prosclyters who preach the cause of com- 
mon school education in the back counties. The 
ilhteracy m Georgia previous to i860 was alarm- 
ing, the most moderate esumates showed that 
eighteen per cent, of the adult native white popu- 
lation could not e\en read, and, in i860, when tlie 
State had a scholastic population of 236454, only 
94,687 attended school. Prejudice is strong, but 
the free school will estabhsh itself in Georgia, as 
everj'where South, in due time. I think that the 
mass of Georgians respect an educated negro, but 
are determined to make him do the work of edu- 
cating himself. The negro needs a good general 
education, mainly because it Will strengthen his 
character, and make him more independent He is 
at present very easily mtimidated with regard to 
his voting, and readily falls into corrupt practices 
in election time, because he docs not consider the 
evil effects of such a course. 

The manufactures of Atlanta are not extensive, 
there are some large rolling-mills, and a good deal 
of iron is brought down from the country to the 
nonhward, and worked over there. Of course 
there is a large cotton movement through the 
town; and, in the late autumn, a journey along the 
railroad to Chattanooga discloses hundreds of 
teams toiling over the rough roads, brmgmg 
goodly stores of cotton bales to the stations. 
Journalism in Atlanta is vivaaous and enterpris- 
ing, and the Nctv Era and the Herald are news- 
papers of metropolitan dimensions. . . . 



THE UNITED STATES AND 
THE WORLD 


EUROeSAN INTERVENTION AND THE 
CIVIL WAR 


The American Civil War curmled Europe's 
supply of cotton Though that did not trouble 
English manufacturers until the war was half 
over, and though profits in blockade-ruimmg 
and the manufacture of small arms helped 
retncve the loss for England, the federal block- 
ade of Southern ports did interfere with Euro- 
pean commerce Economic pressure for inter- 
vention was reinforced by the desire to lessen 
the threat that a powerful democracy posed 
to a Europe which had not fotgonen the revo- 
lutionary movements of 1848, 

For Napoleon m, that mouve tvas paracu- 
iarly strong his throne had become increas- 
ingly shaky and it M'as doubtful whether it 
could survive the effects of many more win- 
ters like that of iSfit-da, when a short harvest 
accentuated the misery of widespread nnem- 
ployment m France The French Imperialist 
press clamored for mediation, accordingly, and 
the Confederate envoy, John Slidell (1793- 
1871) found his mission pleasanter than that of 
his colleague m England Shdell, who had been 
rescued from his Union captors as a result of 
British protest, reached France in the early 
part of 1862, there he helped budd the Con- 
federate fleet and negotiated a loan for his gov- 
ernment Ho finally gamed an audience wth 
Napoleon in July Slidell's reports of this m- 
temew and a later one illuminate the prob- 
lems forced upon the Umon’s diplomacy m the 
first black years of the Civil War. The reports 
were brought to the Amencan consul-general 
at Pans, John Bigelow ( 1817-191 1 ), a free-soil 
Democrat unter, and humanitarian. Bige- 
low’s European fnendships made him a par- 


ticularly effective counterespionage and prop- 
aganda agent for the Union He encouraged a 
favorable Continental press, maintained a pri- 
vate spy service, watched Confederate agents 
in France, and, accordmg to his version, pre- 
vented French intervention on the Confed- 
erates’ behalf 

In November, 1862, when Shdell and his 
charmmg wife were in particular favor with 
the Empress, Napoleon addressed England and 
Russia in identic notes suggesting jomt inter- 
vention for the purpose of wmmng a six 
months’ armistice in Ac Amencan war Dur- 
ing that armistice, the Umon would suspend 
Its blockade and the warring sections proceed 
to negotiations 

England repulsed Napoleon’s overtures, thus 
repainng, at French expense, some of the 
breaks In the fabnc of Anglo-Amencan rela- 
tions, and Napoleon decided against pushing 
the proposal on his own account. He continued 
to support the pro-Confederate party in 
Bntam, however, and the report of an audience 
with him makes up a large part of J A Roe- 
buck’s speech of June 30, 1863. In this speech, 
the member from Shefiield niges England to 
recogmze the Confederacy and so forestall 
France m the struggle for a new power's favor 
The war was not being fought to end slavery, 
but to preserve the Umon, a cause opposed to 
England’s national interest. Roebuck argued 
Maintenance of the unity of the United States 
would not improve the Negro’s position, smee 
the blacks were cordially hated in the North 
Failure to recognize the independence of the 
Confederacy was bnngmg misery to Lanca- 
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shire’s operatives with no compensating bene- 
fit to the nadon 

The government defeated Roebuck’s motion 
in the debate whicli followed. Gettysburg and 
Viclcsburg, together Avith shipments of cotton 
from recaptured New Orleans, made the 
Union cause appear a better risk Thereafter, 
no English pany^ made recognition of the Con- 
federacy a point in its policy and Napoleon’s 


pro-Confcdcrate atrirude was tempered by the 
necessities of his Mexican adt'cnturc. 

The Slidell reports are printed in John Bige- 
loAA'’s Retrospections of an Active Life (5 vols , 
New York, 1909) and are reprinted here by 
permission of Doubleday and Company, Inc. 
Roebuck’s speech is reprinted from Hansard's 
Parlianientary Debates, Series 3, v. clxxi, 3d voL 
of session (London, 1864). 


SlideWs First Audience with Napoleon 


Slideix to J. P. Benjamin 


Paris, 25th July, 1862. 


Sir: 

. . . On Thursday, the loth mst., Ave received 
the first intelligence of the battles of the 26 and 
27 of June and the “strategical movements’’ of 
hicOellan across the Chickahominy and toAvards 
James River. On the strength of these news and 
of your despatch No. 3 (Avhich Avith numbers i, 
2 and 4 had been delivered by Air. de Leon), I 
Avas about to call on Count dc Persigny, Avhen I 
received a message from that gentleman, who had 
recently returned after an absence of some weeks 
in England, saying that he desired to see me I of 
course lost no time in complying AVith his request. 
I communicated to him confidentially the sub- 
stance of my new instructions and he advised me 
to proceed to Vichy Avhere the Emperor Avould 
be on Saturday, but he thought Avould be much 
occupied for a day or two in receiving the author- 
ities, etc. The Count gave me a very Avarm letter 
to General FleurA', Avho is a great favorite of the 
Elmperor and constantly accompanies him, urging 
him to procure an audience for me. I Avent ac- 
cordingly to Vichy on Tuesday, arriving there in 
the evening. The next morning I sent a note to 
General Fleurj’ enclosing that of M. de Persigny 
soliciting his good offices to procure me “iwe 
andtence ofjlcteuse” Avith the Emperor. I very 
soon received a reply saying that the Emperor 
Avould recehe me at 2 o’clock. 

You Avill find herewith full details of my inter- 
view marked No. i. . . . 


No. i 

On Wednesday morning, 16th July, at 9 
o’clock, 1 enclosed to General Fleury, Aide de 
camp and Premier Ecuyer of the Emperor, a let- 
ter from Count de Persigny, and asked him to 
procure me the honor of an ofiicial audience Avith 


the Emperor. Before 12 o’clock I received from 
M. Fleury a note stating that the Emperor Avould 
receive me at 2 o’clock. The Emperor received 
me AVith great kindness and after saying that he 
was verj' happy to see me and regretted that cir- 
cumstances had prevented his sooner doing so, 
invited me to be seated. He commenced the con- 
A'ersation by referring to the news contained in 
the evening papers of the previous day of the de- 
feat of the Federal armies before Richmond, 
Avhich appeared to give him much satisfaction. He 
spoke of Lmcoln’s call for three hundred thou- 
sand additional troops as evidence of his convic- 
tion of the desperate character of the struggle m 
AA'hich he had been engaged and of the great losses 
Avhich the Federal forces had sustained That al- 
though it Avas unquestionably for the interest of 
France, that the United States should be a power- 
ful and united people to act as a “contrepoids” to 
the maritime power of England, yet his sj'mpa- 
thies had always been Avith the South, Avhose peo- 
ple are struggling for the principle of self- 
government, of Avhich he Avas a firm and consist- 
ent advocate, that he had from the first seen the 
true character of the contest and considered the 
re-establishment of the Umon impossible and fi- 
nal separation a mere question of time. That the 
difficulty Avas to find the Avay to give effect to 
his s}''mpathies, that he had always desired to 
preserv'e the most fnendly relations Avith England 
and that in so grave a matter he had not been 
AVilhng to act without her co-operation, that he 
had seA'eral times intimated his wish for action 
in our behalf, but had met Avith no favorable re- 
sponse, and that besides, England had a deeper 
interest in the question than France; that she 
Avished him “to draw the chestnuts from the fire 
for her benefit.’’ He asked me to give my amcavs 
of the state of affairs and of Avhat could be done 
to bring the Avar to a close. The conversation had 
thus far been in French Avith occasional remarks 
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from me, but as I bnew that the Emperor spoke 
Enghsh well and fluently and was said not to dis- 
like having an opportunity to converse in our 
language 1 said that if it would not be disagreeable 
to him, I would prefer speaking English, as I could 
better express myself m my own tongue. He as- 
lented and during the remamder of the interview 
the conversation was m English. He enquired the 
amotmt of our army. I estimated the number of 
men now under arms at about 350,000, although 
at certam previous periods, before we had aban- 
doned the unpossade idea of defendmg all the 
pomts of our immense coast and fronuer, the num- 
b« had probablj- been nearer 500/100, but smee 
we had adopted the policy of concentrating onr 
forces, 350,000 men were, I thought, as many as 
we could advantageously employ That our diffi- 
culty was not to find men, of them we had and al- 
ways would have more than enough, but that what 
we wanted were arms, powder and clothing I ex- 
plained the composition and character of onr 
army, that with us every man was a soldier, that 
very many of the dhte of our country were serv- 
mg m the ranks, spoke of the devoaon and en- 
thusiism of our women, that our men were badly 
clothed and fed, most of them with inferior arms 
and all insufficiently and irregularly paid, bat sub- 
mitted patiently to all the pnvaQoos That on the 
contrary' our enemies were admirably equipped 
and armed, as a general rule profusely fed, hav- 
ing many luxuries m abundance, such as tea and 
coffee of which our troops were entirely de- 
prived, but that the very large majority were mer- 
cenaries, who served for pay and food, not bemg 
able to find employment and wages. The Emperor 
expressed his great surprise at our troops not hav- 
ing coffee, which he said was considered essential 
to the health of the soldiers That probably one 
half of the privates were foreigners, prmcipally 
Germans and Irish, while our troops were almost 
exclusively bom on our sofl. That this difference 
made them much more than a match for their ene- 
mies when they met with equal numbers, but that 
this advantage was more than compensated by 
the greater moral value of those whom we lost, 
camnng moummg into every Southern family, 
while no interest was felt at the North for the 
mercenaries who were fighting their battles, so 
long as they could supply their places by new 
levies. . . 

This gave me an opportumty of saymg about 
Mexican affairs substantially that as the Lincoln 
Government was the ally and protector of his 
enemv Juarez, we could have no objection to 
make common cause with him against the com- 
mon enemy 


I asked him if he had seen Count dc Persigny 
smee his return from England, or if the Count 
(to whom I had confidennally communicated 
ffie substance of your despatch No 3) had wnt- 
ten to him about our affairs He said that he had 
neither seen nor heard from the Count. I then 
stated to the Emperor what I had been instructed 
to propose. It did not seem disagreeable He said, 
how am I to get the cotton? 1 replied, that of 
course depends on your Majesty, he will soon 
have a fleet m the neighborhood of our coast, 
strong enough to keep it clear of every Federal 
cruiser 

I gave hun m a few words a description of the 
Amencan marine, some second class steamers con- 
structed for war purposes and a large number of 
merchant vessels hastdv purchased and fitted up 
for the blockade and transport service I said that 
the Glotre, the Garonne or the Normandie could 
pass the fortifications of New York and Boston 
and hold those towns at their mercy, or could en- 
ter the Chesapeake, destroy all the vessels there 
and Fortress Monroe bv bombardment. 

He agreed with me m this I expressed my re- 
gret at having heard that some of his first class 
steamers were armed en fline and asked if this 
armament could not be completed at Mamnique 
and Guadeloupe, and suggested that if not, guns 
could be sent there for the purpose He appeared 
to be pleased with the suggestion 

He then spoke of recogniDon, saying that sim- 
ple recogmQon would be of no value, and as to 
mediation that would be refused by the North. I 
replied that as to mediation, I agreed with him, 
that if offered, it would be refused by the North 
but would be accepted by us, but that such refusal 
and acceptance would be of vast advantage to our 
cause and enlist the sympathies of the civilized 
world m our favor and afford sufficient reason for 
more potent intervention But we did not ask for 
mediation, all we asked for was recognition, that 
there was a large majonty in the Northern States 
m favor of peace and separation, but that a reign 
of terror e.xistcd which for the present stifled all 
expression of such opmions, that the Congressional 
elecDons were approachmg and that recogmuon 
would give the peace party courage to organize 
and perhaps place them m the majority. He said 
that he was pleased to see that there had been a 
great peace meeting m New York. I said that 
recognition would at once bring out many similar 
demonstrations I then said that although we did 
not place ourselves on that ground, the mterests 
of humamty might be urged as calling on Europe 
and especially on him who exercised so potent 
influence over the destmies of the world to put 
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an end to the strife, whicli was not only devas- 
tating the Soutli and exhausting the North but 
jiaralyrcd tite mdustr\ and commerce of Europe. 
He replied, wliat you say is true, hut tlic policy 
of intions IS controlled by their interests and not 
by their sentiments, and ought to be so. 1 replied, 
that I fully admitted his proposition, but tliat the 
interests to be coasultcd should not be those of 
tile liour, that England seemed to hate abdicated 
the great part which she had been accustomed to 
play in the affairs of the world, and adopted a 
tortuous, selfish and time serving policy, which 
had only served to make all nations cither her 
bitter enemies or at least fair weather friends. 
That we, at first, had been well disposed towards 
England, but that having for selfish ulterior pur- 
jioses, to relive for her advantage the old c\- 
jilodcd principles of n blockade, and to secure 
the inonopolv of cotton for her Indian colonies, 
given a false interpretation to the Treaty of Paris, 
we should never hereafter consider her our friend. 
The Emperor remarked, I have already told you 
what I thought of the blockade, and os to the 
culture of cotton in India supplanting yours, I 
consider the idea entirely chimerical. If you do 
not give It to us we can nut find it elsewhere I 
then said, your Majesty has now an opportunity 
of securing a faithful ally, bound to you not only 
by the ties of gratitude, but by those more reli- 
able of a common interest and congenial habits. 
He said, yes, you have many families of French 
descent in Louisiana who yet preserve their habits 
and language. 1 replied that he was right, and that 
I could give him an instance in my own family 
where French was habitually spoken. He asked 
me whether we anticipated no difficulty from our 
slaves. I replied that they had never been more 
quiet and more respectful and that no better evi- 
dence could be given of their being contented and 
happy. This was the only allusion made to slavery 
during the interview. 

7'lic Emperor asked me if I c.xpectcd that Eng- 
land would agree to co-operate with him in our 
recognition I replied that lie of course must have 
much better means of information than I, but that 
our friends in England were more hopeful than 
they e\cr had been before, and that our Commis- 
sioner at London, for the first time since liis ar- 
rival, wrote encouraginglv. That the motion of 
Mr Lindsay recommending recognition would 
be brought up on Friday, and that probably the 
debate would bring out Lord Palmerston with a 
declaration of his purposes. He asked how Cobden 
was disposed. 1 said that he was unfriendly to us, 
but not so much so as Bright. Tliat it was con- 
ceded on all hands that an immense majority of 


the House of (Commons was in our favor, but that 
Lord Derby was not prepared to rake office, and 
norhuig would be done that would cause Lord 
Palmerston to resign 

M'hile I was advocating recognition, the Em- 
peror, with a very significant smile, said, it is \ety 
singular that wlule you ask absolute recognition, 
Mr. Dayton is calling upon me to retract my qual- 
ified recognition of you as belligerents. I replied, 
that sucli a demand w’as but another evidence 
of the insolence of the Washington Got em- 
inent 

Tlie Emperor asked me, if France and England 
intervene, on wdiat tcrnis can a peace be made? 
The question of boundaries is a most difficult one, 
what will you do with the border States’ You will 
not be willing to accept wdiat the North, even if 
she submits to separanon, will accord. I replied 
that the question appeared indeed to be difficult 
but it seemed to be susceptible of an easy solu- 
tion and one which we would wullingly receive. 
In all the States where the people had in full con- 
ventions voted for separauon, there could be no 
difficulty, that in Kentucky, Missouri and Mary- 
land, tlic question whether they w'ould join our 
confederacy, form a separate one for themselves 
or remain with the United States should be sub- 
mitted to the popular vote and that I had no fear 
of the result, that such had been the Emperor's 
policy in Italy and the whole world approved of 
It. That the Chesapeake, Potomac and Ohio wxre 
natural and indispensable boundaries which could 
not be relinquished. He regretted lie liad no map 
at Vichy that we might trace the line. 

1 should have mentioned that when speaking of 
the cotton subsidy, I told the Emperor that the 
proposition w’as made exclusively to France, my 
colleague at London not being aw'are of my au- 
thority to make it. , , , 

I said to the Emperor that in deciding upon the 
course he was to pursue, he might assume two 
fixed points of departure. First, that reconstruc- 
tion on any terms was impossible. Second, that 
without European intervention m some forni or 
other, peace was impossible with'm any reasonable 
period, that a peace muse be preceded by an armi- 
stice, with our ports open to the commerce of the 
world. 

I omitted to mention that m speaking of Mexi- 
can affairs, 1 said that Air. Lincoln had sent to the 
Senate the treaty negotiated by Mr. Corwin, that 
this was in fact a subsidy of eleven millions of 
dollars to enable Juarc? to carry on the war 
against France; he replied, but the Senate will not 
ratify it; of this, 1 said, I had no means to form an 
opinion, but at any rate it was clear that the Presi- 
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deat approved of its principle and the Executive 
■nmially controlled the Foreign relations 1 said 
that I had heard from what seemed to be good 
authority, although I did not pretend to vouch 
for the truth of the Report, that Schufeldt, US. 
Consul General at Havana, had gone to Mexico 
and placed at the disposition of Juarez two mil- 
lions of dollars, bemg the Cash installment stipu- 
lated by the Treaty, and if this were so, the 
Mexican army Was now waging war against 
France with means furnished by the Federal treas- 
ur)' I also alluded to the presence of the Otldans 
Princes in the Federal armies as evidence at least 
that Lincoln was not pamcularly desirous to avoid 
giving )ust cause Of offense to France, and men- 
tioned that the son of the Pnnee de Jomvdle was 
now serving as a midshipman on board of a Fed- 
eral man-of-war, a fact of which ho had been 
previously ignotartt. 

1 suggested that without violating neutrality we 
might be allowed to commumcare with our gov- 
ernment by French ships of war visicmg our ports) 
that such communicauon was called for even by 
French interests, that it was important that South- 
ern newspapers should be freely received to neu- 
tralizo the false statements of the Northern Press 
The Emperor replied that such a request seemed 
reasonable and that he would consider it. 

Finding that the Interview had bean sufBciently 
prolonged, 1 rose to take leave, saying that 1 had 
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alteadv too much abused his indulgence, that I 
had perhaps omitted to present some atmments 
which if not new to him, were from a different 
point of view, but that I had prepared a formal 
demand of recogmtion m which they were em- 
bodied, and that I mtended to present them to 
M. Thouvenel, as soon as he should return from 
England, where he then Was, and I would feel 
much obhgcd, if he saw any reason to obje« to 
the course I proposed, that he would mtimate hla 
Wish. He said that he saw no objection to tny 
presenting my demand, he of coitrse said nothing 
to coiiiproniit bnnself as to the ansauer that •would 
be given. At parting he said that he hoped in fu- 
ture there would be less difficulty in my seeing 
him than had heretofore existed. 

On the whole my interview was most satis- 
factory I had been led to expect from what I had 
heard of his habitual manner that he would be 
extremely reserved, confinmg himself to asking 
quesnods, or intimating on what pomts he wished 
flic to speak, with occasional bnei observations on 
his part) on the contrary' he was frank, unre- 
served, I nught perhaps say cordial, placing me 
entirely at my ease by the freedom with which he 
spoke himself Although he said nothing to com^‘ 
nut bmiself as to bis future course 1 left him with 
the decided impression that if England long per- 
severed in obstinate macBon he would take the 
responsibiUty of moving by himself . . . 


SbdeWs Second Audience with Napoleon 


Sudhu. to J. P Bcnjamin 

XlEMOBANDUai OF AN INTERVIEW WOTH THE EM- 
PEROR AT THE TUILERIES, THORSOAY, 
iSTH JUNE, 1863 

Ox Wednesday I received from the Duke de 
Bassano, First Chamberlain, a note mfottnlng me 
that the Emperor would receive me at the Tui- 
lencs on the followmg day at ten o’clock The 
EmMtor received me with great cordiality He 
said that he had read the memorandum presented 
to him by the Count de Persigny (copy of which 
accompanied my despatch No. 3^), that he was 
more fully convinced than ever of the propriety 
of the general recognition by European powers 
of the Confederate States, but that the commerce 
of France and the success of the Mexican expedi- 
tion would be jeopardized by a rupture with the 
United States, that no other power than Eimland 
possessed a sufficient Navv to give him efndent 
aid In a war on the ocean, an event which mdeed 
could not be anticipated, if England would co- 
operate with him in recognition 


I rephed that 1 was well Satisfied that recogni- 
tion by France and any other continental powers, 
or even by France alone. Would not lead to a war 
with the Umted Sutes, as they already found 
ample occupauon for all their energies at home; 
that he could count on the cooperation of Spam, 
Austria, Prussia, Belgium, Holland, Sweden and 
Denmark He remarked that none of those powers 
possessed a Navy of any consequence. I suggested 
that Spam had a Very respectable Navy and was 
daily increasmg it. I adverted to the instructions 
in your despatch No 16, of the qth May, and said 
that I was authorized to give the adhesion of my 
government to the tripartite treaty for the guar- 
antee of Cuba to Spam; that I thought it was prob- 
able that such an adhesion might mducc Spam, if 
assured in advance of the concurrence of France, 
to take the initianve of our recognition. Would 
the Emperor be wdlmg to give such an assurance’ 
He said that he would 1 asked, will the Emperor 
authorize me to say so to the Spanish Ambassador, 
M. Isturitz, to whom I had already commumcated 
the substance of my instructions He rephed that 



THE SECOND AMERICAN RE\^0LUT10N 


670 

he ^\as UiUing that I should do so I then spoke 
to the Emperor of a letter from Mr. Roebuck, of 
which 1 asked his permission to read some ck- 
tracts. He assented 1 asked him if I might be per- 
mitted to deny on his authont)’ the correctness of 
tlic rumor of which Mr. Seymour Fitzgerald had 
spoken to Mr. Roebuck. He said that I might give 
It an unqualified denial. 

I then mquircd if it would be agreeable to him 
to see Messrs. Roebuck and Lindsay, and if I might 
so inform them He said that he would be pleased 
to converse with them on the subject of Mr. Roe- 
buck’s motion, and that 1 might write to that 
effect. He, however, after a little reflection added: 
“I think that 1 can do something bener. make a 
direct proposition to England for joint recogni- 
tion. This will effectually prevent Lord Palmer- 
ston from misrepresentmg my position and wishes 
on the American question.” He said, "f shall bring 
the quesuon before the Cabinet Meeting to-day, 
and iJF it should be decided not to make the propo- 
sition now, I will let you know in a day or two 
through M. Moequard what to say to Air. Roe- 
buck.” 

1 then said, “It may perhaps be an indiscredon 
to ask whether your Majesty prefers to see the 
Whigs or Tories in power in England,” and he 
said, “I rather prefer the Whigs ” 1 remarked that 
Lord Malmesbury would under a conservative 
administradon probably be the Secretary for For- 
eign Affairs, and that I had always understood 
that intimate relations existed between the Em- 
peror and him. He said, “That is true; personally 
we arc excellent friends, but personal rclaaons 
have very htdc influence in great affairs where 
part)' interests arc involved ” He playfully re- 
marked, “The Tories are very good friends of 
mine when in a minority, but their tone changes 
xery much when they get into power ” 

He then spoke of the different spirit in xvhich 
the news of the fall of Puebla had been received 


North and South' that the Northern papers 
showed their disappointment and hostiht)', while 
Richmond had been illuminated on the occasion. 
This is reported by the newspapers. I, of course, 
did not e.xprcss any doubt of the fact, although I 
considered it somewhat apocrx'phal. I said that 
there could be no doubt of the bitterness of the 
Northern people at the success of liis arms in 
Mexico, while all our sympathies were w’lth 
France, and urged the importance of securing the 
lasting gratitude and attachment of a people al- 
ready so xvcll disposed, that there could be no 
doubt that our Confederacy was to be the strong- 
est pow'er of the American Continent, and that 
our alliance was w'orth cultivating. He said that 
he was quite convinced of the fact and spoke with 
great admiration of the bravery of our troops, the 
skiU of our generals and the devotion of our 
people. He expressed his great regret at the 
death of Stonew'all Jackson, whom he considered 
as one of the most remarkable men of the 
age. 

1 expressed my thanks to him for his sancuon 
of the contract made for the building of four 
ships of w'ar at Bordeaux and Nantes. I then in- 
formed him that we were prepared to build sev- 
eral ironclad ships of war and that I only required 
his verbal assurance that they should be allowed 
to proceed to sea under the Confederate flag to 
enter into contracts for that purpose. He said 
that we might build the ships, but it would be 
necessary that their desunation should be con- 
cealed i replied that the permission to build, 
couip and proceed to sea xvould be no violation 
of neutrality, and invoked the precedent of a ship 
built for the Chilian government under the cir- 
cumstances mentioned in my despatch No. 32, of 
20th April. The Emperor remarked that there was 
a distinction to be drawn between that case and 
xvhat I desired to do. Chib was a government 
recognized by France. 


Roebuck’s Audience ’with Napoleon 


. . . But run South never will come into the Un- 
ion, and — what is more — I hope it never ma)'. I will 
tell you why 1 say so America, while she was one, 
ran a race of prosperity unparalleled in the world 
Eighty years made the Republic such a Power, 
that if she had continued as she was a few years 
longer, she would have been die great bully of 
the world. M'hy, Sir, she 

“ bestrode the narrow world. 

Like a Colossus, and we pett)’ men 
Walked under her huge legs, and peeped about 
To find ourselves dishonourable graves.” 


As far as my influence goes, I am determined to 
do all I can to prevent the re-construction of the 
Union, and 1 hope that the balance of Pow’cr on 
the American contment w'lll, in future, prevent 
any one State from tyrannizmg over the world 
as the Republic did. Could anything be more in- 
sulting than her conduct towards us? Yet we wdio 
turned upon Greece — we who bullied Brazil — we 
craw’led upon our bellies to the United States. 
They could not treat us contemptuously enough 
to raise our ire; but at last, when the scccession 
took place, we plucked up courage, and resented 
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the outrage upon the Trent I say, then, that the 
Southern States have vindicated their right to 
recognition They hold out to us advanagM such 
as tlw world has never seen before I hold, besides, 
diat It would be of the greatest importance that 
the re-construction of the Union should not take 
place. Then comes the quesoon— has the time 
arrived for recogmnon? 1 want hon Gentlemen 
to tell me why the tune has not armed At the 
present moment, a large portion of our population 
are suffermg m consequence of the cotton fanune 
That IS one reason why the ame has come for the 
recognition of the South Next, 1 say the tune has 
come, because the Southern States have vindicated 
theu nght to be recognised Moreover, they offer 
to us a boon such as the world has never known, 
but they are being dnven to be a manufacturing 
people. They are making then own guns, and if 
you keep them much longer m them present con- 
inon, they will produce their own cotton and 
woollen goods Thus mtercsts will grow up which 
they will be obhged to protect, and we shall have 
the protective system mtroduced mto the South- 
ern States of America. That is a matter deservmg 
of attentioor-i matter which any statesman, if I 
could sec one, would take mto hu consideration. 
Such IS the state of things at the present moment. 
The South offers to us perfect free trade, but if 
we allow this contest to go on — if we cower, as 
we have done hitherto, before the North, the 
Southerners will soon become a manufacturing 
population, and the boon will be withdrawn from 
ns. But, if they ought to be recognised, and if the 
tune has come, is the mode I propose a right one? 
The mode I propose is, that this House should 
pray the Queen to enter mto commumcanon with 
the great Powers of Europe with a view to the 
recognition of the South Now, the great Powers 
of Europe really mean France No other Power, 
with the exception of Russia, has a fleet that we 
need think about; and we know that Russia is not 
at present m a position to do anything France 
IS the only Power we have to consider, and France 
and England acknowledging the ^uth, there 
w ould be an end of the war Here 1 am obliged to 
enter mto a sort of personal history I hope the 
House will excuse me for domg so What I am 
going to say is, that 1 know certain thmgs about 
the state of the mind of the great French ruler 
which I am authorized, that is, I am permitted 
to lai before this House 1 was met in the lobby 
outside some dap smee by an hon. and learned 
Fncnd of mine, who said to me, “You propose 
that the House should address the Queen, to ask 
her to enter into a negotiation with the great 
Pon cn of Europe Now, 1 have heard to-day, on 


very good authonty, that the mind of the French 
ruler has changed, and if Lord Palmerston can 
come down to the House and say so, what be- 
comes of your Monon for the recognition of the 
South?” I acknowledged to my hon and learned 
Fnend the force of his statement, though, like 
the Scotchman about the fish, I doubted me fact, 
therefore I wrote to my hon Fnend the Member 
for Sunderland, knowmg that he had obtained 
authonty to wnte to the French Emperor when- 
ever he wanted to see him, and I said to him m 
effect, “Suppose, for the purpose of ascertaimng 
whether this rumour be true, we go across and 
ask at once for an audience” For, Sir, 1 know 
the Treasury bench right well I know they are 
wonderfully expert at circnlating rumours, m- 
deed, when they have an ob|ect in view, there is 
hardly any rumour they will not circulate. My 
letter to the hon Member for Sunderland got to 
Pans, and subsequently we had the audience asked 
for I am now going to make a statement which 
the Under Secretary for Foreign Affairs may 
thmk somewhat surpnsmg, but it is true for all 
that. The Emperor of the French said, and he 
gave me authonty to repeat it here, “As soon as 
I learnt that that rumour was curculating m Eng- 
land, I gave instrocnons to my Ambassador to 
deny the truth of it. Nay more, 1 instmcled him 
to say that my feelmg was not, indeed, exactly 
the same as it was, because it was stronger than 
ever in favour of recognising the South. 1 told 
him also to lay before the British Government my 
understanding and my wishes on this question, 
and to ask them agam whether they would be 
wilhng to join me in that recogmnon ” Now, Sir, 
there is no mistake about this matter I pledge my 
veracity that the Emperor of the French told me 
that. He told me that insmicnons had been sent 
to Baron Gros And to tell me that the British 
Government docs not know that that has occoircd 
must mean some evasion, some diplomatic evasion. 
It cannot be the truth And if there be contradic- 
tion between the witnesses, I pledge my veracity 
for what I state. I do not bcheve the world will 
doubt my word, and I pledge my word that that 
is the truth as far as I am concerned. And — ^what is 
more — I laid before His Majesty two courses of 
conduct I said, “Your Majesty may make a formal 
appheanon to England " He stopped me and said, 
"No, 1 can't do that, and 1 will tell you why Some 
months ago 1 did make a formal apphcation to 
England England sent my despatch to Amenca 
That despatch getting into Mr Seward’s hands, 
w as shown to my Ambassador at Washington It 
came back to me, and I felt that I was tll-treatcd 






672 


THE SECOND AMERICAN RE\^OLUTION 


by sucii conduct. I won’t,” he added — “I can’t 
subject myself again to the danger of similar 
treatment. But I will do every thing shon of it. 
I give you full libcrtv’ to state to the English 
House of Commons this my wish, and to say to 
them that I have determined in all things” — and I 
will quote his words — “1 have determined m all 
things to act with England; and more particularly 
I have determined to act with her as regards 
America.” Well, Sir, with this before us, can the 


Government be ignorant of this fact’ 1 do not be- 
lieve It. With this before them, arc they not pre- 
pared to act in concert with France’ Arc they 
afraid of \v ar’ War with whom? With the Nonh- 
ern States of America? "Whv, in ten days. Sir, we 
should sweep from the sea their every ship. ["Oh, 
oh"’] Yes, there arc people so imbued with North- 
ern leehng as to be indignant at that assertion. But 
the truth is known. Why, the Warrior would 
destroy their whole fleet. . . . 


NAPOLEON AND MEXICO 


In 1862, Jamks Monroe’s fears turned into 
fact' a military expedition representing France, 
Spain, and England landed at Vera Cruz and, 
as a result, a “Eutopean system” was estab- 
lished in this hemisphere. 

Behind that action lay years of discord in 
Mexico, where reactionary elements had hoped 
to retrieve the humiliation of defeat in the war 
with the United States by securing European 
support for a Mexican monarchy. By 1858, the 
reactionaries held power at Mexico City and 
civil conflict raged through the country. The 
United States recognized the government of 
President Juarez the following j’ear and our 
minister negotiated a treaty giving Mexico a 
loan of $4,000,000 in return for right of way 
across the Isthmus of Tehuantepec and a gen- 
eral police power over the country. Though 
tlic United States Senate refused to ratify it, 
the treaty provoked considerable uneasiness in 
Europe, especially among those French inves- 
tors who had become increasingly involved in 
defaulted Mexican bonds. 

Juarez then proceeded to repudiate a good 
part of the Mexican debt on grounds of fraud. 
In reprisal, the Powers agreed on joint inter- 
vention to protect the interests of their na- 
tionals. When England, France, and Spam in- 
vited the United States to become a part)'^ to 
the London Convention of 1861, the invitation 
was declined. Interv'ention proceeded, none 
the less, but the Pow'crs quarreled soon after 
their first military success and Spain and Britain 
withdrew in April, 1862. 

Tliercaftcr, intervention in Mexico was a 


Napoleonic adventure. Attempts to reach an 
agreement with Juarez were thwarted by the 
summoning of a reactionary Assembly of No- 
tables, which declared for a monarchy and of- 
fered the Mexican throne to Archduke Max- 
imilian, brotlier of the Austrian Emperor. 
Alexico’s new sovereign arrived in May, 1864, 
a month after the signing of the Convention 
of Aliramon. This agreement bound Alexico 
to pay the cost of the French intervention and 
to assign French creditors a large share of the 
proceeds of a new loan. Alaximilian was 
Clowned Emperor, and Juarez continued fight- 
ing in the mountains. 

The United States did not recognize the new 
monarchy. It temporized for a few months; 
and then, with the Union victorious and Grant 
now in command of almost a million troops, 
Seward addressed to the French minister a note 
w'hich veiled a real threat behind its polite ob- 
sert'ations on the form of government suitable 
to a New World people. Yet, even at this point, 
the American Secretary of State did not in- 
voke the Alonroc Doctrine. 

Though none of Seward’s notes on the 
French intervention referred to the statement 
of President Alonroe, the failure of Napo- 
leon III vindicated the Alonroe Doctrine as a 
principle of American foreign policy. Seward 
had begun by attempting to block the 1862 in- 
tervention with an offer to have the United 
States pay 3 percent interest on the Mexican 
foreign debt for the next five years — in return 
for a hen on public lands and mineral rights in 
Lower California, Chihuahua, Sonora, and 
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Sinaloa When the European powers declined 
and proceeded to send their troops, Seward is- 
incd a circular letter declaring that the United 
States was concerned lest foreign intervention 
impair the right of the Mexican people to 
choose them otvn form of government. Less 
publicly, Seward backed Minister Corwin’s 
project for a $9,000,000 loan to Juarez, but the 
Senate rejected the treaty 
Amencan public opmion, guided by Ro- 
mero, Juarez's minister m Washmgton, grew 
mcreasmgly hostile to French intervention By 
1864, H Winter Davis, the Maryland Radical 
Republican, was embarrassing the administra- 
non by offenng a rcsoluaon opposmg the mon- 
archy in Mexico Chase and Frdmont de- 
nounced Napoleon and appealed to the Mon- 
roe Doctrine Finally, in 1864, the Repubhean 
platform of that year put the admimstranon on 
record it was opposed to Maxmuban 
By 1865, Union victory seemed certain 
enough to make such pronouncements more 
than empty threats, and Seward’s notes took 
a sharper tone In August, he protested the 
French encouragement given the California ad- 
venturer, William Gtvm, who planned to raise 
a Confederate legion to fight for Maximilian 
against Juarez. A reply hinting that France 
would be wilhng to ivithdraw its army if the 
United States would recognize the Mexican 
monarchy — and if Mexico would guarantee 
payment of her debt — evoked Seward’s letter 


of November, 1865 The French intervention 
had been wrong from its inception, Seward 
declared, and as the Umted States was main- 
taimng diplomatic relations with the govern- 
ment freely chosen by the Mexican people, it 
had no need to recognize Maximihan. 

Seward continued the war of nerves he ap- 
pomted General Logan minister to Juarez and 
sent General Schofield on an indefimte “mis- 
sion” to Pans. Napoleon was cracking under 
the strain he mdicated his wilhngness to with- 
draw French troops, but once again asked for 
recognition for Maximihan. In his reply, 
Seward repeated the assertion that Alaximihan 
had not been the free choice of the Mexican 
people and that withdrawal of French troops 
did not commit the United States to any alcer- 
aaon m its pohey of neutrahty m Mexican civil 
conflicts 

The month of Apnl, 1 866, marks Napoleon’s 
recognition of defeat, for it was then that the 
time of French evacuation was fixed Presum- 
ably, Maximilian was given ample opportumty 
to consolidate his position, but this desperate 
stratagem failed With French troops with- 
drawn, the reacQonary forces behind the 
throne were unable to suppress the Juarez 
guerillas, and Maximilian was captured and ex- 
ecuted in June, 1867 

Seward’s note 15 reprinted from House Ex- 
ecutive Document No i, Pt. 3, 39th Congress, 
ist Session (Washington, 1866) 


Diploinattc Correspondence 

BY WILLUM H. SEWARD 


M». Seivard to the Maequis de Montholon 

Department of State, 

Washington, February 11, 1866 
Sir. On the 6th of December I had the honor to 
tubmit to jou m writing, for the information of 
the Emperor, a communication upon the subject 
of affairs m Mexico, as affected by the presence 
of French armed forces in that country On the 
19th of January thereafter j’ou favored me with 
J replj to that commumcation, tthich reply had 
been transmitted to 3 ou by Mr Drouyn dc Lhuys, 


under the date of the 9th of the same month 1 
have submitted it to the President of the United 
States. It IS now made my duty to revert to the 
interesting question which has thus been brought 
under discussion. 

In the first place I take notice of the pomts 
which are made by Mr Drouyn de Lhuvs. 

He declares that the French expedition mro 
Mexico had in it notlnng hostde to the msBtuoons 
of the New World, and still less of anything hos- 
tile to the United States As proofs of this fnendly 
statement, he refers to the aid m blood and treas- 
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urc which France contributed m our revolution- 
ary war to the cause of our national indcpendcnccj 
to the preliminary proposition that France made 
to us that we should join her in her c\pcdition to 
Mexico, and, finally, to the neutrality which 
France has practiced in the painful civil war 
through which we have just successfully passed. It 
gives me pleasure to aclcnow’lcdgc that the as- 
surances thus given on the present occasion tliat 
the French expedition, in its original design, had 
no political objects or motives, harmonize entirely 
witn expressions v\ hich abound in the earlier cor- 
respondence of the minister of foreign affairs, 
which arose out of the war between France and 
Mexico. 

We accept with especial pleasure the reminis- 
cences of our traditional friendship. 

Mr Drouyn dc Lhuys next assures us that the 
French government is disposed to hasten, as much 
as possible, the recall of its troops from Mexico. 
We hail tlic announcement as being a virtual 
promise of relief to this government from the 
apprehensions and anxieties which were the bur- 
den of that communication of mine, which Mr. 
Drouyn dc Lhuys has had under consideration, 

Mr. Drouyn do Lhuys proceeds to declare that 
the only aim of France, in pursuing her enterprise 
in Mexico, has been to follow up the satisfaction 
to w'hich she had a right after having resorted to 
coercive measures, when measures of every other 
form had been exhausted. Mr. Drouyn do Lhuys 
says that it is known how many and legitimate 
were the claims of French subjects which caused 
the resort to arms. He then reminds us how, on a 
former occasion, the United States had waged W'ar 
on Mexico. On this point it seems equally neces- 
sary and proper to say, that the war thus referred 
to W'as not made nor sought by the United States, 
but was accepted by them under provocations of 
a very grave character. The transaction is past, 
and the necessity and justice of the proceedings of 
the United States arc questions w'hlch now rest 
only within the province of hlSto^)^ France, I 
think, will acknowledge, that neither in the bc- 
ginnmg of our Mexican war nor in its prosecution, 
nor in the terms on which we retired from tliat 
successful contest, did the United States assume 
any position inconsistent with the principles which 
are now maintained by us in regard to the French 
expedition in Me.vico. 

We arc, as we have been, in relations of amity 
and friendship equally with France and with 
Mexico, and therefore we cannot, consistently 
with those relations, constitute ourselves a judge 
of the original merits of the war which is waged 
between them. We can speak concerrung that war 


only so far as we are affected by its bearing Upon 
ourselves and upon republican and American in- 
stitutions on this continent 

Mr Drouyn dc Lhuys declares that the French 
anny, in entering Mexico, did not carry mo- 
narchical traditions in the folds of its flag. In this 
connexion he refers to the fact that there were at 
the time of the expedition a number of influential 
men in Mexico w'ho despaired of obtaining order 
out of the conditions of the republican rule then 
existing there, and who, therefore, cherished the 
idea of falling back upon monarchy. In this con- 
nexion, we arc further reminded that one of tlic 
later presidents of Mexico offered to use his power 
for the re-establishment of royalty. We arc fur- 
ther informed that at the time of the French in- 
vasion the persons before referred to deemed the 
moment to have arrived for making an appeal to 
the people of Mexico in favor of monarchy. Mr. 
Drouyn dc Lhuys remarks that the French gov- 
ernmenr did not deem it a duly to discourage 
that supreme effort of a povv'erful party, W'hich 
had Its origin long anterior to the French expedi- 
tion. 

Mr. Drouyn dc Lhuys observes tliat the Em- 
peror, faithful to maxims of public right, which 
he holds in common with the United States, de- 
clared on that occasion that the question of change 
of Institutions rested solely on the suffrages of the 
Mexican people. In support of this statement, Mr. 
Drouyn dc Lhuys gives us a copy of a letter which 
the Emperor addressed to the commandcr-in- 
chicf of the French expedition, on the capture of 
Puebla, which letter contained the following 
words “Our object, you know, is not to impose 
on the Mexicans a government against their will, 
nor to make our success aid the triumph of any 
party whatsoever. 1 desire that Mexico may rise 
to a new life, and that soon, regenerated by a gov- 
ernment founded on the national will, on prin- 
ciples of order and of progress, and of respect for 
the law of nations, she may acknowledge by her 
friendly relations that she owes to France her 
repose and her prosperity.” 

Mr. Drouyn dc Lhuys pursues his argument by 
sayii^ that the Mexican people have spoken, that 
the Emperor Maximilian has been called by the 
voice or the country^ that his government has ap- 
peared to the Emperor of the French to be of a 
nature adequate to restore peace to the nation, 
and, on its parr, peace to international relations, 
and that he has therefore given it his support Mr, 
Drouyn dc Lhuys thereupon presents the follow- 
ing as a true statement of the present ease- France 
went to Mexico to exercise the right of war, which 
IS exercised by the United States, and not in virtue 
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of any purpose of interv'ention, corteemmg which 
she recognizes the same dbcmne vnth the Umted 
States. Aince went there not to btmg about a 
monarchical proselvosrti, but to obtain reparations 
and guarantees which she ought to claim, and, 
being there, she now sustains the government 
which IS founded on the consent of the people, 
because she c-spects from that government the 
just satisfaction of her wrongs, as Well as the se- 
cilnties indispensable to the future. As she does 
not seek the satisfaction of an exclusive interest, 
nor the realization of any ambitious schemes, so 
she now wishes to recall what remains m Mckico 
of the army corps which France has sent there at 
the moment when she will be able to do so with 
safety to French citizens and with due respect for 
herself. 

I am aware how delicate the discussion is to 
which Mr Drouyn de Lhuys thus mvites me. 
France IS entitled, by every consideranon of re- 
spect and friendship, to mterpret for herself the 
objects of the expedition, and of the whole of her 
ptoccedmgs m Mesaco Her explanation of those 
motives and objects is, therefore, accepted on our 
part w ith the consideration and confidence which 
wc expect fot explanations of our own when as- 
signed to France or any other friendly power. 
Nevertheless, it is my doty to insist that, whatever 
were the intentions, purposes, and objects of 
France, the proceeding^ which were adopted by 
a class of Mexicans for subvertmg the republican 
government there, and for avaihng themselves of 
Frcncli intervention to establish on its rums an 
impcrttl monarchy, are regarded by the United 
States as hav mg been taken without the authonty, 
and prosecuted against the will and opmions, of 
the Mexican people For these reasons it seems to 
this government that, m supportmg institutions 
thus established m derogation of the inahcnable 
rights of the people of Mexico, the ongma! pur- 
poses and objects of the French expedition, though 
they hale not been, as a military demand of saos- 
faction, abandoned, not lost out of view by the 
nmpetor of the French, were, nevcnheless, left 
to fall into a condition in which they seem to 
have become subordinate to a political revolntion, 
which certainly' would not have occurred if 
France had not forcibly intenxmcd, and which, 
judging from the gemus and character of the 
Alcxican people, vv ould not now be maintamcd by 
them if that armed mtenenuon should cease The 
United States hav c not seen any satulactoty ev i- 
dcnce that the people of Mexico have spoken, 
and hive called mto bemg or accepted me so- 
wlfcd empire which It is insisted has been set up 
In their capital The United States, as 1 have re- 


marked on other occasions, are of opmion that 
such an acceptance could not have been freely 
procured or lawfully taken at any time in the 
presence of the Frendh army of mvasion. The 
withdrawal of the French forces is deemed neces- 
sary to aUow such a proceeding to be taken by 
Me.xico. Of course the Emperor of France is cn- 
otled to determine the aspect in which the Mexi- 
can situation ought to be regarded by him. Never- 
theless, the View which I have thus presented is 
the one which this nation has accepted It there- 
fore recognizes, and must continue to recognize, 
in Mexico only the ancient repubhc, and it cah 
m no case consent to involve itself, either directly 
or indirectly, m relation with or recogmodn of 
the institution of the Pnnee Maxunilian ai Mexico. 

This position IS held, I believe, without one dis- 
senting voice by our countrymen. I do not pre- 
sume to say that this opmion of the American 
people IS accepted or Will be adopted generally 
by other foreign powers, or by the pubUc opinion 
of mankind The Emperor is qmte competent to 
form a judgment upon this important point for 
himself 1 cannot, however, properly exclude the 
observanon that, while this question affects by its 
bearings, mcidentally, every republican state m 
the American hemisphere, every one of those 
states has adopted the judgment which, on the be- 
half of the Umted States, is herem expressed. 
Under these circumstances it has happened, either 
rightfully or wrongfully, that the presence of 
European armies in Mexico, maintaining a Euro- 
pean prmce with imperial attributes, without her 
consent and against her will, is deemed a source of 
apprehension and danger, not alone to the United 
States, but also to all the independent and sover- 
eign republican States founded on the American 
continent and its adjacent islands, France is ac- 
quainted with the relations of the Umted States 
towards the other American States to which I have 
referred, and is aware of the sense that the Amen- 
can people entertain in regard to the obhgaaotlS 
and dunes due from them to those other States. 
We arc thus brought back to the smgic question 
which formed the subject of my commumcaaon 
of the (Sch of December last, hamtiy, the dCsmable- 
ness of an adjustment of a quesaon the chntlnu- 
®nce of which must be necessarily prejudiaal to 
the harmony and fnendship which nave hitherto 
always existed between the Umted States and 
France 

"nils government does not undertake to Say 
how the clauns of mdemmty and satisfacbon, for 
which the war w hlch France is Waging in Mexico 
HUS originally insatuted, shall now be adjusted, iil 
disconanumg what, m its progress, has become a 
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war of political intervention dangerous to the 
United States and to republican institutions in the 
American hemisphere. Recognizing France and 
tilt republic of Mexico as belligerents engaged m 
war, we leave all questions concerning those 
claims and indemnities to them. The Umted States 
rest content with submittmg to France the exi- 
gencies of an embarrassing situation m Mexico, 
and expressing the hope that France may find 
some manner which shall at once be consistent 
with her interest and honor, and xvith the prin- 
ciples and interest of the United States, to reheve 
that situauon without mjurious delay. . . . 

I do not think it would be profitable, and there- 
fore I am not desirous to engage in the discussions 
which Mr. Drouyn dc Lhuys has thus raised. It 
will be sufficient for my purpose, on the present 
occasion, to assert and to give reassurance of our 
desire to facilitate the withdrawal of the French 
troops from Mexico, and, for that purpose, to do 
whatsoever shall be compatible witn the positions 
we have heretofore taken upon that subject, and 
with our )ust regard to the sovereign rights of the 
republic of Mexico. Funher or othenv'ise than 
this France could not expect us to go Having 
thus reassured France, it seems necessary to state 
anew the position of this government, as it was 
set forth m my letter of the 6th of December, as 
follows: Republican and domestic institutions on 
this continent are deemed most congenial with 
and most beneficial to the United States. Where 
the people of any country, like Brazil now, or 
Mexico in 1812, have voluntarily estabhshed and 
acquiesced in monarchical institutions of their 
own choice, free from all foreign control or in- 
terv'cntion, the United States do not refuse to 
mamtain relations with such governments, or seek 
through propagandism, by force or mtriguc, to 
overthrow those institutions. On the contrar\% 
where a nation has established institutions republi- 
can and domestic, similar to our own, the United 
States assert in their behalf that no foreign nation 
can rightfully intervene by force to subvert re- 
publican institutions and establish those of an 
antagonistical character. . . . 

On the other hand, it is neither a right of the 
United States, nor consistent with their friendly 
disposition towards Mexico, to reproach the peo- 
ple of that country with her past calamities, much 
less to invoke or approve of the infliction of 
punishment upon them by strangers for their 
political errors. The Mexican population have, 
and their situation has, some peculiarmes xvhich 
arc doubtless well understood by France Early 
in the present century they were forced, by con- 
victions xvhich mankmd cannot but respect, to 


cast off a foreign monarchical rule which they 
deemed incompatible xv'ith their welfare and ag- 
grandizement. They were forced, at the same 
time, by convictions which the world must re- 
spect, to attempt the establishment of republican 
institutions, without the full experience and prac- 
ucal education and habits which would render 
those insututions all at once firm and satisfactor)’. 
Mexico w'as a theatre of conflict bctw'ccn Euro- 
pean commercial, ecclesiastical, and political insti- 
tuuons and dogmas, and novel American institu- 
uons and ideas She had African slavcrx% colonial 
restrictions, and ccclesiasucal monopolies. In the 
chief one of these particulars she had a misfortune 
which xvas shared by the Umted Stares, xvhile the 
latter were happily exempted from the other 
misfortunes. We cannot forget that Mexico, 
sooner and more readdy than the United States, 
abolished slavery. We cannot deny that all the 
anarchy in Me.xico, of which Mr Drouyn de 
Lhuys complains, was necessarily, and even xviscly, 
endured in the attempts to lay sure foundations of 
broad republican liberty. 

I do not know xvhethcr France can rightfully 
be expected to concur in this view, which allevi- 
ates, m our mind, the errors, misfortunes, and ca- 
lamines of Mexico. However this may be, xvc fall 
back upon the principal that no foreign state can 
rightly intervene m such trials as those of Mex'ico, 
and on the ground of a desire to correct those 
errors, deprive the people there of their natural 
right of domestic and republican freedom. All 
the injuries and wrongs xvhich Mexico can have 
committed against any other state have found a 
severe punislmient in consequences which legiu- 
matcly followed their commission. Nations arc 
not authorized to correct each other’s errors ex- 
cept so far as is necessary to prevent or redress 
injuries affecting themselves. If one state has a 
right to intervene in any other state, to establish 
disciplme, constituting itself a judge of the oc- 
casion, then every state has the same right to inter- 
vene in the affairs of ever)’’ other nation, being 
itself alone the arbiter, both in regard to the rime 
and the occasion. The principle of intervention, 
thus pracncally carried out, xvould seem to render 
all sovereignty and independence, and even all 
international peace and aimty, uncertain and fal- 
lacious. . . . 

Mr. Drouyn de Lhuys then arranges, in a 
graphic manner, the advantages that have arisen, 
or arc to arise, to the United States, from the suc- 
cessful establishment of the supposed empire in 
Mexico. Instead of a country unceasingly m 
trouble, and xvhich has given us so many subjects 
of complaint, and against xx’hich xve oursch'cs 
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have been obli^d to mate war, he shows ns m 
hicxico a pacific country, under a beneficent im- 
perial sway, offermg henceforth measures of se- 
curitv and vast openings to our commerce, a 
country far from mjurmg our nghts and hunmg 
our influences And he assures us that, above all 
other nanons, the Umted States are most likely to 
profit by the work which is being accomplished 
by Pnnee Maxunihan m Mevico These sugges- 
tions arc as natural on the part of France as they 
are friendly to the United States. The Umted 
States are not insensible to the desirableness of 
political and commercial reform m the adjommg 
country, but their settled pnnaples, habits, and 
convictions forbid them to look tor such changes 
in this hemisphere to foreign, royal, or imperial 
institutions, founded upon a foroble subversion of 
repubhean institutions The United States, in their 
customary sobriety, regard no beneficial results 
which could come from such a change in Mexico 
as sufficient to overbalance the mjury which they 
must directly suffer bp the overthrow of the re- 
publican government in Mexico 
Mr Drouyn de Lhuys at the end of hts very 
elaborate and able review, recapitulates his ex- 
osttion in the following words “The United 
rates acknowledge the tight we had to make war 
m Mexico On the other part, we admit, as they 
do, the principle of non-mtervention. This double 
postulate includes, as it seems to me, the elements 
of an agreement. The right to make war, which 
belongs, as Mr Seward declares, to every sov- 
ereign nation, implies the tight to secure the re- 
sults of war We have not gone across the ocean 
merely for the purpose of showung our power, 
and of inflicting enasnsement on the Mexican 
government After a train of fruitless remon- 
strances, It was our duty to demand guarantees 
against the recurrence of violence from which 
our country’ had suffered so cruelly, and those 
guarantees we could not look for from a govern- 
ment whose bad faith we had proved on so many 
occasions. We find them now engaged in the 
establishment of a regular government, which 
shows Itself disposed to honestly keep its enpge- 
nients In this relanon we hope that the legitimate 
object of our expedition will soon be reached, and 
we are stnving to make with the emperor Maxi- 
milian arrangements which, by satisfying our in- 
terests and our honor, will permit us to consider 
at an end the service of the army upon Mexican 
soil The Emperor has given an order to write m 
this same sense to our mmister at Mexico We fall 
back at that moment on the principle of non- 
mtcrvcntion, and from that moment accept it 
as the rule of our conduct. Our mtcrest, no less 
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than our honor, commands us to claim from all 
the uniform apphcation of it. Trusung the mint 
of eqmty which animates the cabinet of W^h- 
ington, we expect from it the assurance that the 
American people will themselves conform to the 
law which they invoke, by observmg, m regard 
to Mexico, a strict neutrahty When you [mean- 
mg the Marquis de Montholon] shall have in- 
formed me of the resolution of the federal gov- 
ernment, I shall be able to indicate to you the 
nature of the results of our negotiation with the 
emperor Maximilian for the return of our troops,'’ 

1 have already, and not without much reluc- 
tance, made the comments upon the arguments of 
Mr Drouyn de Lhuys which seem to be neces- 
sary to guard against the inference of concurrence 
in quesnonable positions which might be drawn 
from our entire silence I think that I can, there- 
fore, afford to leave his recapitulanon of those 
arguments without such an especial review as 
would necessarily be prolix, and perhaps hyper- 
critical The Umted States have not claimed, and 
they do not claim, to know what arrangements 
the Emperor may make for the adjustment of 
claims tor indemnity and rtdtess in Mexico It 
would be, on our part, an act of mtervenoon to 
take cognizance of them We adhere to our posi- 
tion that the war m question has become a politi- 
cal war between France and the republic of 
Mexico, mjunous and dangerous to the Umted 
Sutes and to the republican cause, and we ask 
only that in that aspect and character it may be 
brought to an end It would be illiberal on the 
part of the Umted States to suppose that, m desir- 
ing or pursuing prclimmary arrangements, the 
Emperor contemplates the establishment m Mex- 
ico, before withdrawing his forces, of the very 
msntutions which constitute the material ground 
of the excepaons taken against his intervention 
by the Umted States It would be sail more il- 
liberal to suppose for a moment that he expects 
the Umted States to bmd themselves mdirectly 
to acquiesce in or support the obnoxious insnm- 
aons. 

On the contrary’, we understand him as an- 
nouncing to us his immedute purpose to bang to 
an end the service of his armies m Me.xico, to 
withdraw them, and m good faith to fall back, 
without sapulaaon or condiaon on our part, upon 
the prmaple of non-mtervenaon upon which he 
IS henceforth agreed with the Umted States. We 
cannot understand his appeal to us for an assur- 
ance that we ourselves will abide by our own 
pnnaples of non-mterv’enaon in any other sense 
than as the e-xpresaon, in a fnendly way, of his 
expecuaon that when the people of Mexico shall 
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have been left absolutely free from the operation, 
elTccts, and consccjucnces of his own political and 
military intervention, we will ourselves respect 
their self-established sovereignty and independ- 
ence. In this view of the subject only can we con- 
sider his appeal pertinent to the ease. Regarding it 
in only this aspect, we must meet the Emperor 
frankly. He knows the form and character of this 
government. The naaon can be bound only by 
treaties which have the concurrence of the Presi- 
dent and two-thirds of the Senate. A formal treaty 
would be objectionable as unnecessary, except as 
a disavowal of bad faith on our part, to disarm 
suspicion in regard to a matter concerning which 
we have given no cause for questioning our loy- 
alty, or else such a treat)' would be refused upon 
the ground that the application for it by the Em- 
peror of France was unhappily a suggestion of 
some sinister or unfriendly reservation or pur- 
pose on his parr m wnthdrawing from AJeaaco. 
Diplomatic assurances given by the President in 
behalf of the nation can at best be but the ex- 
pressions of confident expectation on his part that 
the personal administranon, ever changing m con- 
formity and adaptation to the national will, does 
not misunderstand the settled principles and pol- 
icy of die American people Explanations cannot 
properly be made b)' the President in an)' case 
wherein it would be deemed, for any reason, ob- 
jectional on grounds of pubhc pohey by the 
treat)'-making power of the government to m- 
troduce or entertain negotiations. 


Vfith these explanations I proceed to say that, 
in the opinion of the President, France need not 
for a moment delay her promised withdrawal of 
militarv forces from Mexico, and her putting the 
principle of non-intcrvcntioii into full and com- 
plete practice in regard to Mexico, through any 
apprehension that the United States w’ill prove un- 
faitliful to the prindplcs and policy in that re- 
spect w hich, on their behalf, it has been my dut)’ 
to maintain m this now verv' lengthened corre- 
spondence. The practice of this government, from 
Its begmning, is a guarantee to all nations of the 
respect of the American people for the free sover- 
eignty of the people in every other state We 
received the instruction from Washington, We 
applied it sternly in our early intercourse even 
w’lth France. The same principle and practice 
have been uniformly inculcated by all our states- 
men, mterpreted by all our jurists, maintained by 
all our Congresses, and acqujesced in WJthout 
practical dissent on ail occasions by the American 
people. It is m reality the chief element of foreign 
mtercourse in our history. Looking simply toward 
the point to W'hich our attention has been steadily 
confined, the relief of the Mexican embarrass- 
ments without disturbing our relations with 
France, xve shall be gratified when the Emperor 
shall give to us, either through the channel of 
your esteemed correspondence or otherw'ise, de- 
finitiv'e mformation of the time when French 
military operations may be expected to cease in 
Mexico. . . . 
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INTRODUCTION 


i. PARTY GOVERNMENT 


Election of iS-ji The adrratvistrations of 
Grant disappointed the Radical Repubhcans 
and indeed~as they continued — shocked the 
whole country For not only did Grant wth- 
draw federal troops and kgd officers from the 
Southern states — thus making possible the com- 
pletion of white redcmpaon-^Qt he also sur- 
rounded himself svith a company of profes- 
sional politicians who despoil^ the public of- 
fices and were responsible for a whole flock 
of scandals As a result, even before his first 
admmiscmtion was over, m 1872, there ap- 
peared a schismatic group m the ranks of the 
Republicans that sought to capture the rna- 
chinety of the party itself, this failing, it en- 
tered the race m the presidential elecaon of 
that year, under the name of the Liberal Re- 
puhhean party. There joined the ranks of the 
Liberal Republicans many friends of good gov- 
ernment who advocated Civil Service reform 
and tariff revision. 

In May, 1872, the new party nominated 
Horace Greeley of New York for their stand- 
ard bearer and named Gratz Broun of Missouri 
as his running mate. The Democrats, incapable 
of resolving their own mtemal difficulues, en- 
dorsed the candidates of the Liberal Republi- 
can ticket at Balnmorc when they held their 
convenoon in July Despite this joming of 
hands on the part of reformers and Democrats, 
Grant was reelected by an impressive major- 
ity’. The scandals m public admmistration con- 
tinued, and Grant’s second term was further 
nude difficult by die appearance of financial 
panic m September, 1875 Hard times lasted 
until 1879 

Election of iS-jS The Southern question 
was not actually ended until the election of 
1876 In this contest, the Repubhcans went 


to Ohio and picked as their candidate Ruther- 
ford B Hayes, who had been a Civd War gen- 
eral and was also acceptable because he had 
favored hard money in a region where mfla- 
aon was popular "nie Democrats, as m 1868 
and 1872, turned to New York and nominated 
Samuel J Tildcn Tilden had distinguished 
himself as a reform governor and had, m fact, 
waged a successful war against the notorious 
Tweed rmg which had been dominating New 
York City politics Like Hayes, he was thor- 
oughly acceptable to the business community 
because he W'as a man of wealth and had dem- 
onstrated his soundness on such questions as 
railroad consolidaaons and a high tariff 
The presidential election of 1876 ended im 
uncertamty Tilden carried New York, New 
Jersey, Connecticut, and Indiana, and appar- 
ently all the Southern states, and he seemed 
to possess a inajonty in the electoral college. 
However, nvo sets of returns were submitted 
for the electoral votes of the three Southern 
states of South Carobna, Florida, and Louisiana 
— that is to say, the Republicans claimed that 
th^ had won these states, too Congress was 
now compelled to take cognizance of this 
anomalous situation Congress, with a Repub- 
bcan Senate and a Democratic House, found a 
way out of its ddemma by setting up an elec- 
toral commission of fifteen members made up 
equally from the House, the Senate, and the 
Supreme Court bench By a strict party vote 
of eight to seven m each instance, the electoral 
commission accepted the certificates of the Re- 
pubhean electors from Louisiana, Flonda, and 
South Carohna On March 2 the final count 
was taken and Hayes was declared President 
with an electoral vote of 185 to 184. 

It has since been divulged that an under- 
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standing was arriv'cd at between Republicans 
and Democrats under which the Democrats 
promised not to contest the findings of the 
electoral commission if, in return, the last fed- 
eral troops were withdrawn from the South, 
Whether Hayes was party to this bargain or 
not, in any case his first concern as President 
was to recall the federal regiments from the 
Capitols of Louisiana and South Carolina. By 
this act, all former Confederate states were 
once again under white Democratic rule, and 
the processes of redemption were now com- 
pleted, 

Party Leadership The partj^ contests, from 
1876 to 1892, rarely rose above the trivial, 
when it came to a consideration of questions 
of public policy. And die choice between 
Democratic and Republican nominees was 
more frcquchdy than not that between Twid- 
dlcdum and Twiddlcdce. On both sides therd 
was a willingness to accept the verdicts of the 
Civil War and Rcconstrucdon to this extent- 
industrial capitalism had triumphed and pol- 
' icics supporting it were not to be reexamined; 
nor was Radical Republicanism to be rein- 
stalled in the South. Because men of great tal- 
ents found continued extraordinary oppor- 
tunities for achievement in the fields of railroad 
and industrial promotions, party government 
was dominated by medlocrlt)^ For the most 
part, those who filled Congressional and Sena- 
toiial seats and held executive posts were men 
of small stature, much more interested in per- 
sonal factionalism and the spoils of office — 
politics had become a livelihood — than in. the 
serious c.xploration of the problems facing a 
growing America. 

From 1874 on, the Republican part)’’ was 
dominated by nvo groups who called them- 
selves the Stalwarts and the Half-Breeds; the 
first was loyal to Grant and the second opposed 
to hlni. But on tliesc questions they saw eye tO 
eye: both were hostile to tariff reform, to the 
establishment of a Civil Service, to cleaning the 
corruptionists out of public office. Outside of 
these two factions moved those who at differ- 
ent times denominated themselves Independent 


Republicans, Liberal Republicans, and Mug- 
wumps. They represented the reformers in the 
party and were more likely to attract the 
younger men; but they had little influence in 
part)' councils. 

The Democratic part)' xvas less torn by 
strife, chiefly because of its long absence from 
federal power. Such leaders as it had were 
prominent state politicians, among xVhom were 
to be found Tilden and Cleveland of New 
York, Thurman of Ohio, and Hendricks of 
Indiana. In national contests the Democracy 
could count only upon the South. From time 
to tune it sought to court the so-called doubt- 
ful states of the Middle West, by flirting with 
inflationary ideas; and in a half-hearted fashion 
It attacked the high protective tariff program 
of the Republicans. Indeed, during the seven- 
ties and eighties, such divisions as occurred irt 
Congress on legislative matters — mone)' and 
banking, public lands, regulation of railways — 
were on sectional lines regardless of part)' af- 
filiation. The West and the Soutli generally 
xVere arrayed against die North and the East, 
Nothing demonstfated more convincingly the 
failure of party leadership. 

Election of 1880. The unresolved feud be- 
tween the Stalwarts and the Half-Breeds led 
to the nomination of James A. Garfield of Ohio 
as a compfomise candidate; as his running mate 
Chester A. Arthur of New York — a follower 
in the train of Conkhng and therefore a Stal- 
wart politician — was named. The Democrats 
in their turn chose General Winfield S. Han- 
cock of Pennsylvania, who had had a disdn- 
guished Civil War career, came from a manu- 
facturing state, and at the same dine had made 
many friends in the South because of the mild- 
ness of his military rule. Because the Repub- 
licfinS were able to carry the Middle WeSt, 
Garfield won by an electoral vote of 214 to 
155 - 

Garfield permitted the Half-Breeds, led by 
Blame, to dominate his Cabinet and to dis- 
tribute the presidential patronage* Blame him- 
self became Sccrctar)' of State. The profes- 
sional pohticians at once obtained control over 
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the federal offices and began to raid them Un* 
fortunately, Garfield had no nme to show his 
mettle, for he was shot down by an assassin m 
July and died in September, 1881 Chester A. 
Anhur succeeded him 

It is true that Arthur had been a machine 
politician, but his deportment as President was 
exemplary, and he left office with a senes of 
distinct achievements to his credit Durmg his 
admmistranon, the country’s first Ovil Serv- 
ice law (the so-called Pendleton Act of 1883) 
was passed, the question of Chinese immigra- 
tion was settled, and the imaal ships of the 
modem Amencan Navy were approved by 
Congress 

Election of 1SS4. In June, 1884, the Repub- 
lican party finally named James G Blame of 
Maine as its candidate and picked the Stalwart 
politinan General John H Logan of Illinois to 
run with him The Democratic standard was 
placed in the hands of Grover Qevcland of 
New York, who was available for many rea- 
sons. He was from a doubtful state, he had 
been a reform governor and an enemy of Tam- 
many Ha!!, he was a consemative on economic 
matters, and he \vas a straight party man. The 
Mugwumps were now m difficulties, for there 
had already been noised about hints of Blame’s 
associations with unscrupulous railroad pro- 
moters. The result was that men like Carl 
Schura and Hcniy’ Ward Beecher could not 
support his candidacy Not so however the 
rising young politicians Theodore Roosevelt 
of New York and Henry Cabot Lodge of Mas- 
sachusetts, the)' had been Mugwumps, too, but 
they follow'cd party rather than conscience 
and took part m the canvass for Blame, 

Blame's was not the only reputation that was 
besmirched m the campaign of 1884, because 
there were no issues, Ocveland, too, became 
the center of personal attack. It was diwlgcd 
tliat Qevcland was the father of an illegitimate 
child, and obnously much was made of this 
dereliction. Ironically enough, what deter- 
mined the outcome of the election was a chance 
remark made by a visiting Baptist clctg)'man 
who called on Bbmc in New York toward the 


close of the campaign This gentleman, m hail- 
ing Blame’s candidacy, grandiloquently con- 
demned the Democracy as the party of "Rum, 
Romanism, and Rebellion ’’ Blame faded to re- 
buke the minister, and the next day it was al- 
ready too late, as Cathohe New York City was 
alienated New York went Democratic by only 
1,100 votes; and Blame lost also the doubtful 
states of New Jersey, Connecticut, and Indi- 
ana The final electoral vote showed 219 for 
Cleveland and iBa for Blame The Democrats 
also earned the lower House, although the 
Senate continued to remam RepubhCan The 
Democrats had returned to power aftef tht 
lapse of a quarter centufy. 

Cleveland's first administration was devoid 
of important accomplishment He appomted a 
number of capable Cabinet officers and put 
an honest official m charge of the General Land 
Office On the other hand, he deported hurt- 
self like a typical spoilsman, thus alienatmg 
his Mugwump supporters As far as the tanflF 
Was concerned, because of the presence of 
many protecnomsts in his own party ranks and 
because he did not dominate the Congress, he 
was unsuccessful m effecung tanff reform. 
Election of iSSSi Despite all this, Qeveland 
received the Democratic nommation on the 
first ballot and Thurman of Ohio was named 
for the vice presidential office. The Repub- 
hcans went to Indiana and New York for their 
candidates, nommatmg Senator Benjamm Har- 
rison from the former for President and Levi 
P Morton from the latter for Vice President. 
Interestingly enough, in this election— which 
again revolved about no significant questions 
of public policy— Cleveland obtained a plural- 
ity of the popular vote, but Harnson won m 
the electoral college by a vote of 233 to 168 
Harrison’s political accomplishments were 
more impressive than those of previous admin- 
istrations In the year 1890, the high McKinley 
tariff bill was passed, a service pension law for 
Civil War veterans was put on the statute 
books; and the Sherman Silver Purchase Act 
and the Sherman Anti-Trust Law were en- 
acted In order to further strengthen its hold 
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on the electoral college, the Republican part^' 
provided for the admission of the sparsely pop- 
ulated territories of Idaho and Wyoming to 
the company of states. Another characteristic 
of the times was the growing influence of the 
speakership in tlie lower House. From 1890 to 
1910 the House’s presiding officer ruled with 
a rod of iron. The new tariff law was a bitter 
pill; and the result was the victory of the Dem- 
ocrats in the Congressional elections of 1890. 
Even McKinley, the bill’s author, failed of re- 
election and had to console himself with the 
Ohio gubernatorial office. There also appeared 
in Wasliington many new and strange faces, 
some of them those belonging to a new polit- 
ical group called the Farmers’ Alliance. And 
not least among the new junior members was 
a young Nebraskan Democrat, William Jen- 
nings Bryan. Thus divided, Congress spent its 
time making speeches. 

Election of 18^2. At the conventions of 
1892 Harrison was once more named by the 
Republicans and the Democrats again turned 
to Cleveland. Now for the first time, an im- 
portant third party movement emerged in the 
appearance of the People’s part)^ w’hich nom- 
inated James B. Weaver of Iowa as its candi- 
date. E.\tcnded discussion of Populism and its 
platform will be presented later, it is enough 
here to point out that the strength of this new 
party contributed largely to Harrison’s defeat. 
The end of the campaign saw Cleveland s\vcep- 
ing the country-; for he carried not only the 
Solid South but also the doubtful states of 
Connecticut, Indiana, New Jersey, and New 
York. His total electoral vote was 277 to Har- 
rison’s 145. Tire Populists obtained 22 elec- 
toral votes in all. For the first umc, too, since 
the Ovil War, the Democrats also won safe 


majorities in both Houses of Congress; while 
die Populists elected ten Representatives and 
five Senators. 

Cleveland’s second administration lay under 
the heavy shadow of the depression of 1893-97. 
Fierce industrial strife, agncultural distress, 
and business failure and unemployment held 
the land in their grip. The incapacity of Cleve- 
land to see the depression in terms other than 
monetary ones — he regarded the Silver Pur- 
chase Act of 1890 as the source of all evil — 
made impossible the formulation of any posi- 
tive plans by the administration. Too, the 
Populist program had captured the imagina- 
tion of many Democratic groups in the West 
and the South. Indeed, before 1893 u'as fin- 
ished, Cleveland’s party had repudiated his 
leadership. One concession to the traditional 
position of the Democracy was made in the 
enactment of the Wilson tariff bill. But even 
here revision downw’ard was only in the raw 
material schedules; for the House bill was re- 
written by Democratic Senators from indus- 
trial states who sought to preserve protection. 
Cleveland flayed his party leaders, yet he al- 
lowed the bill to become a law, without his 
signature, in August, 1894- 

The Congressional elections of 1 894 resulted 
in another defeat for Cleveland, for the Repub- 
licans obtained a great majority in the House 
and a safe lead in the Senate. The West turned 
to the Populists, sendmg seven Congressmen 
and SIX Senators to Washington from that 
party. The stage was already being set for the 
great debate of 1896, with Cleveland destined 
to be only a bystander. When in 1896 he de- 
serted his own party, because it had largely 
adopted the Populist program, he was a man 
w'ithout influence. 


2 . SETTLING THE COUNTRY 

Popnlation Growth. Between 1870 and 1900, was due to the increasing urbanization of the 
the population of the United States doubled; countr)^ the heavj' influx of European immi- 
at the end of the century America could boast grants, and the rapid settlement of the West, 
of 76,000,000 inhabitants. Population growth Indeed by 1890, the frontier was largely gone. 
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The filling np of the cincs of Amenca was a 
significant charactensDC of these decades In 
1870, only one fifth of the country’s popu- 
lation was urban (living in places of 8,000 or 
more). By 1900 this ratio had increased to one 
third, and the great metropolis had definitely 
emerged In 1870 there had been but seven 
cincs having 100,000 or more inhabitants, in 
1900 their number had grown to nineteen. 
Also, the number of nanve-bom whites of for- 
eign parentage showed a measurable increase 
In 1870, this group represented 20 percent of 
the population, by 1900, it had increased to 
234 percent. In point of age, the population 
of the Umted States had definitely the charac- 
teristics of a pioneering and immigrant people. 
It was a young nation that settled the West, 
built the railroads, and laid the foundations of 
Amenca’s industnal greatness in 1870, 85 per- 
cent of Amenca’s inhabitants was 45 years or 
younger, by 1920, this raao had dropped to 79 
percent. 

The Pastwg of tht Frontter Amenca’s 
empty West was conquered before the turn 
of the new century, so that m every region of 
the country by 1900 there were to be found all 
those amemties of a settled life The sweep 
toward the West had gone on mexorablv, with, 
of course, temporary setbacks. The ptaines 
had finally been brought under the plow by 
the fifties, the plains of western Kansas and 
Nebraska had yielded to the persistence of 
Amencan pioneers by the late eighaes There 
were still, it is true, bold spints battling the 
fierceness of nature in the deserts of western 
Colorado, Utah, New Mexico, and Arizona 
But really the frontier was no more for East 
had jomrf West, and now the same tastes, the 
same attitudes toward life and, m fact, the 
same consumer goods were filling one great 
continental market. 

The factors that had contributed to this re- 
markable growth may be briefly noted (i) 
Homesteadism and the low pnees of railroad 
and state lands had beckoned hundreds of 
thousands of settlers. (2) Railroad nets, cross- 
ing the trans-Mississippi West in the north, the 


center and the south, bound all sections of the 
country together (3) The Western states, 
the railroads, and the new steamship companies 
carried on an active propaganda in all the Eu- 
ropean countnes, and encouraged milhons to 
seek their new fortunes in the growing Amer- 
ica. (4) There was a boom m the cattle indus- 
try in the seventies and eighties on the Great 
Plains, and foreign capital and immigrants 
eagerly came to engage m it. (5) Gold was dis- 
covered in the Dakotas and silver throughout 
the whole Far West, so that many prospectors 
entered these regions (6) A senes of bad har- 
vests hit almost all the wheat-growmg nations 
of the world in the seventies and sent European 
peasants and Eastern farmers mto the West to 
open up new wheat fields (7) The wars m 
which European nations were engaged m the 
sixties and seventies compelled many, who 
found compulsory mihtary service distasteful, 
to quit their native lands 
By thousands of families, every day, new 
settlers forced them way into the uninhabited 
terntones of the Far West. They brought small 
capitals, because land had to be purchased and 
tools acquired, they earned all their house- 
hold possessions with them, they drove their 
livestock before them There were few com- 
forts of life. Because of the scarcity of timber 
they hved m dugouts or sod houses. Indians, 
praine fires, blizzards, locusts, and droughts 
made the lives of the pioneers on the Great 
Plains difficult and frequently too hard to bear 
The population was heterogeneous, coming 
from many lands and different states, speaking 
numerous languages, and worshiping God in 
a great v anety of ways. Yet houses were built, 
communiBcs arose, schoolhouses were erected, 
and the Indian was pushed farther and farther 
back. Inventions appeared to make agriculture 
less arduous, and agncultural colleges — thanks 
to the Mornll Agricultural College Act— 
sprang up in the Western states to bring science 
to the aid of the farmers and the ranchers. Thus 
Nature tvas conquered Before long, however, 
the pioneers discovered other enermes— m the 
railways, the land mortgage comjiames, the 
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tariff-protected industries, and the commercial 
bank's. The political programs of Populism 
came from a pioneering people in response to 
those man-made obstacles which the settlers 
could not overcome by their courage and in- 
genuit)', 

hmntgratiou. As has been said, European im- 
migration was one of the great forces m the 
building of the United States. From 1820 to 
the end of the century, almost twenty million 
immigrants poured mto the country'. It is true 
that the misery of European slums and the un- 
equal status of tenant farming made the break 
with home aes easy, and that the official op- 
pression of minorities m Austria-Hungarj' and 
Russia added their thousands to the immigrant 
stream. In addition, transportation was cheap, 
farm lands were easily' acquired, wages were 
high. There was freedom of religious worship 
and no military' service and no ruling caste. 
America was the land of opportunity in a very 
real sense. So they came — first the Irish, Ger- 
mans, English, Welsh, Scandinavians; and then, 
beginning with the i88os, the Italians, Poles, 
Finns, Croats, Rumanians, Czechs, Ruthenians, 
Jews, Turks, and Greeks They went to the 
farms and the cities; and to the lumbering and 
railroad-construction camps, the mines, stock- 
y'ards, mills, factoncs, and sweatshops of 
America. 

Every decade from the 1870s up to the out- 
break of the first World War saw the stream 
of immigrants increasing. In the sevenues total 
immigration came to 2,800,000; in the eighties 
to 5,246,000; in the nineties to 3,687,000. In the 
first ten years of the twentieth century almost 
a million Europeans, on an average every year, 
entered the United States. The decade of the 
eighties was to see not only new immigration 
records being established, but a profound 
change making itself evident in the national 
character of the neu comers. Up to the eighties, 
tltree fourths of ali the persons who migrated 
to the United States came from the Celuc and 
Teutonic countries of northern and western 
Europe; and then immigrants from southern 


and eastern Europe and from the Near E-ast 
took their places. 

Tlie introduction of these new groups, with 
their strange languages and curious customs, 
slow ly transformed the attitude of the ty'pical 
American from one of welcome to one of hos- 
tdity'. The new' mdustrialists obviously en- 
couraged their arrival, for they' were willing 
w'orkers and nor v'et accustomed to the high 
standards of living of native-born Amencan 
labor. Members of skilled trade unions, how- 
ever, were becoming increasingly suspicious, 
for they' feared attacks upon trade union stand- 
ards. Perhaps more important than these influ- 
ences were the attitudes of politicians, sociol- 
ogists, and social w’orliers, W’ho were begin- 
mng to claun — w'lth dubious statistics, it is true 
— that America’s new immigrants w'cre respon- 
sible for the poverty', juvenile delinquency, and 
crime of America’s slums. It was also being 
charged that the foreigners were bringing sub- 
versive ideas into the United States, that they 
were America’s anarchists and socialists. Slight 
as were the merits of these contentions, the de- 
mand for immigrauon restriction began to ap- 
pear. And, presently, legislation aiming at 
selection w'as being put on federal statute 
books, 

The Nev) Agriculture. It was inevitable that 
these movements should help in transforming 
the Amencan agriculture. The new' settlers of 
the West came to raise beef cattle and sheep 
and to grow wheat and com. The increasing 
demands for the products of the soil from an 
America becoming urbanized, the growing dif- 
ficulty' of Europe in feeding itself, and Amer- 
ica’s international position as a debtor nation 
were among the other important factors ac- 
counting for the extraordinary development of 
American agriculture. In other w'ords, the 
y'oung industrial capitalism of the United 
States needed to import capital for railroad 
building on the one hand, and tin, nickel, crude 
chemicals, rubber, silk, machinery', and fine 
tools on the other. To meet interest charges on 
foreign loans and to pay for foreign imports. 
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the United States had to develop its exports on 
a vast scale. Up to the end of the nineteenth 
century the foodstuffs and cotton from the 
Amencan West and South performed this 
function, in this way, agnculnire and indus- 
try were hnked 

In the forty years from 1860 to 1900, the 
size of the American farm domam more than 
doubled, also, the acreage under crops m- 
creased, not only absolutely but proportion^ 
ately as well In i860, the capitalized value of 
Amencan farm properties was less than eight 
bilhons of dollars, by 1900, it was a little more 
than twenty billions The Amencan farmer 
possessed a large freehold — the average size of 
the farm svas 147 acres in 1900; he constantly 
added improvements to his farm home and 
buildings, and before the century was oyer he 
was breedmg blooded beef cattle, dairy cattle, 
and hogs, 

Wheat, With the assistance of machmety, 
the wheat lands of America spread out into 
the praines and plains As they did so, the more 
settled regions of the East and the Middle West 
turned to dairy and general farming. In 1859, 
America produced 173 mdlion bushels of 
wheat, with Illinois and Indiana the most im- 
portant wheat-growmg states, in 1899 produc- 
tion was 659 million bushels, with Minnesota 
and North Dakota in the lead In IHmois, In- 
diana, Ohio and Iowa, wheat lands had been 
converted into com fields, and hogs were bemg 
raised for Eastern and European markets. 

The improvement of farming machinery and 
the great mcrease in American agncultural 
productivity came as a result of the perfection 
of the plow and the reaper In the fifties a plow 
with a steel mold-board, capable of turning 
up the tough praine sod, was on the market, 
and in 1870, the Oliver plow, fabneated en- 
tirely of chilled steel, tvas being manufactured 
and sold widely Some slight nonon of how 
improtements in plows, as well as in seeders 
and harrows, facilitated the rapid e.xploitation 
of the virgin soil in the West and made the 
United States for at least three decades the 


granary of the world, may be gained from 
these facts In 1830, it took 31,8 mmutes to 
prepare the sod for a bushel of wheat, in 1900, 
It retjnired only 2 1 imnutes 

The reaper played as significant a role m 
the development of the new agriculture In 
1833, the Hussey reaper made its appearance; 
and m 1834, the McOirmick reaper was per- 
fected Cyrus H McCormick left the Shenan- 
doah Valley of his birth and took his new 
machine west, first opening his factory m Cm- 
Cinnaa and then m 1847 m Chicago, McCor- 
mick sold his reapers on the installment plan 
and before long the great majonty of the farms 
of the prames and plains were using them, 
Pindmg was still a hand process, but it was not 
long before the McCormick machine was ac- 
complishmg this task as well In 1879 appeared 
the Deenng binder, which boutid the sheaves 
of gram with twme There now followed the 
modem threshmg machme and finally the great 
gram combme, which umted the processes of 
harvestmg and threshmg, so that the gram was 
ready for the null before it was entirely pff 
the fields 

The savmg m human labor thropgh the per- 
fection of all these devices was extraordinary, 
In 1900, the amount of labor time needed 
to produce a bushel of gram from begimung 
to end was 10 minutes as compared with the 
183 minutes of 1830 By 1900, American wheat 
farms possessed gang plows, harrows, seeders, 
mowers, self-bmdmg harvesters, and steam en-< 
gines and threshers. How far the mechanization 
of American agnculture advanced is revealed 
by this single fact In 1859 the total value of 
farm implements manufactured was 8 millions 
of dollars, by 1899, it was greater than 100 mil- 
lions pf dollars 

CottOTi The return of cotton to the Amer- 
ican export market also helped m the improve- 
ment of our intemaDonal position The re- 
demption of the Southern states made possible 
the establishment of the share-cropper system, 
and by 1880 share tenancy held the South in its 
thrall Under share-croppmg, the landlord sup- 
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plied the land, the cabin, the mule, the plow, 
and die seed of the renters, and he got one half 
of the money from the sale of the crop. He also 
"furnished” his tenant with meal, meat, and 
molasses during the growing season, deducting 
this indebtedness from moneys due. In view of 
the fact that countt)' mcrcluants were willing 
to lend to planters and supply them, against 
crop liens, the financing of the whole system 
was made possible. The upshot was that cot- 
ton plantings grew and the areas under cotton 
spread west and north over the whole South. 
Before Reconstruction was over, cotton was 
being grown on only 9 million acres; by 1900, 
this had increased to 25 million acres. Tlic cot- 
ton crop of 1859 totaled 4,300,000 bales, with 
Mississippi and Alabama the leading cotton- 
producing states. It was not until 1878 that cot- 
ton once more was being grown in the same 
amount. But by 1899, the cotton crop of the 
United States was 9,400,000 bales, with Texas 
now the most important center of produc- 
tion. 

Cattle. The American cattle industry even 
preceded the appearance of wheat and cotton 
growing in the American West. For some two 
centuries longhorn cattle, which had been 
known to the Southwest since the early days 
of the Spanish occupation, had been bred on 
die Tc.\as plains largely for their hides. The 
coming of the Union Pacific and the Kansas 
Pacific railways into the Western country 
opened the eyes of Texas cattlemen to the pos- 
sibilities of the meat marker of the East. They 
crossed the longhorn cows with imported sires 
and produced a new variety of beef cattle 
which could be shipped into new markets. The 


unfcnccd plains of the public domain, where 
pasturage was bountiful and free for the tak- 
ing, gave the industry even* opportunit)' to 
develop. Cattle were driven northward to the 
railheads of the Union Pacific and here were 
loaded on the trains that took diem to the 
Kansas City and Chicago stockyards. 

During the eighties the long drive length- 
ened as the herds of beef cattle were driven 
into northern Colorado, Dakota, Wyoming, 
and Montana. There followed boom times in 
the cattle industr)' and foreign capital poured 
into the country to permit of operadons on a 
large scale. But by the end of this decade, the 
catde industry — at least as far as the open range 
was concerned — was ended. Overstocking of 
the business had taken place, homesteaders had 
begun to clamor for the fencing of the open 
range; and public quarantine regulations pro- 
hibited the movement of the longhorns across 
state lines. It is also to be observed that more 
and more only yearlings were being shipped 
out and these were being sent into the Middle 
West and even into the East for stocking and 
feeding; and the longhorns were being replaced 
by full-blooded Herefords and Anguses. The 
longhorns had lived their brief colorful career 
on the open range and, .as this was shut off, 
another episode in the history of the American 
frontier was ended. But the stockyards which 
had grown witli the cattle industry — the 
Union Stockyards of Chicago had first opened 
in 1865 — continued to flourish, and the Swifts, 
the Armours and the Morrises, who had made 
their appearance here, continued to expand 
migholy with the American meat-packing in- 
dustry. 


5. INDUSTRIAL CAPITALISM’S VICTORIES 


During the seventies and eighties, the proc- 
esses of making industrial capitalism’s house 
secure went on politically; and its economic 
achievements were equally great. Within a free 
climate, America’s industry reached man’s 
estate before the nineteenth century was over. 

War Bonds and Somid Money. During these 


decades. Republican Treasury officials con- 
cerned themselves with the redemption of the 
war bonds m sound money. Many of these had 
been issued with the stipulation that they were 
to be repaid m coin. In 1873, Congress decided 
that coin meant only gold. In 1878 it declared 
that no new issues of greenbacks were to be 
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made On January i, 1879, the Treasury re- 
sumed specie payments In this way, all those 
who had invested m public and private securi- 
ties during the war years were assured of re- 
turns in a vastly appreciated dollar And Amer- 
ica’s return to the gold standard made it 
possible for European capital to flow here once 
more for mvestment. 

The Tmmeenth Amendment The Four- 
teenth Amendment was utiltted by the Su- 
preme Court for the protection of property 
nghts. Ongmally, presumably, the Fourteenth 
Amendment had been drawn up by the Joint 
Committee on Reconstruction m i86d for the 
purpose of safeguardmg the avil nghts of 
Negroes. Section one of the amendment in- 
cluded this significant sentence ‘'No state shall 
make or enforce any law which shall abndge 
the pnvileges or immumnes of citizens of the 
United States, nor shall any state depnve any 
person of life, liberty, or property without due 
process of law, nor deny any person within its 
jurisdiction the equal protection of the laws ” 

In the begmning, it was generally assumed 
that the concept of “due process” had only a 
procedural intention Indeed, in early cases m 
which the Fourteenth Amendment was ap- 
pealed to as an authonty (notably the Slaugh- 
terhouse cases of 1872 and the Granger cases of 
1876) the Supreme Court had so held But as 
a result of the claim of Roscoe Conklmg (a 
member of the Joint Comnuttce) when he ap- 
peared before the Supreme Court m 1881 and 
stated that the Joint Committee was mterested 
not only in Negro civil rights but equally m 
protecting property rights from confiscatory 
state legislation, the Supreme Court began to 
shift Its ground Bcginnmg with 1886, there- 
fore, the concept of “due process” was given a 
substantiic interpretation, that is, it came to 
be regarded as a limitation upon government 
in connection with the substance of legislation. 
In effect, federal courts began to find that the 
narural and inalienable nghts of the person to 
life, libcrtf, and property could not be 
abridged Thus, the individual businessman 
or the corporation (also regarded as a “per- 


son” under the first secnon of the Amend- 
ment) could contmue unhampered, secure m 
his property rights and protected against level- 
ing Icgislanon The fact is, up to the 1930s, the 
Supreme Court connnued to function m terms 
of such a reading of the concept of “due proc- 
ess”, and It was not until a new bench ap- 
pointed by Frankhn D Roosevelt began to 
revert once more to a more limited procedural 
interpretation that the power of the states to 
limit and control property came to be recog- 
nized 

Monopolists m the Fubhc Domam The 
quick di^osal of the pubhc domam made pos- 
sible not only the nnhzanon (and wasting) of 
vast natural resources m timber and minerals 
by the new industrial capitalists, it also cre- 
ated means by which the railroads could ob- 
tam revennes quickly for the purposes of con- 
structing and expandmg their ^sterns It is 
true that the Homestead Act of 1862 opened 
the pubhc domain to free settlement and that 
large numbers of freeholders benefited from 
the governmental largess It is equally impor- 
tant to observe, however, that an even greater 
proportion of Western settlers entered the 
pubhc domain by purchase Thus, the public 
land system led to sprculanon, monopoly, and 
fraud, m fact, up to the nmeaes, the Cicneral 
Land Office was woefully mefficient and the 
willmg tool of the land jobbers 

Thus, great fortunes were built up by land 
speculators and monopolists Moreover, fac- 
tory farms made their appearance to utilize 
machinery and rmgratoty labor, under highly 
undesuahle working conditions. Many of these 
so-called bonanza farms failed before the nine- 
teenth century was over, but enough survived 
to pomt up the evils of this kind of absentee 
wealth. However, it is important to have in 
mind, that estates — ^Europcan style, scaang a 
large landless peasantry— did not emerge, land 
operators wanted only to sell, and they sold at 
low pnees Had the pubhc domain been care- 
fully safeguarded, modern Amcnca could not 
have eroeigcd 

Buildmg the Rttdroads. The railroads m par- 
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ticular profited from the generous land policy 
of government. Between 1830 and i8()0, only 
some 30,000 miles of railroad track were laid 
down in the Umted States. By 1900, the United 
States could boast of 193,000 miles of railroad 
line, more than the combined mileage of all the 
European nations. The advance of the railroad 
industrj^ in the United States was the result of 
a combination of many forces' (1) The huge 
grants of land from the public domain to the 
companies building westward from tlie Missis- 
sippi River to the Pacific Coast played their 
parr. In ume the Federal government pemutted 
railroads to patent 131,400,000 acres of tlie 
public domain. Revenues obtamed from the 
sales of these lands made possible the financing 
of a good part of railroad construcuon. (2) 
Real economies in railroad management took 
place, necessitated by reduction in rate sched- 
ules arising out of early railroad competition 
and then later railroad regulauon by the states 
and the Interstate Commerce Commission. (3) 
Many railroads bought into coal lands and 
coastwise shipping fleets By these devices, rail- 
roading was also able to reduce substantially 
Its costs of operaaon. (4) Improvements in 
operation and services occurred, by the utiliza- 
tion of steel rails, the adopuon of the dining 
car and Pullman sleeper; and the invention of 
the Westinghouse airbrake and the block sig- 
nal sj'stem. Railroads also were the first agen-- 
cies to span the great rivers of the American 
West. Thus, the country was getting an effec- 
tive railroad system At the same time, early 
manipulation by promoters and, beginning 
with the nineties, control of the railroads by 
the investment bankers made possible the build- 
ing up of some of the country’s greatest for- 
nines. In fact, before the rise of Carnegie and 
Rockefeller, the persons who left really great 
estates in America were men like the Vander- 
bilts and the Goulds. Some had obtained their 
fortunes by honest railroad construction, some 
simply by stoclcwatermg. 

The combination of lines mto rail systems 
was the work of the enterprisers of this period. 
Th? first great American railroad man to ap- 


-pear was Cornelius Vanderbilt, who entered 
the industrj' after he had already become 
wealthy in steamboats. In i860 Vanderbilt set 
to work to erect the New York Central sys- 
tem, and by 1869 he was operating a unified 
trunk line running from New York Qty to 
Chicago Also in 1869 he recapitalized the sys- 
tem at 86 millions of dollars, adding by a single 
stroke a book value of 42 millions to the prop- 
erties of the company. But Vanderbilt was a 
far-sighted railroad manager- he double- 
tracked his lines, led the way in the use of steel 
rails, threw modern bridges of steel across em- 
bankments and rivers, and acquired for his rail- 
road the Grand Central Terminal at New York 
City. Other important systems built up in the 
East in this period were the Pennsjdvania Rail- 
road, the Baltimore and Ohio, and the Erie. The 
first two followed the example of the New 
York Central Railroad and added significantly 
to their improvements. The third fell into the 
hands of Jay Gould and other manipulators 
and became a football of stock-market specu- 
lation. 

ITie great Western railroads received, as has 
already been pointed out, subsidies from the 
government in the form of land grants and 
loans. This was true of the Union Pacific, the 
Centra] Pacific, the Great Northern, the 
Northern Pacific, the Kansas Pacific, and the 
Missouri Pacific, Into the history of the Great 
Northern (and later, the Northern Pacific) 
entered James J. Hill, who succeeded in build- 
ing up a mighty empire of railroads, timber 
properties, and farm lands in the Northwest, 
Like Vanderbilt before him. Hill was a rail- 
road man first and a promoter second, and he 
created a vast s}'stcm and opened up the North- 
west country to settlers. 

It has been said that the land-grant railroads 
patented a total of 131,400,000 acres. If to this 
amount are added the grants made by the states, 
the whole acreage thus turned over probably 
came to at least 180 millions of acres — a domain 
approximately the size of the state of Texas, If 
a nominal value of only two dollars an acre is 
placed on these lands, this form of subsidy to 
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the Western railroads reached the impressive 
total of 360 mdhons of dollars The actual 
money grants made to the railroad builders 
ivere'cvcn greater, in fact, a conservanve esti- 
mate has placed the amount thus received from 
all public sources at 700 millions of dollars By 
1870 when this form of aid had largely ceased, 
pubhc financing had contributed at least two 
fifths of the cost of laying down the Amencan 
rails 

The role of European capital m the railroad 
construction was also of the first importance 
The bonds of the Amencan rails for the most 
part were sold in England, Germany, and Hol- 
land The result was that in 1900 of the $3,300,- 
000,000 worth of Amencan secunaes held 
abroad at least three bdhons represented owner- 
ship of Amencan railroad secunnes, In 1900, 
the capitabzaoon of the Amencan radroads was 
put, by the Interstate Commerce Commissioa, 
at $11,500,000,000 Without public help and 
foreign capital, the Amencan railroads could 
not have been built. 

Tariffs The protective tanff system, 
adopted by the Civil War Repubhean Con- 
gresses, was continued throughout the whole 
of this period, The fact is, up to iSgd (except 
once in 1888) Republicans and Democrats 
were m substantial agreement on the necessity 
for maintaining protecnomsm for American 
industT)’. Efforts at tariff revision downward 
—and here only Democrats in the House re- 
mained true to then party’s traditional position 
— were uniformly unsuccessful For example, 
the tariff bill of 1875, calling for reductions, 
was a Democratic measure, but it never got out 
of the House. In 1884 and again in 1886, de- 
spite the fact that the Democrats once again 
controlled the lower House, bills to lower 
tanff schedules were killed on routine motions. 
Only once, m 1888, did the leadenhip of Qevc- 
land sceV. to assert itself. The President called 
upon a Democratic majonty in the lower 
House to reduce the tanff rates of 1883, He 
was vorricd over the surplus in the Treasury. 
It stood at more than one hundred millions of 
dollars The tanff bill of 1888 sought to reduce 
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dutits on pig iron and cotton and woolen , 
goods, and vastly amplified the free list But 
the Senate of 1 888 was a Repubhean one, and it 
therefore wrote a high protective tanff bill 
which the House Ways and Means Committee 
at once rejected 

The Repubhean victory in the next elccnon 
led to the wntmg of the McKinley Tariff Act 
of 1890, which pushed rates upward to levels 
not previously attained The wool and woolen 
schedule, the heart of the tariff, was strength- 
ened, the rate on steel rails was raised, the duty 
on refined sugar was placed at one half a cent 
a pound, raw sugar was put on the free bst. The 
tanff law was unpopular and the Republicans 
lost the presidency and both houses of Con- 
gress m the election of 1892 Now, for the first 
time since the Civil War, the Democrats were 
in a position to redeem their campaign pledges. 
The result was, the Wilson tanff bill, when it 
left the House on February i, 1894, did pro- 
vide for reduction downward Also it inclufied 
a provision establishmg an mcome tax of 2 per- 
cent on all mcomes in excess of $4,000 Qeve-* 
land, however, was not m a posinon to crack 
the whip over the Senate The fact is. South- 
ern Senators, seekmg to safeguard their re- 
gional interests in sugar, coal, and iron, were 
recalcitrant. They jomed forces with the Re- 
publicans and the coabaon wrote a high tanff 
bill The House, although its mdignaoon was 
great, was compelled to accept the Senate bill 
and Qeveland permitted it to become a law, 
The Democrats were further hmnihated when 
the mcome ta.x section of their act was declared 
unconstitutional by the Supreme Court in 1895, 
Thus, protecnomsm cut across party Imes, 

The AchievemeiHs of American Industry, 
From the Qvil War up to the nineties, there- 
fore, many forces combined to favor the new 
leadership which had emerged in Amencan in- 
dustry Tanffs protected the infant mdustries, 
TTie domestic market grew vastly, thanks to 
the complenon of the railroad net and the m- 
pounng of great numbers of immigrants. An 
c.xpandmg agriculture fed well the native pop- 
ulation and also created surpluses to pay for 
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imports of raw materials and scmiproccsscd 
goods and to malvC possible the nieeung of in- 
terest charges on foreign borrowings The 
opening up of the public domain made readily 
asailablc great stocKs of raw materials — clum- 
ber, iron, coal, petroleum, lead, copper and 
silver. 

With American industry under an aggres- 
sive and imaginative leadership, productivity 
increased by leaps and bounds. Inventions and 
new processes appeared in an unending stream, 
notably assisting the progress of the country’s 
two great capital goods leaders of uron and 
steel and machinery. By the 1880s, Americans 
were already familiar with the following: me- 
chanical reapers, mowing and seeding ma- 
chines, and the steam plow, the Bessemer proc- 
ess for making steel rails, electroplating and 
the electrotype, the steamhammer, the steam 
excavator, and the steam drill; dynamite, the 
sewing machine; the use of the electric light 
and the electric dynamo; the compound steam 
engine; the rotary printing press, hydraulic 
lifts, cranes, and elevators; and the industrial 
use of mckel, cottonseed oil, natural gas, and 
petroleum products. 

In 1860, the capital invested in American 
manufacturing was one billion dollars; in 1900 
It was almost ten billions. In i 8 < 5 o, the value of 
American manufactured products was not 
quite two billions of dollars; in 1900 it came to 
thirteen billions of dollars. In i860, there were 
only 1,300,000 wage earners in American man- 
ufacturing, in 1900 their numbers had in- 
creased to 5,300,000. Nothing demonstrated 
more impressively the great advances of the 
new machine age in Amenca than die produc- 
tion of basic raw materials. The following 
figures really tell die story of America’s indus- 
trializadon. 

Production in America 

i860 1900 

Anthracite coal (short tons) 9,620,000 60418,000 
Bituminous coal (short tons) 6,013,000 193,323,000 
Crude petroleum (barrels) 500,000 57,071,000 
Pig iron (long tons) 751,000 13,621,000 

Crude steel (long tons) 10,000 10,640,000 


It was no wonder that the national income 
increased from $2,380,000,000 in 1850 to $19,- 
360,000,000 in 1900, and that over the same 
fifty years the real income per head of the oc- 
cupied population almost doubled. Tliat is, in 
the earlier year it was S787, and in the later 
year, $1,388. This was the work of America’s 
first generation of industrial capitalists — the 
Camegics, Rockefellers, McCormicks — who 
were bold and ruthless innovators and enter- 
prisers, They plowed back savings into capital 
plant; they introduced the new technology; 
they engaged in cutthroat and unfair means of 
competition. But they lowered costs and pnees 
and kept wages high. They made great for- 
tunes, and they enriched America in the proc- 
ess. Under their leadership — with government 
standing by passively — there were periods of 
roaring business booms and bad recessions. 

The Course of Busbtess. With the conclu- 
sion of the Civil War, the resumption of for- 
eign trade, and the adoption of sounder fiscal 
policies by the Federal government, the war 
inflation began to recede. One of the impor- 
tant characteristics of the period was the con- 
tinued decline of wholesale commodity prices. 
It was not until 1878 that prices were once 
more restored to their i86o levels; and then 
they went steadily downward. From 1878 to 
1896, prices dropped 25 percent. Price move- 
ments were not uniform, of course, declining 
most sharply in wheat and flour, textiles, and 
iron and steel. From 1866 to 1897 the price of 
pig iron, in gold, fell from $33.26 to S12.10 per 
ton; and the price of Bessemer steel rails over 
the same period, also in gold, fell from $120,18 
to $18.75 The tapering off of gold 

production throughout the world may have 
had something to do with price decline, but 
more important was the lowering of costs due 
to technology and superior management. 

The workers of America benefited, as a re- 
sult. Nothing throws more light on the ad- 
vances industrial America was making than 
the index figures for real wages. From i860 to 
1900, the real wages of the American worker 
doubled. 
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All these were signs of growing up, but busi- 
ness in Amtnca had its ptnods of recession 
and depression as well as those of expansion 
and boom At the basis of depression dunng 
these years undoubtedly were to be found the 
following general causes (i) Frontiers were 
being pushed out too hastily, that is to say, 
there were many speculative investments as 
well as legitimate ones. This notably was true 
of the railroadmg mdustry (a) The made- 
quacy of the American finannal mechanism, 
which did not contain adequate controls over 
bank reserves and the discount rate, played 
into the hands of speculative promoters and 
mampulators. (3) The underpnvileged posi- 
tion of agnculture — because agncultural pnees 
dropped much more sharply than did the cost 
of things the farmers bought — from time to 
time removed an important sector of the 
American consuming pubbe from the markets 
for goods and services. 

A downward turn m the business cycle took 
place following the end of the Qvil War, but 
It was due to the inevitable adjustments re- 
quired of wartime industries From 1868 to 
1870 revival and boom once more appeared, 
with railroad construction (employrag most 
of the capital goods mdusmes) showmg the 
way In 1868, 3,000 mdes of new track were 
laid down, by 1871, new construction was pro- 
duang 7,000 miles of radroad But by 1873, 
M ith building slowing dotvn, the heavy indus- 
tries were working below capaaty A poorly 
funcaonmg banking system and America’s un- 
favorable balance of trade — ^European loans 
were really financing American purchases 
abroad — ^were the other important reasons for 
the onset of depression It lasted up to 1879 

The close connection between European fi- 
nance and the Amencan money centers has 
already been indicated In the spnng of 1873, 
pnics had hit many of the European con- 
tinental ciacs; and, in England particularly, 
money had become suddenly aght. Europeans 
owmng Amcncan rail sccunties began to sell, 
bank balances here were also bemg withdrawn. 
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The Amencan banking houses closely tied to 
European finance could not stand the strain 
Speculation, too, played its part, so that the 
country’s bank reserves, deposited m New 
York City’s banks, were out at call supportmg 
the sccuntv markets With the withdrawal of 
the reserves by banks from New York, the 
plugs were pulled out and secunty values col- 
lapsed 

The Depresnon of It was no aca- 

dent that Ae firm which had brought so much 
European capital mto Amenca — that of Jay 
Cooke and Company of Philadelphia and New 
York — should go first Its New York offices 
closed their doors in September, 1873, 
brokerage houses quickly follow’ed suit. Rail- 
road bankruptcies now multiphed The Netv 
York Stock Exchange shut down, and com- 
meraal failures mcreased enormously. Before 
1873 was over, 500 such failures were reported, 
involvmg habihties of 228 rmlbons of dollars 
As for the rails, 89 were in default on bond 
issues worth 400 milhons of dollars The de- 
pression contmued for sw years railroad build- 
mg virtually stopped, the unemployed reached 
at one time a total of three milhon, immigra- 
tion slowed down, pnees dropped almost 30 
percent, and there were widespread vagrancy 
and senous mdustnal conflict. 

Out of this depression emerged a revitahzed 
capitalism, and it connnued its upward career 
After 1879, the Umted States possessed a fa- 
vorable commodity balance, also, thanks to 
European crop failures m 1879, 1880, and 1881, 
foreign gold once more poured mto the coun- 
try. Railroad construction was resumed, farm- 
ers, with more purchasing power as a result 
of better pnees, bought new equipment, the 
iron mdustry began to build neiv furnaces for 
the making of steel, and the capital goods in- 
dustries once more were e.vpenencing revival 
By 1883, ivhcn the boom was again m full 
swing, new railroad construcDon came to 
11,600 miles In 1884 and in 1888, there were 
bnef recessions, but recovery was immediate 
and business contmued good until 1893. 
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A. FARMERS AND WORICERS 


The Springs of Western Unrest. Tliesc re- 
current booms and depressions and the oppres- 
sive racDcs of railroad men, along with the 
inadctjuacics of farm credit, accounted for tlie 
appearance of unrest among Western farmers. 
It is true that during the seventies, eighties, 
and nineties, although American agriculture 
was expanding its horizons constantly, it was 
operating at small profits or none at all. The 
American farmer was being sustained in real 
measure by die constant appreciation of his 
lands. In Nebraska, for e.\ample, in the twenty 
years from 1870 to 1890 the price of farm land 
u'cnf up /rom seven dollars to thirty dohars 
an acre. The farmer’s capital, then, was in Iris 
land and improvements, and only because these 
were steadily mounting in value could he keep 
his head above water. The high value of his 
land permitted him to convert his floating debts 
into mortgages, with the result that farm mort- 
gage indebtedness was becoming heavier every 
year. In the corn belt, in the ninedes, it was 
nothing unusual for the mortgage burden to 
average well over one third of the total capital 
value of the farm plant. This situation, in short, 
strikingly reveals the dilemma tliat was at the 
basis of the agrarian problem of the period. 
Agricultural prices were falling and credit was 
aght, and, for this reason, a larger and larger 
proportion of the farm dollar had to go to the 
mceung of debt charges and tax payments. 

The farmer had other enemies. He num- 
bered among diem the railroads with their 
high rates for carriage and their discrimina- 
tions in favor of the large shipper; the tariff- 
protected manufacturers, who were refusing 
to pass on to consumers all the economics ef- 
fected by the decreasing of costs and the low- 
ering of prices; the bankers and money lenders, 
who were refusing to lend the farmer on his 
crop and who M'cre also charging high mtcrest 
rates on mortgages; and governmental officials, 
because the greater burden of taxation was 
placed on rcalt)’' values and not on income or 


personalty. Farm programs, therefore, called 
for a better control of railroad rates, the check- 
ing of monopolies, changes in the system of 
ta.\adon, the easing of rural credits, and the 
erection of government elevators and ware- 
houses for the storing of agricultural sur- 
pluses, against which negotiable warehouse 
receipts might be issued. These were die eco- 
nomic demands of the American fanner in the 
middle seventies, in the eighties and in the nine- 
ties. Farm agitation sometimes seemed to em- 
phasize entirely currency reform. Farmer 
groups were advocates of Grecnbackism and 
free silver, it is true; but essentially these de- 
mands for inflation represented not so much 
an interest in the raising of prices as they did 
a desire to increase the available currency re- 
sources of the country in order to make rural 
credits easier. The fact is, the heart of agrarian 
discontent was to be found in the deficiency of 
short-term and long-term credit. 

Qreenbackistn. The Federal government’s 
monetary policy of the late sixties, particularly 
the limitation on the volume of greenback cir- 
culation and the guarantee of the payment of 
the war bonds in coin, accounted for the ap- 
pearance of Greenbackism in politics. In 1868, 
the Democratic party endorsed the idea of 
the unlimited printing of paper money. But 
agrarians, and their urban supporters among 
the trade unionists, xvere not satisfied with this 
e.vpression of interest. In 1872 there was or- 
ganized an independent party called die Na- 
tional Labor Reform party. Its program called 
for the abolition of the national banks, “a true 
national currency," and repudiation of the gov- 
ernment’s funding program. It named a presi- 
dential candidate in that year, but made only 
a slight impression upon the electorate. Green- 
backism, however, was too real an issue to be 
dropped. In November, 1874, another group, 
this time made up largely of farmers, created 
a second national independent party. In 1876, 
nominating the philanthropist Peter Cooper of 
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New York as itS candidate, it adopted a plat- 
form which concerned itself almost entirely 
with financial matters But agam the vote polled 
ivas small. 

The cononuance of the depression through 
the seventies strengthened the determination 
of the agranans to go on, and in 1878 the 
Greenback Labor party was launched. In the 
elections of that year. Greenback candidates 
polled fully a milhon votes and sent fourteen 
of their numbers to Congress In 1880, the 
Greenbackers named General James B Weaver 
of Iowa for the presidency and received 308,- 
000 votes, most of which came from agrarian 
communities m the West and South But by 
18S4, Grcenbackism had largely waned and it 
did poorly m this election and in that of 1888, 
The platform of 1888, however — this time un- 
der the banner of the Union Labor party — ^sVaS 
much wider m scope than the customary one 
of Greenback demands, in fact, it was the im- 
mediate precursor of that of the People’s patty 
of 1892 It opposed land monopoly, the impor- 
taaon of contract labor, and the reopemng of 
free Chinese immigration. It advocated gov- 
ernment ownership of radroads and telegraphs. 
It called for a graduated income tax, and it de- 
manded woman suffrage and the direct elecaon 
of United States senators But labor was apa^* 
thctic and the Umort Labor party drew its 
strength almost entirely from the Greenback 
country Its candidate polled only 145,000 
votes. Tlie Greenback agitation disappeared 
from the political scene with this failure, and 
some of its leaders moved over into the Pop- 
ulist camp 

Grangeriwi. Another source of agrarian un- 
rest, as has been said, was to be found in the 
Oppressive tactics of the great railroad corpora- 
tions. Railroad rebates and discrimination 
prompted American agranans in the early 
seventies to enter politics and to seek reform 
of the railroad industry, and they did this 
through the agency of a farmer organization 
called the Patrons of Husbandr)', but more 
popularly known as The Grange TTie Grange 
had been founded m iSOB ns a secret society de- 
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voted to the betterment of agnculture. By 
1874, the order had 1 5,000 local branches and 
a membership of one and one-half milhort 
farmers The founders of the society, from the 
begmmng, preached the doctrmes of producer 
and consumer cooperation, and many such ex- 
periments were started Cooperative retail 
stores were particularly numerous Unfor- 
tunately, due to inefficiency of management 
and unfair compenaon, most of these early ex- 
periments m agricultural cooperation faded 

Although the Granges ostensibly were non- 
pohocal. It was hard to keep the Western farm- 
ers from creating political organizations. In 
1873 ^d 1874, m eleven Western states, farmer 
parties named start and local tickets and re- 
turned large delegations to the legislatures It 
Was within these bodies that the first enact- 
ments for the control of railroads and ware- 
houses Were written In Illmois, for example, a 
Senes of laws was passed which provided for 
the establishment of a radroad commission to 
prepare schedules of rates and to outlaw dis- 
crimination between persons and places; the 
Commission’s rubngs were to be regarded as 
pnma facie evidence of reasonableness By 
statute, or by cortstiturional amendment, sim- 
dar attempts took place m the states of Iowa, 
Wisconsm, Mmnesota, Missouri, Nebraska, 
and Cahforma, and In many of the Southern 
States. Legislation was passed against the pass 
cvd, short-haul abuses, poolmg, and other rail- 
road practices 

In 1876 — ^refusing to be limited by the due 
process clause of the Founeenth Amendment 
— the Supreme Court declared the Grahgef 
laws constitutional. In teviewmg a number of 
Cases, ansing out of the Ulmois, Iowa, Min- 
nesota, and Wisconsin railroad acts, the Su- 
preme Court laid down the following pnn- 
ciplcs of state acoon A state might regulate 
a business of a public nature, paruculatly one 
in which there were to be found the elements 
of monopoly. The tight to regulate had not 
been contracted awav unless the legislature 
had specifically so declared Poivers of regtda- 
non rested with the legislature and not the 
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judiciary. The courts could not pass in review 
the exercise of the regubtory power by the 
legislature. In other words, the courts were 
not competent to review the question of the 
reasonableness of rates fixed by the legislature 
or by their agencies. If there were legislaove 
abuses, said Chief jusdee Waite, in writing the 
decision m Munn v. Illinois, then the polls were 
the refuge of the people and not the courts. (It 
is intcresdng to obsen'c that the Supreme 
'Court, under the New Deal, came back to this 
doctrine after more than fifty years of judicial 
interference.) 

But the Granger laws did not surt'ive. A 
number of diem were repealed by legislatures. 
In addition, the followmg factors increasingly 
were rendering them inoperauve- (i) There 
was a complete lack of techmeal skill on the 
part of the persons invested with the problems 
of regulation. (2) The hostility and the inge- 
nuity of the railroad managers were more than 
enough to offset the zeal of the farmer com- 
missioners. (3) The financial depression of the 
seventies checked railroad construction and 
made the West apprehensive lest too drastic 
restraints put a stop to new building altogether. 
(4) The rare wars of the late seventies resulted 
m the permanent lowering of freight charges. 

By 1880, better prices for farm products, 
lower freight rates, the failure of many of the 
cooperatives, and the virtual disappearance of 
the Patrons of Husbandry all contributed to 
the general result. Finally, in 1886, in the case 
of the Wabash, St. Louis and Pacific Railroad 
Company v. Illinois, which had been decided 
by the Illinois courts along the hnes of the 
Granger cases, the Supreme Court reversed 
the pnnciple of the 1876 decisions, and once 
and for all declared that the states had no right 
to regulate interstate commerce or interfere 
with traffic moving across their borders. Their 
junsdiction e.\tended solely and c.\'clusively 
over intrastate commerce, relief could come 
only through Congress in legislation of a na- 
tional character. This was the immediate back- 
ground for the passage of the Interstate Com- 
merce Act of 1887. 


Silver. The whole silver debate is significant 
for this reason: with the failure of the agitation 
for an expanding paper currenev, silver be- 
came the chief reliance of the agrarians m their 
quest for cheap money and hence easier credit. 

In 1873, after having debated the quesuon in 
perfunctoty fashion, Congress enacted a new 
mint act. Hidden away in a long and involved 
piece of legislation u'as a clause which, in ef- 
fect, permitted the suspension of the minang 
of silver, for the statute ormtted the silver dol- 
lar from the list of coins. This was largely due 
to the fact that, for the twenty years preced- 
ing 1873, silver had not been taken to the 
mmts of the Umted States because its price was 
higher than the rauo of sixteen to one fixed by 
Congress m 1S37. About this time, however, 
that IS to say in the middle seventies, the sil- 
ver production of the world began to increase 
M’ith the discovery of new lodes in Colorado, 
Nevada, and Utah Silver was no longer at a 
prermum but was worth less than gold. In 1874, 
the ratio fell to 16.7 to i; and in 1874, it was 
at 18 to 1. Now It became profitable to mint 
silver dollars; but when the possessors of silver 
bullion took their stock to Treasury offices 
they found that the law of 1873 had demone- 
tized silver. Thus arose the outcry of “the 
crime of 1873” — ^for which there was no real 
evidence as far as the intention of Congress 
was concerned. Yet the subject became a favor- 
ite theme of silver orators and was used with 
telling effect among agrarian audiences, par- 
ticularly this was so as it became plain that 
only through silver could currency expansion 
take place. 

During the late seventies, the eighties, and 
the early nmeaes, almost every Congress was 
to see presented bills calhng for the unlimited 
coinage of silver, first at the rauo of 16 to i, 
and then, as silver dropped in value, at any 
ratio. Congress finally succeeded in writing 
two laws, one in 1878 and another in 1890, but 
both called for limited coinage. The Bland- 
Allison Act of 1878 provided that the Treas- 
ury was to buy up to four million dollars in 
silver bulhon monthly, at the market price. 
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for coinage into dollars Against these dol- 
lars, the Treasury was to issue silver certifi- 
cates Dunng the twelve years that the law was 
m operation, the Treasury added $378,000,000 
to the country’s currency in this way 

Here the matter rested until 1890, when, as 
a result of continued agitation, the Sherman 
Silver Purchase Act was passed This law was 
somewhat more liberal than its predecessor, 
for It authorized the Treasury to purchase 
monthly 4,500,000 ounces of silver bulhon for 
coinage into dollars The new act called for the 
issuance of Treasury certificates and not silver 
certificates, and these were to be treated as legal 
tender except for the payment of customs du- 
nes and interest on the pubhc debt. Thus the 
law not only provided for mote silver comage 
but It placed gold and silver on a panty because 
the Treasury certificates, m view of the fact 
that they were full legal tender, could be re- 
deemed in either gold or silver The fact is, 
because of the continumg dechne m the value 
of silver, for the three years of the law’s opera- 
tion the Treasury purchased the full output 
of American silver mines. 

The repeal of the Silver Purchasing Act in 
1893 — largely because of the insistence of 
President Qcveland — once more led to a re- 
vna! of the silver agitadon The demand for 
unlimited coinage, as well as many other of 
the monetary and banking ideas of the earlier 
agrarian pames, now became the concern of 
the Populists These the Democratic party took 
over in 1896, and now the embattled farmers 
of the South and West really were in a posi- 
tion to challenge senously the dommation of 
industrial capitalism in the United States. 

The WerLers Thus, the infenor posinon of 
the nation’s farmers, the workers — organiza- 
tionally, at any rate — fared no better The 
Civil War brought no gams for the country’s 
lahonng populaoons It is true that a series of 
nauonal unions emerged m 1861, the miners 
formed one, in 1862, the ironworkers, in 1863, 
locomomc engineers, in 1864, agarmakers, 
and in 1865, carpenters, bneklayers, painters, 
heaters, and coachmakers But the unions did 
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not succeed in raising wages (mdeed, as we 
have seen, real wages dropped during the Qvil 
War), nor ucre they able to set up power- 
ful national bodies In consequence, workers 
in these trades were isolated and, because there 
had yet appeared no real machmery to make 
for succe^ul collective bargaimng, they 
quickly lost their solidanty The depression 
of the seventies took a heavy toll of trade 
umonism, when it ended there were survivmg 
only a half dozen national umons with a mem- 
bership of less than 50,000 

Efforts to consohdate umons mto a national 
confederation also were unsuccessful, the Na- 
tional Labor Union, the most important con- 
federation, appeared m 1868 and by 1872 had 
disappeared Its leadership was of the same 
reformist character that had sought to speak 
for the workers in the forDes Entermg mto 
pohacs as the National Labor Reform party. 
It spoke only with the tongue of agranan- 
ism 

Kmghts of Labor For about eight years — 
from 1878 to 1886 — American labor had a 
spokesman Through the Noble Order of the 
lights of Labor, which became a powerful 
pressure group, workers were bemg urged to 
combme and to fight for improvement m 
working condiuons and their release from the 
factory system. The Kmghts did not under- 
stand fully the benefits of trade tmionism, 
rather, they accented cooperation and legisla- 
tion But they did articulate workmg-class 
needs and hopes, and they demonstrated that 
American workers could combme on a na- 
tional scale 

The Kmghts of Labor had its beginmngs m 
Philadelphia in 1869, when it appeared as a 
secret society made up of a handful of gar- 
ment cutters Its first leader tvas Unah S. 
Stephens, its so-called local assembhes were 
organized on craft lutes. As it penetrated into 
smaller communities, the assemblies became- 
of a mixed character so that all producers— 
even small manufacturers — ^tvere welcomed 
into the fold This, m fact, tvas the outstand- 
ing structural charactensuc of the Kmghts 
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It was “onc-hig-unionism" rather than “craft 
unionism” or “industrial unionism.” Making 
an especial appeal to the unorganized and the 
unskilled — including women and Negroes — 
and possessing an effective ritual as a secret 
society, the Knights began to widen its influ- 
ence. 

In 1878 and 1879, it became a force to be 
reckoned with for in these years it abandoned 
secrecy — largely at the prompting of the 
Catholic Church— set up its General Assembly, 
and chose Terence V. Powdcrly as its Grand 
Master Workman. From 1880 to 1886, the 
Order expanded enormously and in this latter 
year had 730,000 members. 

But more and more the Knights was eschew- 
ing the tactics of a modem trade union move- 
ment. Powderly preached the doctrine of col- 
laboiation, gave his consent to strike activities 
only reluctantly; and never assisted the local 
assemblies in the establishment of strike funds 
or the payment of unemployment benefits. He 
stressed reform and utopianism rather tlian in- 
dustrial struggle- the setting up of producers’ 
cooperatives, government ownership of rail- 
roads, the abolition of national banks, and wel- 
fare legislation. As a pressure group, the 
Knights had considerable influence- it was in- 
strumental in putting an end to the importation 
of foreign contract labor and in having estab- 
lished the office of the federal Commissioner 
of Labor. But it could not win strikes, and this 
led to an increasingly cridcal attitude on the 
part of the skilled craft workers. The Hay- 


market Affair of 1886 — with which the Order 
u as not in any way associated — also tended to 
undcnninc its prestige. 

Aijiertcnij Fcdcrntiov of Labor. The tardy 
support of the eight-hour agitation by the 
Knights of Labor leadership bitterly antago- 
nived die more advanced workers. The Fcdcra- 
uon of Organized Trades and Labor Unions, 
made up largely of the skilled crafts, had ap- 
peared in 1881. It had demanded a general 
strike on iMay i, 1886, to force the acceptance 
of the eight-hour day. Radicals helped in the 
formation of eight-hour associations in all the 
large cities, and the general strike brought out 
more than 200,000 workers all over the land. 
This success, and the gaining of the eight-hour 
day by many workers, weakened the Knights 
and strengthened the American Federation of 
Labor (which took this name in 1886 and re- 
placed the earlier federation). 

Led by Samuel Gompers, its first president, 
the American Federation of Labor appealed 
only to the skilled crafts. It taught the need 
for friendly benefits, strike funds, and con- 
stant agitation; it stressed voluntarism — ^gains 
through its ou'n efforts and without the inter- 
vention of government; and it led strikes and 
won them. By 1900, the craft unions affiliated 
with the Federation, instead of succumbing 
before the depression, had a membership of 
half a million. Labor now had its own militant 
leadership; and for a short time it was able to 
challenge the supremacy of America’s indus- 
trial capitalists. 


j. ISOLATIONIST AMERICA 


With tlie end of the Civil War, die aggres- 
sive e.xpansionism, which had been so charac- 
tcrisdc of American rcladons with the out- 
side world in die fifty years preceding, now 
seemed happily terminated. Apparently, the 
American people were content with their con- 
quest of the condncntal domain and were only 
too willing to devote all their energies to us 
settlement. Isolation became not only the chief 
characteristic of foreign policy; it was also a 


state of mind that the whole American people 
shared. The record of the years up to 1898 
was not a distinguished one, but, at any rate, 
the United States had no designs on other peo- 
ples and it remained at peace with the world. 
Not that there were no voices raised calling 
upon the United States to fulfill its desuny and 
spread its message broadcast over the earth. 
But these counsels were of a sentimental na- 
ture. Another generation had to conie tp ma- 
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furity — the Mahans, Roosevelts, Lodges — be- 
fore the Amcncan people Avere ready to 
embark on oversea advenwres Amencan 
Presidents and their Secretaries of State Avere 
called upon to consider many problems Some 
they handled with skill, m some they blun- 
dered badly But, on balance, the United States 
emerged with the growmg respect of all na- 
tions. Wc ended by bemg accepted as one of 
the Powers 

United States md Latin Antenca. The first 
Amencan Secretary of State to turn senous 
attenoon to Latin Amenca svas James G 
Blame, who held this post during March to 
November, i88i, in Garfield’s administration 
Blaine sought to employ the good offices of 
the Umted States for the purposes of preserv- 
ing peace among the Latm American countnes 
and to prevent foreign mtervenoom He was 
beginning to lay his plans for the meeting of a 
Pan Amencan conference when Garfield's 
death led to his removal. 

In 1889, once more m the State office. Blame’s 
scheme was earned out successfully On Octo- 
ber a, 1889, there assembled at Washmgton the 
delegates from seventeen of the eighteen Latin 
Amencan nations for the first Pan Amencan 
Conference, with Blame m the chair. The 
achievements of the conference were of no 
particular importance It set up a Bureau of 
Information at Washington, Avhich came to 
be called, subsequently, the Pan Amencan 
Union, and it did talk, although without im- 
plementing these discussions, about the adop- 
tion of an arbitration convention But it had 
created a pattern, and frequent meetmgs were 
to take place dnnng the next half century By 
the 194QS, so completely had the leadership of 
the United States been accepted, the naoons 
of the Western Hemisphere sverc bound to- 
gether in common programs of defense and 
political action. 

United States and Great Bntain Dunng the 
sevenoes, eighties, and nineties, the United 
States was less successful in its relations with 
Great Bntain There Avere many irritations, 
and at one point both countries trembled on 
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the edge of war, yet the century’s end Avas to 
sec the two closer together than ever m their 
history 

There Avere many forces at Avork to prevent 
understanding England’s unfnendly attitude 
toward the North during the Civil War Avas 
not forgotten by postAvar Amencan politicians. 
The ceaseless agitation of the Irish Americans, 
living for the most part in the large cities and 
representing therefore mfiuential political mi- 
norities, had Its effect. “Ttvisting the hon’s tall” 
became a common and safe diversion America 
was isolationist and its schoolbooks, therefore, 
continued to harp on those earher disagree- 
ments between Bntam and the United States 
which had led to two wars and threatened 
many others Nor did the toploftiness of the 
British traA elers — ^Avho visited the United States 
bnefly and returned to Avnte unfnendly books 
— pass unnoticed There Avas lU aviU on both 
sides of the ocean, and this found its public ex- 
pression m four different controversies Their 
settlement took a long time We argued Ayith 
the Bntish over the control of an Isthmian 
canal, over our nght to fish in Canadian Avatersi 
over the protection of seals in the Benng Seai 
and over the Venezuelan boundary. 

Amencan Secretaries of State, womed over 
European interest m a Panama Canal, began to 
press England for a reconsideration of the 
Clayton-Bulwer Treaty of 1850 England stood 
pat, there Averc aenmomous exchanges, and 
It Avas not until 190J, Avhen the Hay-Paunce- 
fote treaty Avas ratified, that Bntain definitely 
recognaed Umted States primacy m the West- 
ern Hemisphere Similarly, the tu'o countnes 
bickered over the right of Amencans to fish 
in Canadian waters, m 1887 the President was 
given the power to close Amencan ports to 
Canadian ships, and it Avas not unnl 1910 that 
a formal convention Avas wntten adjudicatmg 
this dispute. 

In the settlement of the Benng Sea contro- 
versy, the United States came off Avith less suc- 
cess The Amencan government sought to 
prcA'ent the mdiscnminate slaughter of seals 
Avhose breeding grounds lay off the Alaskan 
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coast, but wlio also cruised far out into tlic 
waters of the Bering Sea. VMicn Great Britain 
denied Blaine’s claim in 1889 that the Bering 
Sea was a marc claiisiaii and threatened to re- 
sist our revenue cutlers, the tune for arbitra- 
tion had come. In 1893 arbitral court found 
against the United States on every point. It 
was not until 1911 than an international con- 
vention was signed which put a stop to pelagic 
sealing for fifteen years, but by that time most 
of the damage had been done. 

Venezuela Dispute. The Venezuelan bound- 
ary dispute almost precipitated a war between 
the two countries. The difficulty arose out of 
the long unsettled boundary between British 
Guiana and Venezuela. In 1887, diplomatic re- 
lations between Britain and Venezuela were 
broken off, and the good offices repeatedly ten- 
dered by the American State Department were 
refused. Suddenly the air was filled with war 
alarms. On December 17, 1895, Cleveland 
placed before Congress a series of notes that 
liad been e.xchangcd between Olney, his Scc- 
rctar}’’ of State, and Salisbury, the English For- 
eign Minister; these indicated that both Powers 
had arrived at irreconcilable positions. Olney, 
in Ills note, gave a reading to the Monroe Doc- 
trine that seriously upset Great Britain He de- 
clared, first, that because of the Monroe Doc- 
trine the United States must resist any designs 
on the territorial integrity of Venezuela, and 
second, that there was but one way of settling 
the difficulty — by peaceful arbitration. Olney 
went on to s.ay that the continued presence of 
European powers in the Western Hemisphere 
must be regarded with disfavor by the United 
States. Why? Because the United States had 
now become a great Power and it was, tlicre- 
fore, “practically sovereign on this continent, 
and its fiat is law upon the subjects to winch 
it confines its interposition.” 

President Cleveland, in submitting Olncy’s 
ease to tlie American people, asked for Con- 
gressional approval for the establishment of an 
e.\clusivc American agency to determine the 
tnie boundarj'' between the disputants. Such 
a commission having done its work and ren- 


dered its report, then said the President; 

. . It will in my opinion be the duty of the 
Umted States to resist by cvety means in its 
power as a willful aggression . . . the appro- 
priation by Great Britain of any lands or the 
c.vercise of governmental jurisdiction over any 
territory which after investigation we have de- 
termined of right belongs to Venezuela." 

A war party immediately appeared to back 
up the President and to demand force if nec- 
essary if England failed to submit to these 
terms. But wiser counsels in time prevailed. 
Englishmen, on their part, were learning that 
their country, embarked on many dubious ad- 
ventures throughout the world, had no friends. 
And when the German Kaiser threatened to 
back up the Boers in their resistance to British 
c,\j)ansionism in South Africa, the tune had 
come for softer words. In January, 1896, Cleve- 
land appointed his Venezuelan boundary com- 
mission, and the English cooperated fully. In 
tlie nc\t year, a treaty was signed, referring 
the entire dispute to an arbitral tribunal; the 
arbitrators met in Paris in 1899, and they 
handed down a scries of decisions which 
largely supported the original British conten- 
tions. Henceforth, relations berween tlie two 
powers steadily improved. 

United States and the Pacific. During this 
period, American interests in the Pacific were 
becoming increasingly the concern of Amer- 
ican Secretaries of State. The Far West was 
turning its eyes across the wide expanses of 
the ocean as American missionary, shipping, 
and business groups were penetrating into the 
islands lying across it. We appeared in Samoa, 
challenging the effort of the Germans to estab- 
lish their domination over the islands, and, fi- 
nally, in December, 1899, we signed a treaty 
under which we obtained exclusive control of 
tlic island of Tutuila in the group. American 
insular possessions in the Pacific were further 
rounded out by the acquisition of Wake Island 
and Midway Island, both situated in the north- 
ern Pacific and valuable as naval stations. 

Hauati, More paracularly, our concerns 
centered m the Hawaiian Islands, where Amer- 
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leans had appeared early in the nineteenth cen- 
tury as missionaries, traders, and whale fisher- 
men By the 1850s, the sons of these Amencans 
were playing an important part m the eco- 
nomic life of the islands as sugar growers, and 
they had )omed hands with the sugar refiners 
located on the Paafic Coast In 1875, the Ha- 
il aiian sugar planters gained an important vic- 
tor)' when a treaty of reciprocity was signed 
between the islands and the Umted States by 
ivhich Hawauan sugar was admitted free. In 
1884, the treaty was renewed and, m return, 
Hawaii gave the United States etclusive rights 
to maintam a naval station at Pearl Harbor 
But in 1890, Amencans in Hawau ivere thrown 
into a panic when all sugar was placed on the 
free list with, however, a bounty of two cents 
to Amencan growers. In one year the pnee of 
Hawaiian sugar was cut in half To Amencan 
planters in the islands and Amencan sugar re- 
finers on the mainland, only one thing could 
save the distressed industry and that was Amer- 
ican annexaaoru 

There can be no doubt that many of the dis- 
orders ivhich occurred m Hawau durmg the 
1870s and 1 880s had the support of the small 
group of influential Amencans who were seek- 
ing to force annexation upon the Hawaiian 
Government. In 1891, with the ascension to 
the throne of Queen Lihuokalani, who ivas sus- 
picious of the foreigners, the whole contro- 
versy boiled over The foreign interests in the 
islands, headed by Sanford B Dole, the nanve- 
bom son of an Amencan missionary, organized 
a Committee of Safety and moved against the 
monarchy The Amencan minister recognized 
the new provisional government that was set up 
and a Hawauan commission appeared in Wash- 
ington in Fcbruari', 1895, and proceeded to 
sign a treaty anneiong Hawau to the Umted 
Sntes 

^\^lcn Cleveland assumed the presidency, in 
the next month, suspecting the machinations 
of the Amencan group, hen ithdrew the treaty 
from the Senate and sent his own commissioner 
to iniestigate the events leading to the revolu- 
tion In 1894, before Qcveland could act, a 
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repubhe was proclaimed m Hawau and Dole 
was named its first president. Cleveland at once 
wrote a formal letter of recognition and m 
this he was quickly followed by the other great 
Powers But efforts at annexation persisted, 
and, in June, 1897, McKinley, soil fresh m of- 
fice, ordered the signmg of a new treaty of 
anncxaoon with the island repubhe Many in- 
fluential Amencans were averse to what 
smacked of an unsavory adventure in expan- 
sionism and they succeeded in havmg the treaty 
rqected m the Senate In the midst of the War 
with Spam, however. Congress passed a joint 
resoluoon annexing the islands to the Umted 
States, and m July, 1898, Haivaii ivas Amer- 
ican In 1900, Hawau received the full status 
of a territory and was given the nght to estab- 
lish a tcrntonal legislature and a judicial ma- 
chinery 

The Temtory of Alaska Dunng the Qvil 
War, the Russian Czar had been distmctly 
fnendly to the Northern cause and when, m 
March, 1867, the Russian minister at Wash- 
ington offered to sell the whole of Alaska to 
the Umted States, Secretary of State Seward 
accepted the proposal iwth alacrity. The pur- 
chase pnee was fixed at $7,100,000 and, al- 
though there was a good deal of hosdhty m 
the Senate, the treaty was ratified. From 1867 
to 1884, Alaska w'as popularly referred to as 
‘‘Seward’s Folly" and was consistently neg- 
lected by Amencan political leaders and busi- 
nessmen. No effort at the establishment of a 
formal government was made, the revenues 
denved from its seal fishenes were so small that 
the cost of policmg the region seemed an ex- 
travagance to many. By the eighties, there 
were only 1,000 white residents m the whole 
country 

In 1884, hoivever. Congress passed a law 
giving Alaska some rudiments of civil govern- 
ment It was not until 1896, with the discovery 
of gold on the Canadian side of the boundary, 
that Amencans began to troop into the region 
in large numbers Soon gold was discovered m 
the area around Nome, and by the end of the 
decade more than 50,000 prospectors had 
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rushed into Alnsha Tl\c gold craze was fol- 
lowed by others — copper, coal, and oil — and 
Congress became interested Beginning with 
1898, Congress began to enact legislation cov- 
ering such matters as transportation, home- 
steading, and civil and criminal codes. In the 
nc\t decade, the opening up of Alaska’s coal 
fields brought a number of powerful Amer- 
ican corporations into the territor)’. It was not 
unul 1912, however, that Alaska was given ter- 
ritorial status with a legislative assembly and 
civil officers of its ow’n. 

The New Navy These decades also saw the 
United States emerging for the first time since 
the War of 1812 as an important naval Pow'cr. 
In line w'ith its jiacific intentions and its in- 
sularity, America refused to profit from the 
lessons it had learned in naval construction as 
a result of the Civil War, so that the Amer- 
ican naval establishment languislicd. 

But Blaine was concerned over America’s 
long and undefended Pacific coast line, ns he 
W'as interested in Panama and Hawaii; and he 
influenced fellow' Cabinet members. Garfield’s 
Sccrctar)' of the Navy called Congress’s at- 
tention to the low estate to which the navy 
had sunk; and so did his successor. To this last 
Congress yielded and in 1883 it proceeded to 
authorize the construction of the first w'arships 
of the new American navy. The Secretary of 
Navy was given the funds with w'hich to con- 
struct four steel vessels in American yards, 
Congress taking tlic precaution to provide that 
these vessels be outfitted “w'ith full sail power 
and full steam pow'er.” These four w'arships. 


which by our modern standards were litdo 
craft, the largest having a displacement of but 
4,500 tons, fonned die nucleus of that White 
Squadron which became more and more un- 
prcssivc with the succeeding years. 

In 1886, the first armored warship was au- 
thorized, in 1890, America’s initial first-class 
batdeship was laid down. An intcresdng side- 
light on the American psychology of the 
period was furnished by the designation of 
these new' warships as “sea-going, coastline 
battleships." By 1900, die United States was 
fl naval Power, with a fleet (launched, in build- 
ing, or authorized) of fifteen battleships of die 
first class, one battleship of the second class, 
five armored cruisers, one armored ram, and n 
miscellany of smaller craft. The cost of this 
whole fleet was approximately $275,000,000 — * 
not much more than twice the cose of a single 
present-day batdeship. Only Great Britain’s 
and France’s fleets outranked America’s as the 
nvenueth century opened. And w'idi Great 
Britain now' friendly, the Atlantic and, to art 
extent, die Pacific as w'cll, were being dom- 
inated by the American fleet. 

These were some of the problems that con- 
cerned a grow'ing America as it moved from a 
mercantile to an industrial economy, and as it 
took Its place among the great nations of the 
world. The clouds that appeared from dme to 
time on our horizons w'cre small and were 
quickly dissipated; there W'cre no hesitancies 
or doubts as the American nation contemplated 
its future. 
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By 1871, Walt Whitman (1819-1891) was 
only beginning to be the object of a cult Since 
the appearance of the first edition of heaves of 
Grass m 1855, Whitman had seen the backwash 
of war m the Washington hospitals. He had 
known cnticism, dfsregard, and admiration for 
his work He lost his clerkship for the offense of 
havmg tvnttcn an “mdeccnc" hook, and then he 
passed into comparative retirement, spendmg 
his time wndng and observing the Amenca that 
was moving through the war years into the 
Gilded Age 

InDcmocratic Vtstas (1871), Whitman gives 
his view of that transitional period. Three ele-* 
ments went to make up his democratic faith 
the Jeffersonian version of the individualistic 
philosophy of the Enhghtenment, the notion of 
comradeship, and the transcendentalism of Em- 
erson Whitman was an individualist, but to 
this he added the notion of “meiging ” The 
merging of selves is elevated by Whitman into 
the union of the Ego in the All; and, in keeping 
with the tradition of romantic idealism, all his- 
tory IS seen as the progressive reaiizanon of an 
Idea — in the case of ^Vhltman, "the idea of 
perfect and free Individuals " 

Democratic Vistas incorporates many of 
these notions, but at the same time that it ex- 
presses Its confidence in Amenca, it calls atten- 
tion to the responsibilities of Americans These 
United States are destined to surmount the 
gorgeous feudal past, "or else prove the most 
tremendous failure of all tame ” There may be 
little evidence of greatness in the present, but 
America belongs to the future and in that future 
Whitman wilt have faith whether immediate 
fact jusdfics that or not. 

That attitude was entirely natural in AVhit- 


man he had heeii young in the experimental 
thirties and forties, his mmd had been shaped 
by the experience as well as the ebullience of 
those years He had seen the United States ma- 
ture industnally as it pushed westward to the 
sea, he had seen the nation come thfough a 
great war unharmed 

American democracy had been successful on 
the matenal plane, what it lacked was moral 
bottom And that could be provided only by 4 
true hterature, for Whitman accepted the idea 
of the poet as prophet Of all the arts, httrature 
alone still influences men’s actions and above 
all countries these Umted States needed a sound 
common htetaturc to nurture umty Nothing 
In the existing Amencan hterature answered 
that need, in Whitman’s opinion America 
grows and prospers, puts down enemies and 
conquers a contintnt, yet it will not see that 
It is m Itself “the final authority and rehance ’’ 
The development of a common literature alone 
would not suffice, however The United States 
must have a more general diffusion of the own- 
ership of property if true democracy was to be 
realised, for the Umon would be l^t "by the 
safety and endurance of its middling property 
oivners ’’ 

Whitman did not see his world through a 
pink mist, he was aware of danger Amencan 
pohtical figures were small men, by and large. 
Individuals were self-seeking and communities 
corrupt, the full fruition of democracy was hi 
the future Yet democracy was worHng and 
there was joy in being tossed m “the brave tur- 
moil of these times ’’ 

The selection here reprinted is from Demo- 
cratic Vistas (New York, 1871); the notes are 
by Whitman himself 
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Democratic Vistas 


BY WALT 

It may lib claim’d, (and I admit the weight of 
the claim,) that common and general worldly 
prosperity, and a populace well-to-do, and with 
all life’s matenal comforts, is the mam thing, and 
IS enough It may be argued that our republic is, 
in performance, really cnacang to-day the grand- 
est arts, poems, £cc., by beaung up the wilderness 
into fertile farms, and in her railroads, ships, 111a- 
chinerj', &c And it may be ask’d, Arc these not 
better, indeed, for America, than any utterances 
even of greatest rhapsode, artist, or literatus’ 

I too hail those achievements with pride and 
joy. then answer that the soul of man will not 
with such only — nay, not with such at all — be 
fimlly sacisRcd, hue needs whae, (standing on 
these and on all things, as the feet stand on the 
ground,) is address’d to the loftiest, to itself alone 

Out of such considerations, such truths, arises for 
treatment in these Vistas the important question 
of character, of an American stock-personality, 
with literatures and arts for outlets and rcturn- 
evpressions, and, of course, to correspond, within 
outlines common to all. To these, the mam affair, 
the thinkers of the United States, in general so 
acute, have either given feeblest attention, or have 
remain’d, and remain, in a state of somnolence. 

For my part, 1 would alarm and caution even 
the political and business reader, and to the utmost 
extent, against the prevailing delusion that the 
establishment of free political institutions, and 
plentiful intellectual smartness, with general good 
order, physical plenty, industry, &c., (desirable 
and precious advantages as they all arc,) do, of 
themselves, determine and yield to our experiment 
of democracy the fruitage of success. With such 
advantages at present fully, or almost fully, pos- 
sess’d — the Union )ust issued, victorious, from the 
struggle with the only foes it need ever fear, 
(namely, those within itself, the interior ones,) 
and with unprecedented materialistic advance- 
ment — sodet)’, in these States, is canker’d, crude, 
superstitious, and rotten. Political, or law-made 
society is, and private, or voluntary' society', is also. 
In any vigor, the element of the moral conscience, 
the most important, the veaeber to State or man, 
seems to me either entirely lackmg, or seriously 
enfeebled or ungrown. 

1 sav Me had best look our times and lands 
scarchingly m the face, like a physician diagnosing 
some deep disease. Never was there, perhaps, 
more holloM'ness at heart than at present, and here 
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in the United States Genuine belief seems to have 
left us. The underly'ing principles of the States 
are not honestly' believ’d in, (for all this hectic 
glow, and these melo-dramatic scrcamings,) nor is 
humanity' itself believ’d in. What penetrating cy'e 
docs not cvcry'whcrc see through the mask? The 
Spectacle is appaling. We live in an atmosphere of 
hypocrisy throughout. The men believe not in the 
Women, nor the M'omen in the men. A scornful 
superciliousness rules m literature. The aim of all 
the litterateurs is to find something to make fun 
of. A lot of churches, sects, &.c , the most dismal 
phantasms I know, usurp the name of religion. 
Conversation is a mass of badinage. From deceit 
m the spirit, the mother of all false deeds, the off- 
spring IS already incalculable An acute and candid 
person, in the revenue department in Washington, 
who IS led by the course of his employment to 
regularly visit the cities, north, south and west, to 
invesugate frauds, has talk’d much with me about 
his discoveries. The depravity of the busmess 
classes of our country is not less than has been 
Supposed, but mfimtely greater. The official sen'- 
iccs of America, national, state, and municipal, in 
^1 their branches and departments, except the 
judiciary, arc saturated m corruption, bribery', 
falsehood, nial-admmistration, and the judiciary is 
tainted. The great cities reek with respectable as 
much as non-rcspcctablc robbery and scoundrel- 
ism. In fashionable life, flippancy, tepid amours, 
xveak mfidchsm, small aims, or no aims at all, only 
to kill umc. In business, (this all-devouring mod- 
ern word, busmess,) the one sole object is, by any 
means, pecumary gain The magician’s serpent in 
the fable ate up all the other serpents, and money'- 
making IS our magician’s serpent, remaining to- 
day sole master of the field. The best class xvc 
show, is but a mob of fashionably dress’d specu- 
lators and vulgarians. True, indeed, behind this 
fantastic farce, enacted on the visible stage of 
society', solid things and stupendous labors arc 
to be discover’d, existing crudely and going on in 
the background, to advance and tell themselves 
in time Yet the truths arc none the less terrible. 

I say that our New World democracy, however 
great a success in uplifting the masses out of their 
siouglis, m materialistic development, products, 
and m a certain highly-dcceptivc superficial popu- 
lar intellectuality', is, so far, an almost complete 
failure in its social aspects, and in really grand 
religious, moral, literary, and esthetic results. In 


THE AMERICAN MIND 1°S 


vain do we march with unprecedented stndcs to 
empire so colossal, ounying the antique, beyond 
Alexander’s, beyond the proudest sway of Rome 
In vam have we annex’d Texas, Cahfornia, Alaska, 
and reached north for Canada and south for Cuba 
It 13 as if we were somehow being endow’d with a 
vast and more and more thoroughly-appomted 
body, and then left with little or no soul 
Let me illustrate further, as I wnte, with cur- 
rent observations, locahoes, Eic. The subject is 
important, and will bear repention After an 
absence, I am now agam (September, 1870) m 
New York city and Brooklyn, on a few weeks* 
vacauon The splendor, picturesqueness, and 
oceanic amphtude and rush of tliese great cities, 
the unsurpass’d situation, rivers and bay, sparkling 
sea-tidcs, costly and lofty new buddmgs, fafades 
of marble and iron, of original grandeur and ele- 
gance of design, wnth the masses of gay color, the 
preponderance of white and blue, the flags flymg, 
the endless ships, the tumultuous streets, Broad- 
way, the heavy, low, musical roar, hardly ever in- 
termitted, c\cn at mght, the jobbers’ houses, the 
nch shops, the wharves, the great Central Park, 
and the Brooklyn Park of hills, (as I wander 
among them this beautiful fall weather, musing, 
watemng, absorbing) — the assemblages of the citi- 
zens m their groups, conversaaons, trades, cve- 
nmg amusements, or along the by-quaners — these, 
I say, and the like of these, completely satisfy my 
senses of power, fulness, motion, &c^ and give 
me, through such senses and appentes, and through 
my cstheuc conscience, a contmued exaltanon and 
absolute fulfilment Alway'S and mote and more, 
as I cross the East and North rivers, the femes, 
or vnth the pilots in their pilot-houses, or pass an 
hour m Wall street, or the gold exchange, 1 realize, 
(if we must admit such pamalisms,) that not Na- 
ture alone is great in her fields of freedom and 
the open air, in her storms, the show-s of mght 
and dav, the mountains, forests, seas — but m the 
amficial, the work of man too is equally great — 
in this profusion of tcemmg humamtv — m these 
ingenuiucs, streets, goods, houses, ships — these 
hurry mg, feverish, electric crowds of men, their 
complicated busmess gemus, (not least among the 
geniuses,) and all this mighty', many-threaded 
wealth and industry concentrated here 
But stemlv discarding, shuttmg our eves to the 
glow and grandeur of the general superficial ef- 
fect. coming down to what is of the only real 
imponance. Personalities, and examinmg mm- 
utely, w e question, w e ask. Are there, "indeed, 
vitn here worthy the name’ Are there athletes’ 
Arc there perfect women, to match the generous 
material luxuriance? Is there a pervading atmos- 


phere of beauoful manners’ Are there crops of 
fine youths, and majesac old persons’ Arc there 
arts worthy freedom and a nch people? Is there a 
great moral and rehgious civilization — the only 
jusoficaaon of a great matenal one? Confess that 
to severe ey'cs, using the moral rmcroscope upon 
humamty, a sort of dry and flat Sahara appears, 
these cities, crowded with petty grotesques, mal- 
fotmaoons, phantoms, playmg meanmgless antics 
Confess that everywhere, in shop, street, church, 
theatre, bar-room, official chair, are pervading 
flippancy and v'ulganty, low cunning, infldehty — 
everywhere the youth puny, mipudent, foppish, 
rcmaturely ripe — everywhere an abnormal h- 
idmousness, unhealthy forms, male, female, 
pamted, padded, dyed, chignon’d, muddy com- 
lexions, bad blood, the capacity for good mother- 
ood deceasing or deceas’d, shallovv notions of 
beauty, with a range of manners, or rather lack 
of manners, (considermg the advantages enjoy’d,) 
probably the meanest to be seen in the world ' 

Of all this, and these lamentable conditions, to 
breathe mto them the breath recuperative of sane 
and heroic life, I say a new founded htcrature, not 
merely to copy and reflect existing surfaces, or 
pander to what is called taste — not only to amuse, 
pass away time, celebrate the beautiful, the re- 
fined, the past, or exhibit techmeal, rhythmic, or 
grammaui^ dexterity — but a literature underiy- 
mg bfe, rehgious, consistent with sacnce, han- 
dUng the elements and forces with competent 
ovver, teachmg and traimng men — and, as per- 
aps the most precious of its results, achicvmg 
the entire redemption of woman out of these 
incredible holds and webs of silhness, millmer)', 
and every' land of dy'spepuc depletion — and thus 
insunng to the States a strong and sweet Female 
Race, a race of perfect Mothers — ^is what is needed 

1 Of these rapidly-skctch’d hiatuses, the two which 
seem to me most fienous are, for one, the condition, 
absence, or perhaps the smgular abeyance, of moral 
conscientious fibre all through Amencan society, and, 
for another, the appahng depletion of women m their 
powers of sane athletic maternity, their crowtung at- 
tribute, and ever making the woman, m loftiest spheres, 
supenor to the man. 

1 have sometuncs thought, mdeed, that the sole 
avenue and means of a reconstructed sociology de- 
pended, primarily, on a new birth, elevation, expansion, 
invigoration of woman, affording, for races to come, (os 
the conditions that antedate birth arc indispensable,) 
n perfect motherhood Great, great, indeed, greater 
than they know, is the sphere of women But dcrabtless 
the question of such new sociology' all goes together, 
includes many varied and complex influences and 
premises, and the man as well as the woman, ^nrl the 
woman as well as the man. 
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And now, in the full conception of these facts 
and points, and all that they infer, pro and con — 
with yet unshaken faith in the elements of the 
American masses, the composites, of both se\cs, 
and even consider’d as individuals — and ever 
recognizmg m tliem the broadest bases of the best 
literary and esthetic appreciation — I proceed with 
my speculations, \''istas. 

First, let us see uhat we can make out of a brief, 
general, sennmental consideraDon of political de- 
mocracy', and whence it has arisen, with regard to 
some of its current features, as an aggregate, and 
as the basic structure of our future literature and 
authorship. \Vc shall, it is true, quickly and con- 
tinually find the origin-idea of the singleness of 
man, individualism, assertmg itself, and cropping 
forth, even from the opposite ideas. But the mass, 
or lump character, for imperative reasons, is to 
be even carefully weigh’d, home in mind, and pro- 
vided for. Only from it, and from its proper regu- 
laDon and potency’, comes the other, comes the 
chance of mdividualism. The two are contradic- 
tory, but our task is to reconcile theni.- 

The poliucal history' of the past may be summ’d 
up as having grown out of what underlies the 
words, order, safety’, caste, and especially' out of 
the need of some prompt deciding authority’, and 
of cohesion at all cost. Leaping time, we come to 
the period withm the memory of people now hv- 
ing, when, as from some lair where they had slum- 
ber’d long, accumulating wrath, sprang up and 
arc y'ct acute, (1790, and on even to the present, 
1870,) those noisy' eructauons, dcstrucuve icono- 
dasms, a fierce sense of wrongs, amid which 
motes the form, well known in modern history, 
in the old world, stain’d tvith much blood, and 
mark’d by savage reactionary' damors and de- 
mands. These bear, mostly', as on one indosmg 
point of need 

For after the rest is said — after the many time- 
honor’d and really' true thmgs for subordmauon, 
e.\pcricnce, rights of property’; &.C., have been 
listen’d to and acquiesced in — after the valuable 
and well-settled statement of our duties and rela- 
tions in sodety' is thoroughly conn’d over and e.\- 

-Thc question hinted here is one which time only 
can answer. Alust not the Mrtuc of modem Individual- 
ism, contmually enlarging, usurping all, seriously' af- 
fect, perhaps keep down cnurely, in America, the like 
of the ancient virtue of Patriotism, the fervid and 
absorbing love of general country'? 1 have no doubt 
myself tliat the tvvo vvdl merge, and will mutually 
profit and brace each otlier, and that from them a 
greater product, a third, will arise But 1 feel that at 
present they' and their oppositions form a serious prob- 
lem and parados m die United States 


hausted — it remains to bring forward and modify 
ev cry thing else w ith the idea of that Somethmg 
a man is, (last precious consolauon of the drudg- 
ing poor,) standing apart from all else, divine in 
his ow n right, and a w onian m hers, sole and un- 
touchable by' any' canons of authority’, or any' rule 
derived from precedent, state-safety’, the acts of 
legislatures, or even from what is called religion, 
modesty, or art. The radiauon of this truth is the 
key' of the most significant doings of our immedi- 
ately’ preceding three centuries, and has been the 
political genesis and life of America. Advancing 
visibly, it still more advances invisibly’. Under- 
neath die fluctuations of the e.vpressions of society', 
as well as the movements of the politics of the 
Icadmg nations of the w'orld, we sec steadily press- 
ing ahead and strengthening itself, even in the 
midst of immense tendencies toward aggregation, 
this image of completeness m separausm, of indi- 
vidual personal dignity', of a single person, cither 
male or female, characterized in the main, not 
from e.\trinsic acquirements or position, but in the 
pride of himself or herself alone, and, as an even- 
tual conclusion and summmg up, (or else the 
entire scheme of thmgs is aimless, a cheat, a crash,) 
the simple idea that the last, best dependence is 
to be upon humanity' itself, and its own inherent, 
normal, full-grown qualities, without any super- 
sunous support whatever. This idea of perfect 
individualism it is indeed that deepest tinges and 
gives character to the idea of the aggregate. For 
it is mainly or altogether to serve independent 
separatism that w’c favor a strong generalization, 
consolidation. As it is to give the best vitality and 
freedom to the rights of the States, (every’ bit as 
important as the right of nationality', the union,) 
that we insist on the identity of the Union at all 
haz,ards. 

The purpose of democracy' — supplanting old 
belief in the necessary' absoluteness of establish’d 
dy'nasdc rulership, temporal, ecclesiastical, and 
scholastic, as furnishing the only' security' against 
chaos, crime, and ignorance — is, through many’ 
transmigrations, and amid endless ridicules, argu- 
ment^ and ostensible failures, to illustrate, at all 
hazards, this doctrine or theory' that man, prop- 
erly train’d in sanest, highest freedom, may' and 
must become a law, and senes of laws, unto him- 
self, surrounding and providing for, not only' his 
ovv'n personal control, but all his relations to other 
individuals, and to the State, and that, while odicr 
theories, as in the past liistorics of nations, have 
proved wise enough, and indispensable perhaps 
for their conditions, this, as matters now stand m 
our civilized world, is tlie only scheme worth 
working from, as warranting results like those of 
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Namre'* laws, reliable, when once establish’d, to 
carry on themseltcs. 

"rtc argument of the matter is extensive, and, 
stc admit, by no means all on one side What we 
ihall offer wall be far, far from sufficient. But 
while leasing unsaid much that should properly 
even prepare the way for the treatment of this 
many-sided quesnon of pohneal liberty, equal- 
ity, or republicanism— leavmg the whole histoiy 
and consideration of the feudal plan and its prod- 
ucts, embodying humanity, its pohucs and avih- 
laaon, through the retrospect of past time, 
(which plan and products, mdeed, male up all 
of the past, and a large part of the ptcscntl— leav- 
ing unanswer'd, at least by any specific and local 
answer, many a well-wrought argument and in- 
stance, and many a conscientious declamatory cry 
and warning— as, very lately, from an emment and 
venerable person abroad ’ — thmgs, problems, full 
of doubt, dread, suspense, (not new to me, hut 
old occupiers of many an anxious hour m aty’s 
dm, or night’s silence,) we soil m^ give a page 
or so, whose drift is opportune Tune alone can 
finally answer these things. But as a substitute m 
passmg, let us, even tf fragmentanly, throw forth 
a short direct or mdirect suggestion of the prem- 
ises of that other plan, m the new spirit, under the 
new forms, started here in our America. 

As to the political secaon of Democracy, which 
introduces and breaks ground for further and 
Vaster secnons, few probably are the irunds, even 
m these republican States, that fully comprehend 
the apmess of that phrase, “the coveunment op 
THE People, by the People, for the People,” 
which w e mhent from the bps of Abraham lan- 
coln, a formula whose verbal shape is homely wit, 
but whose scope mcludes both the totality and all 
mmutii of the lesson. 

The People' Like our huge earth itself, which, 
to ordinary scansion, is full of vulgar contradic- 
tions and offence, man, Mewed m the lump, div 
pleases, and is a constant puzzle and affront to the 
merely educated classes. The rare, cosmical, artist- 
mmd, lit with the Infinite, alone confronts his 

’ “Shooting Niacaiu "—1 was at first roused to much 
anger and abuse bj’ this essay from Mr Carlyle, so 
insulting to the theory of America— but happening to 
think afterwards how I had more than onec been m the 
like mood, during which ho essay was endcntlj cast, 
and teen persons and thmgs in the same light, (mdeed 
some might say there are signs of the tame feeling in 
these Vistas)—! base since read it again, not onlv' as 
a miJt, expressmg as it docs certain judgments from 
the highest feudal point of \ lew , but bat c read it w itb 
respect as coming from an earnest soul, and as con- 
^utmg cenain sharpwnimng metallic grains, which, 
if not gold Or siltcr, may be good, hard, honest iron 


manifold and oceamc quabaes— but taste, mtelh- 
gence and culture, (so-called,) have been against 
the masses, and remam so There is plenty of 
glamour about the most damnable crimes and 
hoggish meannesses, special and general, of the 
feudal and dynastic world over there, with its 
persatmel of lords and queens and courts, so weU- 
dress’d and so handsome. But the People are un- 
grammatical, untidy, and their sms gaunt and lU- 
bred 

Literature, stnctly consider’d, has never recog- 
nized the People, and, whatever may be said, docs 
not to-day Spealang generally, the tendencies of 
literature, as tutheno pursued, have been to make 
mostly critical and querulous men. It seems as if, 
so far, there were some natural repugnance be- 
tween a literary and professional life, and the 
rude rank spirit of the democraaes There is, in 
later literature, a treatment of benevolence, a 
chanty' busmess, nfe enough it is true, but I know 
nothmg more rare, even m this country, than a 
fit scientific estimate and reverent appreciation 
of the People — of theu: measureless wealth of la- 
tent power and capacity, their vast, artistic con- 
trasts of bghts and shades — with, in America, 
their enCiTe reliabilicy in emergencies, and a cer- 
tain breadth of histone grandeur, of peace or war, 
far surpassmg all the vaunted samples of book- 
heroes, or any bout ton cotenes, m all the records 
of the world. 

The moiements of the late secession war, and 
their results, to any sense that studies well and 
comprehends them, show that popular democ- 
raev, whatever its faults and dangers, practically 
justifies Itself beyond the proudest claims and 
wildest hopes of its enthusiasts. Probably no fu- 
ture age can know, but I well know, how the gist 
of this fiercest and most resolute of the world’s 
war-like contentions resided exclusively in the un- 
named, unknown rank and file, and how the brunt 
of ICS labor of death was, to all essential purposes, 
volunteer’d The People, of their own choice, 
fighMg, dj'mg for their own idea, insolently at- 
tack’d by the secession-siavc-povver, and its very 
existence imperil’d Descending to detafi, entermg 
any of the armies, and inixmg with the private 
soldiers, we see and have seen august spectacles. 
We have seen the alacnty with which the 
Amencan-bom populace, the pcaceablest and 
most good-natured race m the world, and the 
most personally independent and intelligent, and 
the least fitted to submit to the irksomeness and 
exasperation of regimental disciplme, sprang, at 
the first tap of the drum, to arms — not for gain, 
nor even glory, nor to repel mvasion — but for an 
emblem, a mere abstraction— for the life, the 
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safety of the flat’ We have seen the unequal’d 
docility' and obedience of these soldiers We ha\e 
seen them tried long and long by hopelessness, 
mismanagement, and bv defeat, have seen the in- 
credible slaughter toward or through which the 
armies (as at first Frcdcriclvsburg, and afterward 
at the Wilderness,) sull unhesitatingly obey’d 
orders to advance. We have seen them in trench, 
or crouching behind breastwork, or tramping in 
deep mud, or amid pouring rain or thick-falling 
snow, or under forced marches in hottest summer 
(as on the road to get to Gcrt}’sburg) — vast suf- 
focating swarms, divis’ons, corps, with every 
single man so grimed and black with sweat and 
dust, his own mother would not have known him 
— his clothes all dirtj', stain’d and tom, w ith sour, 
accumulated sweat for perfume — many a com- 
rade, perhaps a brother, sun-struck, staggering 
out, dying, by the roadside, of exhaustion — yet 
the great bulk bearing steadily on, cheery enough, 
hollow -bellied from hunger, but sinewy with un- 
conquerable resolution. 

We have seen tlus race proved by wholesale by 
drearier, yet more fearful tests — the wound, tlie 
amputation, the shatter’d face or limb, the slow' 
hoc fever, long impatient anchorage in bed, and 
all the forms of maiming, operation and disease 
Alas' America have we seen, though only in her 
early youtli, already to hospital brought. There 
have we watch’d these soldiers, many of them 
only boys in years — mark'd their decorum, tlicir 
religious nature and foratude, and their sw'cct af- 
fection Wholesale', truly. For at the front, and 
through the camps, in countless tents, stood die 
regimental, brigade and division hospitals; W'hile 
everj'W'hcre amid the land, in or near cities, rose 
clusters of huge, w'hite-w’ash’d, crowded, one- 
story wooden barracks, and there ruled agony 
with bitter scourge, yet seldom brought a cry; and 
there stalk'd death by day and mght along the 
narrow' aisles between the row’s of cots, or by the 
blankets on the ground, and touch’d lighdy many 
a poor sufferer, often with blessed, welcome 
touch 

I know' not whether I shall be understood, but 
1 realize chat it is finally from W’hat I learn’d per- 
sonally nnxmg in such scenes that I am now' pen- 
ning these pages. One night in the gloomiest 
period of the W'ar, in the Patent-office hospital 
in Washington cit}', as I stood by the bedside of 
a Pennsylvania soldier, w'lio lay, conscious of 
quick approaching death, yet perfectly calm, and 
with noble, spiritual manner, tnc veteran surgeon, 
turning aside, said to me, that though he had wit- 
ness’d many, many deatlis of soldiers, and had 
been a worker at Bull Run, Antictam, Fredericks- 


burg, &.C , he had not seen yet the first case of 
man or boy that met the approach of dissolution 
w ith cowardly qualms or terror. My own observa- 
uon fully bears out the remark 
What ha\e we here, if not, towering abo\e all 
talk and argument, the plentifully-supplied, last- 
needed proof of democracy, in its personalities’ 
Curiously enough, coo, the proof on this point 
comes, 1 should say, every bit as much from the 
south, as from the north Although 1 hat e spoken 
only of die latter, yet 1 deliberately include all. 
Grand, common stock' to me the accomplish’d 
and convincing growth, prophetic of the future; 
proof undeniable to sharpest sense, of perfect 
beaut)', tenderness and pluck, that never feudal 
lord, nor Greek, nor Roman breed, yet rival’d Let 
no tongue ever speak in disparagement of the 
American races, north or south, to one who has 
been through the war in the great army hospitals. 

Mcantmic, general humarnty, (for to that we 
return, as, for our purposes, w'liat it really is, to 
bear in mind,) has always, in every department, 
been full of perverse maleficence, and is so yet In 
dow’ncast hours the soul thinlcs it always will be 
—but soon recovers from such sickly moods I 
myself see clearly enough the crude, defective 
streaks in all the strata of the common people; 
the s])ccimcns and vast collections of the igno- 
rant, the credulous, the unfit and uncouth, the in- 
capable, and the very low' and poor The eminent 
person just mention’d snecringly asks w'hcther w'e 
expect to elevate and improve a nation’s politics 
by absorbing such morbid collections and quali- 
ties therein. The point is a formidable one, and 
there will doubtless always be numbers of solid 
and reflective citizens W'ho will never get over it. 
Our answer is general, and is involved in the scope 
and letter of diis essay We believe the ulterior 
object of political and all other government, (hav- 
ing, of course, provided for the police, the safety 
of life, property, and for the basic statute and 
common law, and their administration, always 
first in order,) to be among the rest, not merely 
to rule, to repress disorder, &.c , but to develop, 
to open up to cultivation, to encourage the pos- 
sibilities of all beneficent and manly outcroppage, 
and of that aspiration for independence, and the 
pride and self-respect latent in all characters (Or, 
if there be exceptions, we cannot, fixing our eyes 
on them alone, make theirs the rule for all ) 

I say the mission of government, henceforth, in 
civilized lands, is not repression alone, and not 
authority alone, not even of law', nor by that fa- 
vorite standard of the eminent w'ritcr, the rule of 
the best men, the born heroes and captains of the 
race, (as if such c\ cr, or one time out of a Iiun- 
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drcd, get into the big places, elective or dynastic) 
—but higher than the highest arbitrary rule, to 
tram communities through all their grades, be- 
ginning uith individuals and ending there again, 
to rule themselves. What Christ appear’d for in 
the moral-spiritual field for human-hind, namely, 
that in respect to the absolute soul, there is in the 
possession of sueh by each single individual, some- 
thing so transcendent, so incapable of gradations, 
(like life,) that, to that e-ttent, it pbccs all beings 
on a common let cl, utterly regardless of the dis- 
tincDons of intellect, virtue, station, or any height 
or lowhness whatever— is tallied m like manner, m 
this other field, by democracy's rule that men, the 
nation, as a common aggregate of hvmg identi- 
ties, affordmg m each a separate and complete 
subject for freedom, worldly thnft and happiness, 
and for a fair chance for growth, and for pro- 
tection in citizenship, &C,, must, to the political 
extent of the suffrage or yote, if no further, be 
placed, in each and in the whole, on one broad, 
pnmary, universal, common platform 

The purpose is not altogether direct, perhaps 
It IS more indirect For it is not that democracy is 
of exhaustive account, in itself Pethaps, mdecd, 
It is, (like Nature,) of no account in itself It is 
that, as xve see, it is the best, perhaps only, fit 
and full means, formulator, general caller-fonh, 
trainer, for the million, not for grand material 
penonalmcs only, but for immortal souls. To be 
a voter with the rest is not so much, and this, like 
cverv' insntutc, wdl have its imperfections But 
to become an cnfranch’sed man, and now, impedi- 
ments removed, to stand and start without humili- 
ation, and equal with the rest, to commence, or 
have the road clear’d to commence, the grand 
eipenmcnt of development, whose end, (perhaps 
rcquinng several generations,) may be the form- 
uvg of a full-grow n man or woman — that ii some- 
thing To ballast the State is also secured, and m 
our times IS to be secured, in no other way 

We do not, (at any rate I do not,) put it either 
on the ground that the People, the masses, even 
the best of them, arc, in their latent or exHbitcd 
qualities, csscnnallv sensible and good — nor on the 
ground of their rights, but that good or bad, nghts 
or no rights, the democratic formula is the only 
safe and preservative one for coming times We 
endow the masses with the suffrage for their ow n 
sake, no doubt, then, perhaps still more, from 
another point of vnevv, for commumry’s sake. 
I.eanng the rest to the scnomcntalists, we present 
freedom as sufficient in its scientific aspect, cold 
as ice, reasoning, deductive, clear and passionless 
as crystal 

Democracy’ too is law , and of the strictest. 
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amplest kind Many suppose, (and often m its own 
ranks the error,) that it means a throwmg aside 
of law, and runnmg not. But, briefly, it is the 
supenot law, not alone that of physical force, 
the body, which, addmg to, it supersedes with that 
of the ^int. Law is the unshakable order of the 
umversc forever, and the law over all, and law of 
laws, 13 the law of successions, that of the supenor 
law, in time, gradually supplanting and over- 
whelming the infenor one OVliile, for myself, I 
would cheerfully agree — first covenanting that the 
formative tendencies shall be administer’d in fa- 
vor, or at least not against it, and that this reserva- 
tion be closely construed — that until the individ- 
ual or community show due signs, or be so minor 
and fractional as not to endanger the State, the 
condition of authontative tutelage may continue, 
and sclf-govcmment must abide its time.) Nor is 
the esthetic point, always an important one, with- 
out fascination for highest aumng souls. The com- 
mon ambition strains for elevations, to become 
some privileged exclusive The master sees great- 
ness and health in being part of the mass, nothmg 
will do as well as common ground Would you 
have in yourself the divine, vast, general law? 
Then merge yourself in it. 

And, toppmg democracy, this most alluring 
record, that it alone can bmd, and ever seeks to 
bmd, all nations, all men, of however various and 
distant lands, into a brotherhood, a family It is 
the old, yet ever-modem dream of earth, out 
of her eldest and her youngest, her fond philoso- 
phers and poets Not that half only, individual- 
ism, which isolates There is another half, which 
IS adhesiveness or love, that fuses, ties and aggre- 
gates, ipaking the races comrades, and fratemiz- 
mg all Both are to be vntahzed by religion, (sole 
worthiest elevator of man or State,) breathmg into 
the proud, material tissues, the breath of life For 
I say at the core of democracy, finally, is the re- 
hgious element All the religions, old and new, are 
there Nor may the scheme step forth, clothed in 
resplendent beauty and command, nil these, bear- 
ing the best, the latest fruit, the spintual, shall 
fully appear 

The true gravutation-hold of hberalism in the 
United States will be a more umvcrsal ownership 
of property’, general homesteads, general comfort 
— a vast, mtcmvmmg reticulation of wealth As 
the human frame, or, indeed, any object in this 
manifold universe, is best kept together by the 
simple miracle of its own cohesion, and the neces- 
sity, c.xerase and profit thereof, so a great and 
voned nauonality’, occupying milhons of square 
ttulcs, w'ere firmest held and !mit by the pnnciplc 
of the safety’ and endurance of the aggregate of its 
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middling property owners. So that, from anotlicr 
point of view, ungracious .as it may sound, and a 
jiaradox after what we liavc been saving, democ- 
racy looUs witli suspicious, ill-satisfied eye upon 
the very poor, the ignorant, and on those out of 
business. She aslis for men and women w ith occu- 
jiations, well-off, ow ners of houses and acres, and 
with cash in the bank — and with some cravings 
for literature, too; and must have tlicm, and 
hastens to make them. Luckily, the seed is already 
well-sown, and has taken ineradicable root^ 
Huge and mighty arc our dap, our republican 
lands— and most in their rapid shiftings, their 

< For fear of mistake, 1 may as well distinctly specify, 
as cheerfully included in the model and standard of 
these Vistas, a practical, stirring, worldly, nioney- 
iiiaking, even materialistic character. It is undeniable 
that our farms, stores, offices, dry-goods, coal and 
groceries, enginery, tash-accounts, trades, earnings, 
markets, ft.c., should be attended to m earnest, and 
actnely pursued, just as if tlicy had a real and jicrma- 
nent existence. I |)ercci\c clearly that the extreme 
business energy, and tins almost maniacal ajipetitc for 
wealth prcvaltiit in the United States, arc parts of 
amelioration and progress, mdis[)ensably needed to 
prepare the very results I demand. My ilieory includes 
nclics, and the getting of riches, and the amplest prod- 
ucts, posver, activity, msentions, mnsements, S.c. Upon 
them, ns upon substrata, I raise the edifice design'd in 
these Vistas. 


HENRY 

Pitoi'i It cuititi Ncv I’oi.Tcii s might secure na- 
tional prosperity according to some reasoning, 
hut Henry George (1839-1897) was convinced 
that more fundamental factors must be consid- 
ered before government policy touched the 
springs of economic action. George had grown 
uj) m a Pliiladclphia meclianic’s household in 
the yc.irs following the panic of 1837. He had 
learned the printer’s trade and then gone to sea. 
In California, he saw the sw’ift passing of a sell- 
er’s marlcct for labor as land was bought up and 
the raihoads brought an increased supply of 
workers mio the state. His own experience in 
trying to malce a California newspaper success- 
ful without the service of the Associated Press 
set George rliiniting about monopoly; Ins ob- 
servation of conditions in California pushed 
him further along that path. 

In a pamphlet called Our Laud and Laud 
I’olicy (1871), George expressed his view' of 


changes, all in tiic interest of the cause. . , . 

J’olitical dcmotracy, as it exists and jirattically 
works in Ameriea, with all its threatening evils, 
supplies a training-school for making first-class 
men. It is life’s gymnasium, nor of good only, but 
of all. We try often, tliough we fall back often 
A brave delight, fit for freedom's athletes, fills 
these arenas, and fully satisfies, out of the action 
in them, irrespective of success. Whatever we do 
not attain, we at any rate attain the experiences of 
the fight, the hardening of the strong campaign, 
and throb w'ith currents of attempt at least. Time 
is ample Let the victors come after us. Not for 
nothing docs evil play its part among us. Judging 
from the main portions of the history of the 
w'orid, so far, justice is ahvays in jeopardy, peace 
w'alks amid hourly pitfalls, and of slavery, misery, 
meanness, the craft of tyrants and the credulity of 
the pojnilacc, in some of their protean forms, no 
voiec e-an at any rime sav, They arc not. The 
clouds break a little, and the sun shines out — but 
soon and certain the lowering darkness falls again, 
as if to last forever. Yet is there an immortal cour- 
age and prophecy in every sane soul that cannot, 
must not, under any circumstances, capitulate. 
Vive, the attack — the perennial assault' Vive, die 
unpopular cause — the spirit that audaciously aims 
— the never-abandon’d efiforts, pursued the same 
amid opposing proofs and precedents. . . , 

GEORGE 

the causes for the decline of labor’s position on 
the Pacific Coast. He left for the East, where 
he arrived in time to experience the first shock 
of the panic of 1873 and the first years of the 
depression that followed. Not long after the 
riotous outbreaks on tlic nation’s railroads in 
1877, George set about the task of broadening 
Ills earlier W'orlc on the causes of society’s pres- 
ent and evident ills. Progress and Poverty was 
completed in March, 1879, and published at the 
turn of the year, after George himself had paid 
for making the plates. Tliough no publisher 
would risk bringing the liook out, Progress and 
Poverty went through four editions hctw'ccn 
January and November, 1880, and soon joined 
Uncle Toni's Cabin on the brief list of Ameri- 
can iiooks wliich have had genuine international 
influence. Through his hook and his xvork as 
a correspondent m Ireland during the disorders 
of the early eighties, George became xvidcly 
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knoM-n in labor circles. When court action 
against union activity — the conviction for con- 
spmc}' of a group of waiters for boycotting an 
employer after an unsuccessful stnke — ^sent the 
Neu' York labor movement mto politics in 1 886, 
Hcnr}’ George became labor’s candidate for 
mayor The fact that it needed the best avail- 
able Democrat, Abram S Hesvitt, and the 
united opposition of the press to beat George 
for that office, encouraged hun to become 
head of a United Labor party in the nett cam- 
paign. Thereafter, he was a constantly recur- 
ring figure in insurgent pohacal movements. 

In Frogress and Poverty , George discovered 
the classical theory of rent for himself and 
made it the basis of a scheme for social regener- 
ation Since land is a natural monopoly, every 
mercase in knowledge and population mcrcases 
rent at the evpensc of wages and interest As 
land IS necessary to the production of wealth, 
the control of land is equiseilcnt to the control 
of “all the fruits of labor save enough to allow 
labor to exist.’’ Speculation m land produces 
depression, makes the nch ncher and the poor 
poorer, and is responsible for the fact that each 
improvement in production means an mcrease 
in human misery 

Nothing less than an end to the monopoly 


of land can halt the inevitable groxvth of pov- 
erty as the world progresses Land must be 
recognized as common property For this, there 
need be no violent expropnaoon, notlimg is 
required beyond a reform m fiscal policy, the 
abolition of all ta.\es save a levy on economic 
rent Since it is secunty m the possession of 
improvements rather than security of complete 
ownership which makes men develop land, 
there is no need to fear that the introduction of 
the single tax would hmder enterprise. Only 
speculation would be checked There would 
be no need for mechames to stnke if the single 
tax was m operation, for they would have a re- 
course to farmmg if their trades did not pay, 
there would be no demand for protective tanffs 
or other modes of government intervention m 
economic life Once the community had re- 
captured the value it had created, men could 
be left to mind then own concerns For Henry 
George had as much dislike of the “State super- 
stition’’ as Wilham Graham Sumner himself 
“Whatever savors of regulation and restncaon 
IS in Itself bad,” George wrote “Society is an 
organism not a maclune ” 

The selections are from the 1911 edition of 
Progress and Poverty and are published by per- 
mission of Doubleday and Company, Inc 


Progress and Poverty 

BY HENRY GEORGE 


Iktroductory the Problem 

The rsESCNT century has been marked by a pro- 
digious increase m wealth-producing pow er ^e 
utilization of steam and electnaty, the introduc- 
tion of unproved processes and labor-sanng ma- 
chinery’, the greater subdu ision and grander scale 
of prtiduction, the wonderful facilttaaon of ex- 
changes, hare multiplied enormously the effecase- 
ness of labor 

At the beginning of this marvelous era it was 
natural to expen, and it w as expected, that labor- 
savmg mventions would lighten the tod and im- 
prove the condition of the laborer; that the enor- 
mous mcrease m the power of produemg wealth 
would make real povurv a thmg of the past. 
Could a man of the last century — a Franklin or 


a Pncstlev — have seen, in a vision of the future, 
the steamship taking the place of the saihng ves- 
sel, the railroad tram of the wagon, the reapmg 
machme of the scythe, the thresWg machme of 
the fiad, could he have heard the throb of the 
enguies that m obedience to human will, and for 
the sansfacnon of human desire, exert a power 
greater than that of all the men and all the beasts 
of burden of the earth combmed, could he have 
seen the forest tree transformed mto finished 
lumber— mto doors, sashes, blmds, boxes or bar- 
rels, wath hardly the touch of a human hand, the 
great workshops where boots and shoes are 
turned out by the case with less labor than the 
old-fashioned cobbler could have put on a sole, 
the factories where, under the eye of a girl, cot- 
ton becomes doth faster than hundreds of stal- 



POST-CIVIL WAR DECADES 


712 

ward weavers could have turned jt out with their 
liandloonis, could he have seen steam hammers 
shaping nwmmoth shafts and might) anchors, and 
delicate machincrv' making tiny watches, the di- 
amond drill cutting through the heart of the rocks, 
and coal oil sparing the whale, could he have real- 
ized the enormous saving of labor resulting from 
improved facilities of c\changc and communica- 
tion — sheep killed in Australia eaten fresh in Eng- 
land, and the order given by the London banker 
in tlie afternoon executed in San Francisco in the 
mormng of the same day; could he have con- 
ceiv'cd of the hundred thousand improvements 
which these on\y suggest, vvhat would he have in- 
ferred as to the social condiuon of mankind’ 

It vv’ould not have seemed like an inference; 
further than the vision went it would have seemed 
as though he saw, and his heart would have leaped 
and his nerves would have thrilled, as one who 
from a height beholds just ahead of the thirst- 
stneken caravan the living gleam of rustlmg 
woods and the glmt of laughing waters Plainly, 
in the sight of the imagination, he would have 
beheld these new forces elevating society from its 
very' foundations, lifting the very' poorest above 
the possibihtv' of want, exempting the very' low- 
est from anxiety' for the material needs of life, he 
would have seen these slaves of the lamp of knowl- 
edge taking on themselves the traditional curse, 
these muscles of iron and sinews of steel makmg 
the poorest laborer’s life a holiday, in which every 
high quality' and noble impulse could have scope 
to grow. 

And out of these bounteous material conditions 
he would have seen arising, as necessary' sequences, 
moral conditions realizing the golden age of 
which mankind have always dreamed. Youth no 
longer stunted and starved, age no longer har- 
ried by' avarice, the child at play with the tiger, 
the man vv'ith the muck-rake drinlang in the glory 
of the stars' Foul thmgs fled, fierce tlimgs tame, 
discord turned to harmony' For how coifld there 
be greed where all had enough’ How could the 
vice, the crime, the ignorance, the brutabty', that 
spnng from poverty and the fear of poverty', exist 
where poverty' had v'anished’ Wlio should crouch 
where all were freemen; who oppress where all 
were peers’ 

More or less vague or clear, these have been 
the hopes, these the dreams born of the improve- 
ments which give this wonderful century' its pre- 
eminence, They have sunk so deeply' into rlie 
popular mind as radically' to change the currents 
of thought, to recast creeds and displace the most 
fundamental conceptions The haunting visions of 
higher possibilities have not merely' gathered 


splendor and vividness, but their direction has 
changed — instead of seeing behind the faint tinges 
of an expiring sunset, all the glory' of the dav- 
break has decked the skies before 

It is true that disappointment has followed dis- 
appointment, and that discovery' upon discovery, 
and invcnnon after mvenaon, have neither less- 
ened the toil of tliosc vv ho most need respite, nor 
brought plenty' to the poor. But there have been 
so many' thmgs to which it seemed this failure 
could be laid, that up to our time the new faith 
has hardly' vv eakened We have better appreciated 
the difficulnes to be overcome, but not the less 
trusted that the tendency' of the ames was to over- 
come them 

Now, however, we are cormng into collbion 
with facts which there can be no mistaking From 
all parts of the civilized world come complaints 
of mdustnal depression, of labor condemned to 
inv'oluntary' idleness, of capital massed and vvast- 
mg, of pecuniary distress among business men, 
of want and suffermg and anxiety among the 
worldng classes. All the dull, deadening pam, all 
the keen, maddenmg anguish, that to great masses 
of men are involved m the words “hard times,” 
afflict the world to-day'. This state of things, com- 
mon to communities differing so widely' in situa- 
tion, m political institutions, m fiscal and financial 
systems, in density' of population and in social or- 
ganization, can hardly' be accounted for by' local 
causes There is distress vv'herc large standing 
armies are mamtained, but there is also distress 
where the standing armies are nominal, there is 
distress where protecDvc tariffs stupidly and 
vvastcfully hamper trade, but there is also distress 
where trade is nearly' free, there is distress where 
autocratic government yet prevails, but there is 
also distress where political power is wholly' in 
the hands of the people, in countries where paper 
is money, and m countries where gold and silver 
are the only' currency' Evidently', beneath all such 
thmgs as these, we must infer a common cause 

That there is a common cause, and that it is 
cither what we call matenal progress or some- 
thmg closely' connected with material progress, 
becomes more than an mference when it is noted 
that the phenomena we class together and speak 
of as industrial depression are but intensificauons 
of phenomena which alway's accompany' material 
progress, and which show themselves more 
clearly and strongly" as material progress goes on. 
Where the condiaons to which matenal progress 
everywhere tends arc most fully' realized — that is 
to say, where population is densest, wealth great- 
est, and the machmery' of production and exchange 
most highly' dev eloped — we find the deepest pov- 
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crty, the shirpest struggle for existence, and the 
most of enforced idleness 

It IS to the new er countnes — that is, to the conn- 
tnes where material progress is vet in its earlier 
stages— that laborers emigrate in search of higher 
wages, and capital flows in search of higher in- 
terest. It 15 m the older countnes — that is to say, 
the countnes where material progress has reached 
later stages — that widespread destitution is found 
m the midst of the greatest abundance Go into 
one of the new communities where Anglo-Saxon 
vigor B just beginning the race of prowess, where 
the machineiy of production and exchange is yet 
rude and inefficient, where the mcrement of 
wealth is not yet great enough to enable any class 
to live m case and luxury, where the best house 
IS but a cabin of logs or a cloth and papet shant)', 
and the nehest man is forced to daily work — and 
though you wdl find an absence of wealth and all 
Its concomitants, you will find no heggats There 
IS no luxury, but there is no destitution. No one 
makes an easy living, nor a very good hvmg, but 
every one can make a living, and no one able and 
svillmg to work is oppressed by the fear of want. 

But )uxt as such a commumty realtzes the con- 
diaons which all avilized commumoes arc striv- 
ing for, and advances m the scale of material prog- 
ress — )ust as closer settlement and a more mtimate 
connecuon with the rest of the world, and greater 
utilization of labor-savmg machmery, make pos- 
sible greater economies in ptodumon and ex- 
change, and wealth m consequence mcreases, not 
merely m the aggregate, but m proporaon to pop- 
ulation — so docs poverty take a darker aspect 
Some get an infinitely better and easier hving, but 
others find it hard to get a living at all The 
“tramp” comes with the locomouvc, and alms- 
houses and prisons are as surely the marks of “ma- 
terial progress” as are costly dwellmgs, rich w arc- 
houses, and magnificent churches. Upon streets 
lighted wuth gas and patrolled by uniformed po- 
hccmen, beggars wait for the passer-by, and m 
the shadow of college, and library, and museum, 
arc gathermg the more hideous Huns and fiercer 
Vandals of whom Macaulay prophesied. 

This fact — the great fact that povert)' and all 
Its concomitants shosv themselves in commum- 
oes just as they develop into the conditions toward 
which material progress tends — proves that the 
social difficulocs existing whcrcscr a cettam stage 
of progress has been reached, do not arise from 
local circumstances, but arc, m some way or an- 
other, engendered by progress itself. 

And, unpleasant as it may be to admit it, it is at 
last becoming csidcnt that the enormous mcrcase 
m productnc power which has marked the pres- 
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ent century and is soil gomg on with acccleratmg 
ratio, has no tendency to exorpate poverty or to 
hghten the burdens of those compelled to toil It 
sunply widens the gulf between Dives and Laz- 
arus, and makes the struggle for existence more 
intense. The march of mvention has clothed man- 
kind with powers of which a century ago the 
boldest imagination could not have dreamed But 
m factones where labor-savmg machmery has 
reached its most wonderful development, httle 
chddren are at work, wherever the new forces 
are anythmg like fully utilized, large classes are 
mamtained by chanty or live on the verge of re- 
course to It, amid the greatest accumnlatioos of 
wealth, men die of starvation, and puny infants 
suckle dry breasts, while everywhere the greed 
of gam, the worship of wealth, shows the force of 
the fear of want. The promised land flies before 
us Uke the mirage The fruits of the tree of knowl- 
edge turn as we gtasp them to apples of Sodom 
that crumble at the touch 

It IS true that wealth has been greatly mcreased, 
and that the average of comfort, leisure, and re- 
finement has been raised, but these gams are not 
general In them the lowest class do not share' 
I do not mean that the condition of the lowest 
class has nowhere nor m anythmg been improved, 
but that there is nowhere any improvement 
which can be credited to mcreased jiroducnve 
power 1 mean that the tendency of what we call 
material progress is m nowise to improve the con- 
diuon of the lowest class in the essentials of 
healthy, happj^human life. Nay, more, that it is 
still further to depress the condition of the low- 
est class The new forces, elevatmg m their nature 
though they be, do not act upon the social fabnc 
from underneath, as was for a long time hoped 
and believed, but strike it at a pomt mtermediate 
bctiveen top and bottom It is as though an im- 
mense wedge were being forced, not underneath 
soaetv, but through society Those who ate above 
the pomt of separation are elevated, but those 
who are below are crushed down. 

This deprtssmg effect is not generally real- 
ized, for It IS not apparent where there has long 
e-xisted a class just able to hve IVhere the low- 
est class barely lives, as has been the case for a 

' It o true that the jioorest may now m certam wajT 
enjoy what the richest a century ago could not have 
commanded, but this docs not show improvement of 
condition so long as the abihty to obtain the neces- 
saries of life IS not increased The beggar m a great 
cit)’ mav enjo) many things from which the &dk- 
wxKids farmer is debarred, but that does not prove 
the condition of the city beggar better than that of 
the independent farmer 
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long time in many parts of Europe, it is impos- 
sible for it to get any lower, for the ne\t lowest 
step IS out of existence, and no tendency to fur- 
ther depression can readdy show itself. But in 
the progress of new settlements to the conditions 
of older communities it may clearly be seen that 
material progress does not merely fail to relieve 
poverty — it actually produces it. In the United 
States It IS clear that squalor and misery, and the 
vices and crimes that sprmg from them, every- 
where increase as the village grows to the city, 
and the march of development brmgs the advan- 
tages of the improved niethods of production and 
exchange. It is in the older and richer sections of 
the Union that pauperism and distress among the 
working classes arc becoming most painfully ap- 
parent. If there is less deep poverty in San Fran- 
cisco than in New York, is it not because San 
Francisco is yet behind New York m all tliat 
both cities arc striving for^ When San Francisco 
reaches the point where New York now is, who 
can doubt tliat there will also be ragged and bare- 
footed children on her streets? 

This association of poverty with progress is the 
great enigma of our times. It is the central fact 
from which spring industrial, social, and political 
difficulties that perplex the world, and with which 
statesmanship and philanthropy and education 

S ic m vain. From it come the clouds that 
ang the future of the most progressive and 
self-reliant nations. It is the riddle which the 
Sphinx of Fate puts to our civilization, and which 
not to answer is to be destroyed? So long as all 
the increased wealth which modem progress 
brings goes but to build up great fortunes, to in- 
crease luxury and make sharper the contrast be- 
tween the House of Have and the House of Want, 
progress is not real and cannot be permanent The 
reaction must come. The tower leans from its 
foundations, and every new story but hastens the 
final catastrophe. To educate men who must be 
condemned to poverty, is but to make them res- 
tive; to base on a state of most glaring social in- 
cqualit}'' political institutions under which men are 
theoretically equal, is to stand a pyramid on its 
apex'. 

All-important as this question is, pressing itself 
from every quarter painfully upon attention, it 
has not yet received a solution which accounts for 
all die facts and points to any clear and simple 
remedy. This is shown by the widely varying 
attempts to account for the prevailing depression. 
Tlicy exhibit not merely a divergence between 
vulgar notions and scientific theories, but also 
show that the concurrence which should exist be- 
tween those who ax'oxv the same general theories 


breaks up upon practical questions into an an- 
archy of opmion. Upon high economic authorit)’ 
we have been told that the prevailing depression 
is due to ovcr-consumpuon; upon equally high 
authority, diat it is due to over-production; while 
the wastes of war, the extension of railroads, the 
attempts of workmen to keep up wages, the de- 
monetization of sdver, the issues of paper money, 
the increase of labor-saving machinerj’, the open- 
ing of shorter avenues to trade, etc., are separately 
pointed out as the cause, by writers of reputation. 

And xvhde professors thus disagree, the ideas 
that there is a necessary conflict between capital 
and labor, that machincr)' is an evil, that com- 
petition must be restrained and interest abolished, 
that w calth may be created by the issue of money, 
that it IS the duty of government to furnish cap- 
ital or to furnish work, are rapidly making way 
among the great body of die people, who keenly 
feel a hurt and are sharply conscious of a xvrong. 
Such ideas, which brmg great masses of men, the 
repositories of ultimate political power, under 
the leadership of charlatans and demagogues, are 
fraught with danger, but they cannot be success- 
fully combated until political economy sUoH gwe 
some answer to the great question wlxsch shall be 
consbtent with all her teachings, and which shall 
commend itself to the perceptions, of the great 
masses of men. ' 

It must be within the province oli political econ- 
omy to give such an answer. Foi political econ- 
omy is not a set of dogmas. It is tnc explanation 
of a certain set of facts. It is tine science which, 
in the sequence of certain pheniamena, seeks to 
trace mutual relations and to identify cause and 
effect, just as the physical sciences seek to do in 
other scB of phenomena. It lays its foundations 
upon firm ground. The premises from xvhich it 
makes its deductions arc tri^ths which have the 
highest sanction, axioms which we all recognize, 
upon which we safely base tlic reasoning and ac- 
tions of every-day life, and which may be re- 
duced to the metaphysical cj{orcssion of the physi- 
cal law that motion seeks line of least resist- 
ance — viz , that men seek to\ ratify their desires 
with the least exertion. Froejeeding from a basis 
thus assured, its processes, wrtich consist simply 
in identification and separaj bn, hax’c the same 
certainty'. In this sense it is hci exact a science as 
geometry’, which, from simiJL.' truths relative to 
space, obtains its concliisioni by simii'nr means, and 
its conclusions when x'alid should be as self- 
apparent. And although in the domain of political 
economy' we cannot test our theories by artifi- 
cially produced combinations or condu'’’>as, as 
may' be done in some of the other sciences, yci .ix 
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can apply tests no less conclusive, by companng 
sociena m which different condmons exist, or 
by, m imaginaoon, separating, combining, adding 
or ebminating forces or factors of known duMc- 
aon 

1 propose m the following pages to attempt to 
solve by the methods of political economy the 
great problem I have ontlmed I propose to seek 
the law svhich associates poverty with progress, 
and increases want with advanci ng wealth, and I 
behove that in the explanation of this paradox 
we shall find the explanation of those rccnrnng 
seasons of mdustnal and commercial paralysis 
which, viewed mdependently of their relations to 
more general phenomena, seem so mexphcable 
Properly commenced and carefully pursued, such 
an investigation must yield a condusion that will 
stand e\ery test, and as truth, will correlate with 
all other truth For m the sequence of phenomena 
there is no accident. Every effect has a cause, and 
evety fact implies a precedmg fact. 

That polmtal economy, as at present tanght, 
docs not explain the persistence or poverty amid 
advanang wealth in a maimer which accords svith 
the deep-seated perceptions of men, that the un- 
questionable truths which it does teach are unre- 
lated and disjornted, that it has failed to make the 
progress m popular thought that truth, even when 
unpleasant, must make, that, on the contrary, after 
a century of cultivation, durmg which it has en- 
grossed the attention of some of the most subtle 
and powerful intellects, it should be spumed by 
the statesman, scouted by the masses, and relegated 
in the opmion of many educated and thmkmg men 
to the rank of a pseudo-science m which nothing 
IS fixed or can be fixed — must, it seems to me, be 
due not to anv mabdity of the science when prop- 
erly pursued, but to some false step m its premises, 
or overlooked factor m its estimates And as such 
mistakes are generallv concealed by the respect 
paid to authority, I propose m this inquiry to take 
nothing for granted, but to bnng even accepted 
theories to the test of first pnnciples, and should 
they not stand the test, freshly to interrogate facts 
in the endeavor to discover their law 

I propose to beg no question, to shnnk from 
no condusion, but to follow' truth wherever it 
may lead Upon us is the responsibihty of seeking 
the law, for m the very heart of our civolization 
to-daj women faint and little children moan But 
what that law may prove to be is not our affair. 
If the condusions that we reach run counter to 
our ptc)udiccs, let us not flmch, if they challenge 
institutions that have long been deemed wise and 
natural, let us not turn back. 
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Book VRI, Chapter II How Equal Rights to 
THE Land May Be Asserted and Secured 

We have traced the want and suffenng that 
everywhere prevail among the working classes, the 
recurring paroxysms of mdustnal depression, the 
scarcity or employment, the stagnation of capital, 
the tendency of vvages to the starvation point, 
that exhibit themselves more and more strongly 
as material progress goes on, to the fact that the 
land on which and from which all must Uve is 
made the exclusive property of some. 

We have seen that there is no possible remedy 
for these evils but the abolmon of their cause, we 
have seen that private property m land has no 
warrant m )usticc, but stands condemned as the 
demal of natural nght — a subversion of the law 
of nature that as social development goes on must 
condemn the masses of men to a slavery the hard- 
est and most degrading 
We have weighed every objection, and seen 
that neither on die ground of equity or expedi- 
ency IS there anything to deter us from making 
land common property by confiscating rent 
But a question of method remains How shall 
we do tt’ 

We should satisfy the law of justice, we should 
meet all economic requirements, by at one stroke 
abolishing all pnvate tides, declaring all land pub- 
lic property, and lettmg it out to the highest bid- 
ders m lots to suit, under such conditions as would 
sacredly guard the private right to improvements 
Thus we should secure, m a more complex state 
of society, the same eqnahty of nghts that in a 
ruder state were secured by equal partitions of the 
toil, and by giving the use of the land to who- 
ever could procure the most from it, vve should 
secure the greatest production. 

Such a plan, mstead of bemg a wdd, imprac- 
ticable vagary, has (with the exception that he sug- 
gests compensation to the present holders of land 
— undoubtedly a careless concession which he 
upon reflection would reconsider) been mdorsed 
by no less emment a thmker than Herbert Spen- 
cer, who ("Social Statics,” Chap DC, Sec 8) says 
of It 

"Such a doctrine is consistent with the highest 
state of civilization, may be earned out vvithout 
mvolvmg a commumty of goods, and need cause 
no very senous revolution m exisnng arrange- 
ments. The change required would sunply be a 
change of landlords. Siqiarate ownership would 
meigc into the jomt-stock ownerslup of the pub- 
lic. Instead of bemg in the possession of individ- 
uals, the country would be held by the great cot- 
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poratc body — socict}'. Instead of leasing his acres 
from an isolated propnetor, the farmer would 
lease them from the nation Instead of paying his 
rent to the agent of Sir John or his Grace, he 
would pay it to an agent or deput)’ agent of the 
community. Stewards w ould be public officials in- 
stead of pruate ones, and tenancy the only land 
tenure. A stare of things so ordered would be in 
jicrfcct harmony with the moral law. Under it all 
men would be equally landlords, all men would be 
alike free to become tenants . . . Qearly, there- 
fore, on such a system, the earth might be en- 
closed, occupied and culuvated, in entire subordi- 
nation to die law of equal freedom ” 

But such a plan, though pcrfccdj' feasible, does 
not seem to me the best Or rather 1 propose to 
accomplish the same thmg m a simpler, easier, 
and quieter way, than that of formally confiscat- 
ing all the land and formally letung it out to the 
highest bidders. 

To do that would involve a needless shock to 
present customs and habits of thought — which is 
to be avoided 

To do that w’ould involve a needless c-vtension 
of governmental macluncry — w’hich is to be 
avoided. 

It IS an axiom of statesmanship, which the suc- 
cessful founders of tjTanny have understood and 
acted upon — that great changes can best be 
brought about under old forms We, w'ho would 
free men, should heed the same truth It is the nat- 
ural method. When nature would make a higher 
r)’pe, she rakes a low'cr one and develops it This, 
also, is the law of social growth Let us work by 
it. With the current W'c may ghde fast and far. 
Against It, it is hard pulling and slow' progress. 

1 do not propose cither to purchase or to con- 
fiscate private propert)' in land. The first would 
be unjust, the second, needless. Let the individ- 
uals who now hold it still retain, if they w ant to, 
possession of what the)’ arc pleased to call ibeir 
land. Let them connnue to call it their land Let 
them buy and sell, and bequeath and devise it. We 
may safely leave them the shell, if we take the 
kernel. Jt is not necessary to confiscate land; tt 
is only necessary to confiscate rent. 

Nor to take rent for public uses is it necessary' 
that the State should bother with the letting of 
lands, and assume the chances of the favoritism, 
collusion, and corruption this might involve. It 
is not necessary' that any' new' machinery' should 
be created. The machinery already exists. Instead 
of extending it, all we have to do is to simplify and 
reduce it By' leaving to land ow'ners a percentage 
of rent w Inch would probably be much less than 
tlic cost and loss involved in attempting to rent 


lands through State agency', and by making use 
of this existing machinery', we may', without jar 
or shock, assert the common right to land by tak- 
ing rent for public uses 

We already take some rent in ta.xation. We have 
Only' to make some changes m our modes of taxa- 
tion to take It all. 

What 1, therefore, propose, as die simple y'et 
sovereign remedy', w'hich w'lU raise W'ages, increase 
the earnings of capital, extirpate pauperism, abol- 
ish poverty', give remunerative employ'nicnt to 
W'hoci'cr wishes it, afford free scope to human 
pow'ers, lessen crime, elevate morals, and taste, 
and intelligence, purify' government and carry 
Civilization to y'et nobler heights, is — to appropri- 
ate rent by taxation. 

In this w'ay the State may' become the umversal 
landlord without callmg herself so, and w'lthout 
assummg a single new' function. In form, the own- 
ership of land would remain just as now. No 
ow'ncr of land need be dispossessed, and no re- 
striction need be placed upon the amount of land 
any' one could hold For, rent being taken by the 
State in ta.\es, land, no matter in w'hose name it 
stood, or in w'hat parcels it w'as held, w'ould be 
really common property', and every member of 
the commumty' w'ould participate m the advan- 
tages of Its ownership. 

Now, insomuch as the taxauon of rent, or land 
Values, must necessarilv be increased just as we 
abolish other taxes, we may put the proposition 
into practical form by' proposing — 

To abolish all taxation save that upon land 
Values. 

As w'e have seen, the value of land is at the be- 
ginrung of society' nothing, but as society de- 
velops by the increase of population and the ad- 
vance of the arts, it becomes greater and greater. 
In every civilized country', e\en the newest, the 
Value of die land taken as a w'hole is sufficient to 
bear the entire expenses of government In the 
better developed countries it is much more than 
sufficient Hence it will not be enough merely to 
place all ta.xcs upon the value of land It W'lll be 
necessary’, w'herc rent exceeds the present govern- 
mental revenues, commensurately' to increase the 
amount demanded in tax'ation, and to continue 
this increase as society progresses and rent ad- 
vances But this IS so natural and easy' a matter, 
that It may be considered as in\ olved, or at least 
Understood, in the proposinon to put all taxes on 
die value of land. That is the first step, upon 
W'hich the practical struggle must be made When 
the hare is once caught and kdlcd, cooking him 
W'lll follow' as a matter of course. When the com- 
mon right to land is so far appreciated that all 
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taxes arc abolished save those which fall upon 
rent, there is no danger of much more than is 
necessary to induce them to collect the pubhc rev- 
enues being left to indmdual land holders 
Txpcricncc has taught me (for I have been for 
some years endeavoring to popularme this propo- 
sition) that u herever the idea of concentrating all 
taxation upon land values finds lodgment sufficient 
to induce consideration, it mvanably makes way, 
but that there are few of the classes most to be 
benefited by it, who at first, or even for a long 
time afterward, see its full significance and power 
It IS difficult for workingmen to get over the idea 
that there is a real antagonism between capital 
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and labor It is difficult for small farmers and 
homestead oumcrs to get over the idea that to put 
all taxes on the value of land w'ould be unduly to 
tax them It is difficult for both classes to get over 
the idea that to exempt capital from taxation 
would be to make the rich richer, and the poor 
oorer These ideas spring from confused thought, 
ut behind ignorance and prejudice there is a 
owerful mterest, which has hitherto dominated 
terature, educanon, and opmion A great wrong 
always dies hard, and the great wrong which in 
every civdized country condemns the masses of 
men to poverty and want, will not die without a 
bitter stimgglc 


WILLIAM GRAHAM SUMNER 


Of the maivy courageous spints who com- 
bined to bring the doctnne of evolution to 
America, John Fiske (1B41-1901) became the 
most popular His Oiitltiies of Comte Philoso- 
phy, completed m 1874, and his lectures — no- 
tably Tht Idea of God as Affected by Modem 
Knoviledge (1885) — proved to his audiences 
what they wanted to bear their beliefs were 
not destroyed but, on the contrary, were rein- 
forced by the teachings of modem biological 
science. Fiskc sought to demonstrate that the 
highest development of man’s spiritual qualioes 
was the actual goal of the evolutionary process 
Hence, the doctrine of evolution returned man 
to his position of headship in the universe and 
made God more mamatcly a part of that um- 
vtrsc than He had been. Science (Spencenan 
science, it may be said parenthetically) but- 
tressed true religion 

William Graham Sumner (1840-1910) 
pushed the Spencerian analysis into the area 
of social arrangements laisscz faire, private 
property, and indivndualism were the final 
achievements of societal evolution. A man knew 
bis own business better than any government 
could, and a man's success in business was the 
measure of his efficiency and hence of his social 
'V orth Accordingly, Sumner attacked all forms 
of state and associational mtcrv'cnuon 

The introduction of machine production has 
unified the modem industrial world and held 


out the promise of plenty, that system of pro- 
ducaon, not pobcical revolutions or philosophi- 
cal constructs, has changed society Economists 
have failed in their duty, Sumner told the New 
York Free Trade Qub m 1879, their inability to 
agree among themselves has given intellectual 
respectabibty to the nonsense which afflicts the 
world Instead of umnng against heresies m 
finance and errors m social pohey, the econo- 
mists arc no more ready than the ignorant to 
face the fact that mdustnal life is a struggle m 
which the fit survive If protection of the unfit 
should succeed, it would operate only to arrest 
necessary changes in financial methods and in- 
dustrial processes Since freedom for change is 
characteristic of the present advancing system 
of social relanons, the impUcauoti is evident 
In 1883, in his What Social Classes Owe to 
Each Other, Sumner put his posinon clearly and 
vigorously It is a classic statement in defense 
of nonintervention As a result of long struggle, 
society has raised itself from the ngiditv of 
“status” to the free flexibility of “contract” 
That change has given the cxcepaonal mdi- 
vidual the opportunity to advance, it has shifted 
responsibility from the group to the individual 
There were no classes, consequently, certainly 
there were no groups to whom anything was 
owed by some other group Individuals simply 
owed each other ’good-will, mutual respect, 
and mutual guarantees of liberty and security.” 
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But Itgislation could not dictate good-will and 
jiibticc was a matter of right, not favor. 

The “forgotten man,” however, was Sum- 
ner’s concern. The “forgotten man" was the 
solid, middle-class citizen w'ho minded his busi- 
ness, paid his lulls, and w'as ignored by everyone 
but the tax-collector. If society ow'cd anyone 
a duty, It W'as to this “forgotten man," and 
society could best fulfill its obligation by mak- 
ing property secure and government as cheap 
as might be consistent w'lth the achievement of 
that security. 


Sumner worked in other fields with equal 
distinction, lie w.as a close student of Ameri- 
can bank'ing; lie wrote biograjihies of Robert 
Morris, Andrew Jackson, and Alexander Hamil- 
ton, and he made a remarkable collection of 
anthropological data on the origin and evolu- 
tion of social institutions— one of the most im- 
jjoitant W'orks in American anthropology — 
called Folkways (Boston, 1907). 

I'he selection here reprinted is from the orig- 
inal edition of Wha! Social Classes Owe to Each 
Other (New' York, 1883). 


What Social Classes Owe to Each Other 

BY WILLIAM GRAHAM SUMNER 


Intuoduction 

Wi. ARC Toi.D ever)' day that great social prob- 
lems stand before us and deniand a solution, and 
we are assailed by oracles, threats, and warnings 
in reference to those problems. There is a school 
of w'ritcrs w'ho arc playing quite a t 61 c as the 
heralds of the coming duty and the coming woe. 
They assume to speak for a large, but vague and 
undefined, constituency, xvho set the task, exact a 
fulfilment, and threaten, punishment for default. 
Tlie task or problem is not specifically defined. 
Part of the task which devohes on those who 
are subject to the duty is to define the problem. 
They arc told only that something is the matter: 
that it behooves them to find out what it is, and 
how' to correct it, and then to w'ork out the cure. 
All this is more or less truculently set forth. 

After reading and listening to a great deal of 
this sort of assertion 1 find that the question forms 
itself witli more and more distinctness in my 
mind; Who are tliosc w'ho assume to put hard 
questions to other people and to demand a solu- 
tion of them? How' did they acquire the right 
to demand that others should solve their world- 
problems for ihcnP Who are they who arc held 
to consider and solve all questions, and liow did 
tlicy fall under this duty? 

So far as 1 can find out what tlic classes are 
who arc respectively endow'cd with the rights 
and duties of posing and solving social problems, 
they arc as follows. Those who arc bound to 
solve the problems arc the rich, comfortable, 
prosperous, virtuous, respectable, cducarcd, and 
licalthy; those w'hosc right it is to set the problems 
arc those xsho have been less fortunate or less suc- 


cessful in the struggle for existence. The prob- 
lem itself seems to be, Mow shall the latter be 
made as comfortable as the former? To solve this 
problem, and make us all equally w'cll off, is as- 
sumed to be the duty of the former class, the 
penalty, if they fail of this, is to be bloodshed 
and destruction. If they cannot make everybody 
else as well olT as themselves, they arc to be 
brought down to the same misery as others, 
During the last ten years I have read a great 
many books and articles, especially by German 
writers, in which an attempt has been made to 
set uj) “the State" as an entity having conscience, 
jiower, and will sublimated above human limita- 
tions, and as constituting a tutelary genius over 
us all. 1 have never been able to find in history 
or experience anything to fit this concept. I once 
lived in Germany for two years, but I certainly 
saw nothing of it there then. Whether the State 
which Bismarck is moulding will fit the notion 
IS at best a matter of faith and hope. My notion 
of the State has dwindled with growing experi- 
ence of life. As an abstraction, the State is to me 
only All-of-us. In practice — that is, w’hcn it ex- 
ercises will or adopts a line of action — it is only a 
little group of men chosen in a verj' hap-hazard 
way by the majority of us to perform certain 
services for all of us. The majority do not go 
about their selection verj' rationally, and they arc 
almost always disappointed by the results of their 
ow’n operation. Hence “the State," instead of 
oITcring resources of wisdom, right reason, and 
pure moral sense beyond what the average of us 
possess, gcnerall)' offers much less of all those 
things. Furthermore, it often turns out in practice 
that “the State" is not even the known and ac- 
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credited sen’ants of the State, but, as has been well 
said, IS only some obscure clerk, hidden in the 
recesses of a Government bureau, mto whose 
power the chance has fallen for the moment to 
pull one of the stops which control the Govern- 
ment machine In former days it often happened 
that “the State" was a barber, a fiddler, or a bad 
woman. In our day it often happens that “the 
State" B a litde functionary on whom a big func- 
tionary IS forced to depend 

1 cannot see the sense of spending nme to read 
and write observations, such as I find m the wtit- 
mga of many men of great attainments and of 
great influence, of which the foUowmg might be 
a general type If the statesmen could attain to 
the requisite knowledge and wisdom, it is con- 
ceivable that the State might perform important 
regulative functions m the production and distn- 
hution of wealth, against which no posinve and 
sweeping theoretical objection could be made 
from the side of economic science, but statesmen 
never can acquire the requisite knowledge and 
wisdom — To me this seems a mere waste of 
words. The madequacy of the State to regulative 
tasks IS agreed upon, as a matter of fact, by ail. 
Why, then, bring State regulation into the dis- 
cussion simply m order to throw it out again? 
The whole subject ought to be discussed and set- 
tled aside from the hypothesis of State regulaoon. 

The little group of public servants who, as I 
hai e said, constitute the State, when the State de- 
termmes on anything, could not do much for 
themselies or anybody else by their own force 
If they do anything, they must dispose of men, 
as in an army, or of capital, as m a treasury But 
the army, or police, or poue comttmm, is more 
or less All-of-us, and the capital in the treasury is 
the product of the labor and saving of All-of-us 
Therefore, when the State means power-to-do it 
means All-of-us, as brute force or as mdustnal 
force. 

If anybody is to benefit from the action of the 
State It must be Some-of-us If, then, the question 
IS raised. What ought the State to do for labor, 
for trade, for manufactures, for the poor, for the 
learned professions? etc., etc — that is, for a class 
or an interest — it is really the question. What 
ought All-of-us to do for Mme-of-us’ But Some- 
of-us are included in All-of-us, and, so far as they 
get the benefit of their own efforts, it is the same 
as if they \iorked for themselves, and they may 
be cancelled out of All-of-us. Then the question 
which remains is. What ought Some-of-us to do 
for Oihcrs-of-us? or, ^^Tlat do social classes owe 
to each other? 

1 now propose ro try to find out whether there 


IS any class in society which lies under the duty 
and burden of fightmg the battles of life for any 
other class, or of solving social problems for the 
satisfaction of any other class; also, whether there 
is any class w'hich has the right to formulate de- 
mands on “sociecy” — that is, on other classes, also, 
whether there is anj^hing but a fallacy and a 
superstition in the nonon that “the State” owes 
anytlung to anybody except peace, order, and the 
guarantees of rights 

1 have in view, throughout the discussion, the 
cconoimc, social, and political circumstances 
which exist m the United States. 

Chapteb I 

It IS commonly asserted that there are in the 
United States no classes, and any allusion to classes 
IS resented On the other hand, we constantly read 
and hear discussions of social topics m which the 
existence of sonal classes is assumed as a simple 
fact. “The poor,” "the weak,” “the laborers,” are 
expressions which are used as if they had exact 
and well-understood defimtion. Discussions are 
made to bear upon the assumed rights, wrongs, 
and misfortunes of certain social classes, and all 
public speakmg and wnnng consists, m a large 
measure, of the discussion of general plans for 
meelmg the wishes of classes of people who have 
not been able to satisfy their own desires. These 
classes arc someomes discontented, and somenmes 
not. Somenmes they do not know that anything 
IS amiss with them until the “fnends of humanity ’ 
come to them with offers of aid Sometimes they 
are discontented and envious. They do not take 
their achievements as a fair measure of their 
rights They do not blame themselves or their 
parents for their lot, as compared with that of 
other people Sometunes they claim that they have 
a right to everything of which they feel the need 
for their happmess on earth To make such a claim 
agamst God or Nature would, of course, be only 
to say that we claim a right to bve on earth if we 
can But God and Nature have ordained the 
chances and conditions of life on earth once for 
all The case cannot be reopened We cannot get 
a revision of the laws of human hfe We are abso- 
lutely shut up to the need and duc)', if we would 
learn how to bve happily, of mvesngating the 
laws of Nature, and deduemg the rules of right 
living in the world as it is These are very weari- 
some and commonplace tasks They consist in 
labor and self-denial repeated over and over again 
m leammg and doing. When the people whose 
claims we are considering are told to apply them- 
selves to these tasks they become irnuted and 
feel almost msulted They formulate their daans 
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as riglus against socictj — tliar is, against sonic 
ocher men. In their \ic\\ they liavc a rigiit, not 
only to pursue happiness, but to get it, and if they 
fad to get it, they thinlv they have a claim to the 
aid of other men — that is, to the labor and self- 
denial of other men — to get it for them. They find 
orators and poets who tell them that they have 
grievances, so long as they have unsatisfied de- 
sires 

. . . Certain ills belong to the hardslup of hu- 
man life. They are natural They are part of the 
struggle with Nature for existence We cannot 
blame our fellow-men for our share of these. My 
neighbor and I arc both struggling to free our- 
selves from these ills The fact that my neigh- 
bor has succeeded in this struggle better than I 
constitutes no grievance for me. Certain other 
ills are due to the malice of men, and to the im- 
perfections or errors of civil instituQons. These 
ills arc an object of agitation, and a subject of dis- 
cussion The former class of ills is to be met only 
by manly effort and energy, the latter may be 
corrected by associated effort. The former class 
of ills IS constantly grouped and generalized, and 
made the object of social schemes. We shall sec, 
as we go on, what that means The second class 
of ills may fall on certain social classes, and re- 
form will take the form of interference by other 
classes in favor of that one. The last face is, no 
doubt, the reason why people have been led, not 
noticing distinctions, to believe that the same 
method was applicable to the other class of ills. 
The distinction here made between the ills hich 
belong to the struggle for existence and those 
which arc due to the faults of human instituuons 
IS of prime importance 

It will also be important, in order to dear up 
our ideas about the notions which arc in fashion, 
to note the relation of the economic to the polit- 
ical significance of assumed duties of one class 
to another. That is to say, we may discuss the 
question whether one class owes duties to another 
by reference to the economic effects which will 
be produced on the classes and societ)^; or we may 
discuss the political expediency of formulating 
and enforcing jights and duties respectively be- 
tween the parties. In the former ease we might 
assume that the givers of aid were willing to give 
it, and we might discuss die benefit or mischief 
of their activity. In the other ease we must as- 
sume that some at least of those who were forced 
to give aid did so unwillingly. Here, then, there 
would be a question of rights The question 
whether voluntarj' chanty is mischievous or not is 
one thing, the question whether legislation which 
forces one man to aid another is nght and wise, as 


well as economically beneficial, is quite another 
question Great confusion and consequent error 
IS produced by allowing these two questions to 
become entangled in the discussion. Especially we 
shall need to notice the attempts to apply legisla- 
tive methods of reform to the ills w hich belong to 
the order of Nature. 

There IS no possible definition of “a poor man." 
A pauper is a person who cannot cam his living; 
whose producing pow'crs have fallen positively 
below nis necessary consumption, w'ho cannot, 
therefore, pay his way. A human society needs the 
active co-opcration and productive energy of 
every person in it. A man w'ho is present as a con- 
sumer, yet W'ho docs not contribute cither by land, 
labor, or capital to the work of society, is a bur- 
den. On no sound political theorj' ought such a 
person to share in the political pow'cr of the 
State. He drops out of the ranks of workers and 
producers. Society must support him. It accepts 
the burden, but he must be cancelled from the 
ranks of the rulers likewise. So much for the 
pauper. About him no more need be said. But he 
is not the ‘‘poor man." The ‘‘poor man” is an elas- 
tic term, under which any number of social fal- 
lacies may be hidden 

Neither is there any possible definition of ‘‘the 
weak ” Some arc weak m one way, and some in 
another, and those w'ho arc weak in one sense are 
strong in another. In general, however, it may be 
said that those whom humanitarians and philan- 
thropists call the w'cak arc the ones tlirough whom 
the producuve and conservative forces of society 
arc wasted. They constantly neutralize and de- 
stroy the finest efforts of the wise and industnous, 
and are a dead-weight on the society in all its 
struggles to realize any better things. Whetlier 
the people W'ho mean no harm, but arc weak in 
the essential powers necessary to the perform- 
ance of one’s duties in life, or those who are 
malicious and vicious, do the more mischief, is 
a question not easy to answ'cr 

Under the names of the poor and the weak, 
the negligent, shiftless, inefficient, silly, and im- 
prudent arc fastened upon the industrious and 
prudent as a responsibility and a duty. On the 
one side, the terms are extended to cover the 
idle, intemperate, and vicious, who, by the com- 
binauon, gain credit which they do not deserve, 
and which they could not get if they stood alone. 
On the other hand, the terms are extended to 
mclude wage-receivers of the humblest rank, 
xvho are degraded by the combination The 
reader who desires to guard himself against fal- 
lacies should always scrutinize the terms “poor” 
and “weak” as used, so as to see which or how 
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nwnv of these classes they are made to cover. 

Tnc humanttanans, philanthropists, and re- 
formers, looking at the facts of hfc as they present 
themselves, find enough which is sad and unprom- 
ising in the condiaon of many members of societ)’ 
They see wealth and povert)' side by side They 
note great inequality of social posinon and social 
chances. They eagerly set about the attempt to 
account for wliat they see, and to devise schemes 
for remedying what they do not like In their 
eagerness to recommend the less fortunate classes 
to pity and consideration they forget all about the 
rights of other classes, they gloss over all the 
faults of the classes m question, and they exag- 
gerate their misfortunes and their virtues They 
invent new theoncs of property, distortmg nghts 
and perpetratmg injustice, as any one is sure to do 
who sets about the re-adjustment of social rela- 
tions with the interests of one group distmctly 
before his mind, and the interests of all other 
groups thrown mto the background When I 
have read certam of these discussions I have 
thought that it must be quite disreputable to be 
respectable, quite dishonest to osvn properej’, 
quite unjust to go one’s own way and earn one’s 
osvn living, and that the only really admirable 
person was the good-for-nothmg The man who 
by his own effort raises himself above povertj' ap- 
pots, in these discussions, to be of no account 
The man who has done nothmg to raise himself 
above poverty finds that the social doctors flock 
about rum, bringing the capital which they have 
collected from the other class, and promising him 
the aid of the State to give hun what the other 
had to work for In ail these schemes and proj- 
ects the organized mtervention of soaety through 
the State is either planned or hoped for, and the 
State fa thus made to become the protector and 
guardian of certain classes. The agents who are 
to direct the State action are, of course, the re- 
formers and philanthropists Their schemes, there- 
fore, may always be reduced to this tyjie — that 
A and B decide w hat C shall do for D It wdl be 
mtcrcstmg to inquire, at a later penod of our dis- 
cussion, who C IS, and what the effect is upon him 
of all these arrangements In all the discussions at- 
tention IS concentrated on A and B, the noble 
social reformers, and on D, the “poor man ’’ I call 
C the Forgotten Man, because I have never seen 
that any notice was taken of hun in any of the dis- 
cussions \Hien we have disposed of A, B, and D 
we can better appreciate the case of C, and I think 
that we shall find that he deserves our attention, 
for the worth of his character and the magnitude 
of hit unmerited burdens. Here it may suffice ro 
obien e that, on the theoncs of the social philos- 


ophers to whom I have referred, we should get a 
new maxim of judicious living Poverty is the 
best pobev' If you get wealth, you will have to 
support other people, if you do not get wealth. 
It wdl be the duty of other people to support you 

No doubt one chief reason for the unclear and 
contradictory tliconcs of class relations lies m the 
fact that our society', largely controlled m all its 
organization by one set of doctrines, snil contams 
survivals of old social theories which arc totally 
mconsistent with the former In the Middle Ages 
men were united by custom and prescription into 
associations, ranks, guilds, and communities of 
vanous kinds These aes endured as long as life 
lasted Ckmseijuently soaety was dependent, 
throughout all its details, on status, and the tic, or 
bond, was sentimental In our modem state, and 
m the United States more than anywhere else, the 
social structure is based on contract, and status is_ 
of the least importance Contract, however, is ra- 
□onal — even rationalistic. It is also realistic, cold, 
and matter-of-fact A contract relation is based 
on a sufficient reason, not on custom or presenja- 
tion It is not permanent. It endures only so long 
as the reason for it endures In a state based on 
contract sentiment is out of place m any public 
or common affairs It is relegated to the sphere 
of pnvate and persona] relations, where it de- 
pends not at all on class types, but on personal ac- 
quaintance and personal esumates. The sennmea- 
talists among ns always seize upon the survivals 
of the old order They want to save them and 
restore them Much of the loose thmkmg also 
which troubles us in our social discussions arises 
from the fact that men do not disrmguish the ele- 
ments of status and of contract which may be 
found in our society 

Whether social philosophers thmk it desurable 
or not. It IS out of the question to go back to 
status or to the sentimentj relaoons which once 
united baron and retamer, master and servant, 
teacher and pupil, comrade and comrade That 
we have lost some grace and elegance is unde- 
niable That life once held more poetry and ro- 
mance 13 true enough. But it seems impossible 
that any one who has studied the matter should 
doubt that we have gamed immeasurably, and that 
our farther gains lie in going forward, not m 
gomg backward The feudal aes can never be re- 
stored If they could be restored they would brmg 
back personal capnee, favoritism, sy'cophancy, 
and intrigue. A society based on contraa is a 
society of free and independent men, who form 
aes without favor or obligaaon, and co-operate 
without cnnging or intrigue A soaety based on 
contract, therefore, gives the utmost room and 
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cliancc for individual development, and for all 
the i>clf-rcliancc and dignity of a free man. Tliac 
a socict)’ of free, men, co-operating under con- 
tract, IS by far the strongest society which has 
ever ) ct existed, that no such society has ever yet 
developed the full measure of strength of which 
it is capable, and that the only social improve- 
ments v, hich are now conceivable he in the direc- 
tion of more complete reah2ation of a societx’ of 
free men united by contract, are points which 
cannot be controverted. It follows, however, that 
one man, m a free state, cannot claim help from, 
and cannot be charged to give help to, another. 
To understand the full meanmg of this assertion 
it will be worth wlule to see what a free democ- 
racy is. 

Chapter II 

, . . . The notion of civil liberty which we have 
inherited is tliat of a status created for the individ- 
ual by laws aud wstitiawns, the effect of which 
is that each man is guaranteed the use of all his 
own powers exclusively for his owm welfare. It 
is not at all a matter of elections, or umversal suf- 
frage, or democracy. All institutions are to be 
tested by the degree to which they guarantee 
libcrt)'. It IS not to be admitted for a moment 
that liberty is a means to social ends, and that it 
may be impaired for ma)or considerations Any 
one who so argues has lost the bearing and rela- 
tion of all the facts and factors in a free state. A 
human being has a life to live, a career to run. He 
is a centre of powers to work, and of capacities to 
suffer. What his powers may be — whether they 
can carrj' him far or not; what his chances may 
be, whether wide or restricted; what his fortune 
may be, whether to suffer much or little — are 
questions of his personal destiny which he must 
work out and endure as he can, but for all that 
concerns the bearing of the societj'' and its institu- 
tions upon that man, and upon the sum of hap- 
piness to which he can attain during his hfc on 
earth, the product of all histoiy' and all philosophy 
up to this time is summed up in the docainc, that 
he should be left free to do the most for himself 
tliat he can, and should be guaranteed the exclu- 
sive enjoyment of all that he docs If the society — 
that is to say, in plain terms, if his fellow-men, 
eitlicr individually, by groups, or in a mass — im- 
pinge upon liim otherwise than to surround him 
with neutral conditions of security, they must do 
so under the strictest responsibility to justify 
themselves. Jealous}' and prejudice against all such 
interferences arc high poliucal virtues in a free 
man. It is not at all the function of the State to 
make men happy. They must make themselves 


happy m their own way, and at their own risk. 
The functions of tlic State he entirely in the con- 
ditions or chances under which the pursuit of 
happiness is carried on, so far as those conditions 
or chances can be affected b}’ civil organization. 
Hence, liberty for labor and security for earn- 
ings are the ends for which civil institutions exist, 
not means which nuy be cmplo}cd for ulterior 
ends. 

Now, the cardinal doctrine of any sound po- 
liucal s}’stem is, that rights and duties should be in 
cqudibrium. A monarchical or aristocratic s}’stcm 
is not immoral, if the rights and duties of persons 
and classes are in equilibrium, although the rights 
and duucs of different persons and classes are 
unequal. An immoral political system is created 
w'hencvcr there arc privileged classes — that is, 
classes who have arrogated to themselves rights 
whde throwing the duties upon others In a de- 
mocracy all have equal political rights. That is 
the fundamental pohacal principle. A democracy, 
then, becomes immoral, if all have not equal polit- 
ical duties. This is unquestionably the doctrmc 
w'hich needs to be reiterated and inculcated be- 
yond all others, if the democracy is to be made 
sound and permanent Our orators and writers 
never speak of it, and do not seem often to know 
anything about it, but the real danger of democ- 
racy IS, that the classes which have the power 
under it will assume all the rights and reject all 
the duties — that is, that they wdl use the political 
power to plunder those-who-have. Democracy, 
in order to be true to itself, and to develop into 
a sound working system, must oppose the same 
cold resistance to any claims for favor on the 
ground of poverty, as on the ground of binh and 
rank. It can no more admit to public discussion, 
as within the range of possible action, any schemes 
for coddling and hclpmg wage-receivers than it 
could entertain schemes of restricting political 
power to wage-payers. It must put dowm schemes 
for making “the rich” pay for whatever “the 
poor” want, just as it tramples on the old theo- 
ries that only the rich are fit to regulate society. 
One needs but to watch our periodical literature 
to see the danger that democracy wdl be con- 
strued as a system of favoring a new privileged 
class of the many and the poor. 

Holding in mind, now, the notions of liberty 
and democrat:}'' as we have defined them, we see 
that it IS not altogether a matter of fanfaronade 
when the Amencan citizen calls himself a “sov- 
ereign ” A member of a free democracy is, m a 
sense, a sovereign. He has no superior. He has 
reached his sovereignty, however, bj' a process of 
reduction and division of power which leaves him 



THE AMERICAN MIND 


no infenor It is very pand to call one’s seW a 
sovereign, but it is greatly to the purpose to notice 
that the political responsibilities of the free man 
have been intensified and aggregated )vist in pro- 
portion as political nghts liave been reduced and 
divided Many monarchs have been mcapable of 
sovcreignt)' and unfit for it Placed m eitalted situ- 
ations, and inheritors of grand opportunities, they 
have exhibited only their ovvn imbecility and vice 
The reason was, because they thought only of the 
gratification of their own vanity, and not at all 
of their duty The free man who steps forward to 
claim his inhcntance and endowment as a free and 
equal member of a great civil body must under- 
stand that his duties and responsibilities are meas- 
ured to him by the same scale as his nghts and his 
powers. He wants to be subject to no man He 
wants to be equal to his fellows, as all sovereigns 
are equal So be it, but he cannot escape the de- 
duction that he can call no man to his aid The 
other sovereigns will not respect his independence 
if he becomes dependent, and they cannot re- 
spea his equality if he sues for favors The free 
man m a free dcmocracp, when he cut off all the 
tics V, hich might pull him down, severed also all 
the oes by which he might have made others pnll 
him up He must take all the consequences of his 
new status. He is, in a certain sense, an isolated 
man The family oe docs not bring to him dis- 
grace for the misdeeds of his relatives, as it once 
would have done, but neither does it furnish him 
with the support which it once would have given 
The relations of men are open and free, but they 
arc also loose. A free man m a free democracy 
derogates from his rank if he takes a favor for 
which he docs not render an equivalent 
A free man m a free democracy has no duty 
w hatev cr toward other men of the same rank and 
standing, escept respect, courtesy, and good-will 
We canooc say that there ate no classes, when we 
are speaking polincallv', and then say that there 
art dasses, wnen wc are telling A what it is his 
duty to do for B In a free state every man is held 
and expected to take care of himself and his fam- 
ily, to make no trouble for his neighbor, and to 
contribute his full share to public interests and 
common necessities If he fails m this he throws 
burdens on others He docs not rhereby acquire 
rights against the others On the contrary, he 
only accumulates obligations toward them, and if 
he 11 allowed to make his defiaencies a ground 
of new claims, he passes over into the posinon of 
t pnvHcgcd or petted person — emanapated from 
duties, endow cd with claims. This is the mevicablc 
result of combim'ng democratic political theories 
with humanitarian social theories It would be 
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aside from my present purpose to show, but it is 
worth noticing m passing, that one result of such 
inconsistency must surely be to undermine de- 
mocracy', to mercase the power of wealth m the 
democracy, and to hasten the subjection of de- 
mocracy to plutocracy, for a man who accrats 
any share which he has not earned in another 
man's capital cannot be an independent citi- 
len . 

CbycniisioN 

We have now seen that the current dis- 
cussions about the claims and rights of social 
classes on each other are radically erroneous and 
fallacious, and we have seen that an analysis of the 
general obhgaoons which wc all have to each 
other leads us to nothing but an emphatic repen- 
tion of old but well-acknowledged obhgations 
to perfect our political institutions. We have been 
led to restriction, not extension, of the functions 
of the State, but we have also been led to see the 
necessity of pnnfymg and perfecting the opera- 
tion of the State m the functions -which properly 
belong to It. If we refuse to recognize any classes 
as existing m society when, perhaps, a claim might 
be set up that the wealthy, educated, and virtuous 
have acquired special n^hvs and precedence, we 
certainly cannot recognize any classes when it is 
attempted to establish such distincoons for the 
Sake of imposing burdens and duties on one group 
for the benefit of othen The men who have not 
done their duty in this world never can be equal 
to those who have done their duty more or less 
well If words like wise and foolish, thrifty and 
extravagant, prudent and negbgcnt, have any 
meaning in language, then it must wAe some 
difference how people behave m this world, and 
the difference will appear in the position they 
acquire in the body of society, and in relation to 
the chances of life They may, then, be classified 
m reference to these facts. Sneh classes always 
will exist, no other social distinctions can endure 
If, then, we look to the origin and definition of 
these classes, we shall find it impossible to deduce 
sny obligations wluch one of them bears to the 
other Tne class distinctions simply result from 
the different degrees of success ivith which men 
haic availed themselves of the chances which 
were presented to them Instead of endeavormg 
to redistribute the acquisitions which have been 
made between the existing classes, our aim should 
be to increase, multiply, and extend the chances 
Such IS the work of avilizanon. Every old error 
or abuse which is removed opens new chances of 
development ro all the new energy of society 
Every improvement m education, science, art, or 
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yovcrnmcnC expands the chances of man on earth. 
Sijcli expansion is no guarantee of equality On 
tlic comrarx’, if there be hbertx', some will profit 
by the clianccs eagerly and some will neglect them 
altogether Therefore, tlic greater the chances the 
more unequal w ill be the fortune of these two 
raits of men So it ouglit to be, m all justice and 
right reason. The yearning after equality is the 
offspring of envy and covetousness, and there is 
no possible plan for satisfying that yearning which 
can do aught else than rob A to give to B, conse- 


quently all such plans nourish some of the 
cst vices of human nature, waste capital, and 
throw civihitation. But if we can expan 
chances we can count on a general and 
growth of civilization and adianccmcnt i 
cict)' by and through its best members. 1 
prosecution of these chances we all owe t( 
other good-will, mutual respect, and mutual 
antces of liberty and security' Beyond this 
ing can be affirmed as a duty of one group 
other in a free state. 
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DAVID A WELLS 


In David A WELts’s third report as Revenue 
Commissioner m 1869, one sees clearly the pic- 
ture of a great Umted States emerging from 
four years of war • 

David A Wells (1818-1898) had come to 
politics with unusual equipment both in educa- 
tion and business evpencnce Instead of under- 
going the usual legal trammg, Wells had studied 
at the ShefHeld Scientific School, after being 
graduated from Wilhams College He had made 
practical improvements in textile manufactur- 
ing, joined the publishmg firm of Putnam's and 
xvnttcn several texts m science and technology 
In 1864, his pamphlet, Out Burden and Our 
Strength presented an account of the economic 
position of the United States which helped 
make prospective buyers more certam of the 
soundness of invcsnng m government bonds 
His work impressed Lincoln to the point of ap- 
pointing Wells chairman of a commission to 
investigate the system of raising revenue and 
then creating the post of Commissioner of In- 
ternal Revenue for him 
Wells’s refusal to become a mouthpiece for 
protectiomst lobbying led to the abolition of 
his office and he was retired to pnvate hfe m 
1S70 Thereafter, he turned his attention to 
busmess and public issues He helped rcotgamze 
the Erie Railroad after the orgy of speculaave 
manipulation which had made it a byword, and 
he M orked for tariff reform The latter interest 
IS foreshadowed in Wells’s third report as rc\ e- 
nuc commissioner. Though he had come into 
office certain that protection tvas desirable, his 
expcncncc there helped convince him of his 
error Study of the nation’s development since 
1840 “unmistakably teaches this lesson, that the 
progress of the countr)' through what we may 
term the strength of its elements of vitality is 
independent of legislation and even of the irm 


povenshment and w'aste of a great war Like 
one of our own mighty rivers, its movement 
is beyond control Successive years, like succes- 
sive affluents, only add to and increase its vol- 
ume, while legislative enactments and conflict- 
ing commercial pohcies simply deflect 
the current or constitute temporary obstruc- 
tions In fact, if the nation has not yet been 
lifted to the fnll comprehension of its own 
work, It builds detemunately, as it were, by 
instmct." 

That instmct had covered the country with 
railroads, stretched telegraph hnes across the 
continent, dug oil and coal and iron from its 
ground and made them into machines Even 
the South was beginning to restore its broken 
economy and the rest of the country was mak- 
ing great stndes Yet the nation was suU hin- 
dered by three barriers in its path an irredeem- 
able paper currency, an inefficient and inequita- 
ble excise system, and an ill-devised tanff pohey. 
All three were raising the American cost of 
production The currency had already ham- 
pered our export trade, by its conunued effect 
on price levels, it was barring us from world 
markets Unequal taxes have been a further 
check on progress The excise system should 
have ended with the war that made it necessary 
A tanff sufficient for the revenue needed by 
the country m its present state of indebtedness 
would afford a reasonable degree of protecDon 

Even if a reasonable tariff policy is too much 
to ask, m view of popular acceptance of pro- 
tectionist dogma, other steps could be taken 
Wells recommends economy m government as 
a beginning and the end of subsidies to railroads. 
Tax policy should be reformed, and the gov- 
ernment’s revenue increased to a point which 
would allow the purchase and redemption of its 
bonds In addition, the Treasury should cncour- 
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age the conversion of the United States notes 
into bonds so as to reduce the amount of ir- 
redeemable paper in circulation. By adopting 
such a sound financial program, the United 
States would cut its costs of production, raise 
its productive power, and move into a state of 


prosperity that would not be snapped by the 
evil effects of inflation. 

The selection here reprinted is taken from a 
pamphlet originally issued as a supplement to 
the New York Evening Vast (New York, 
1869). 


Report of the Special Comviissioiier of the Revemie 


TnLASUKY DlJ’AKTMhNT 

Ol ncc 01 Sl'LCIAI. COMMISSIONLU OI' Tllb RtVENUt 

Washington, D.C., January, 1869 
Sm: — I propose 111 this my third annual report, 
wluch 1 liavc the honor herewith to present, to 
ask tlirougli you tlic attention of Congress to the 
results of a somewhat extended investigation, in- 
stituted with a view not of establishing or con- 
firming any particular theory, but rather of de- 
termining, through the collection of positive data, 
what policy in legislation is likely to prove here- 
after most advantageous to the revenue, and most 
certain to establish the credit and industry of the 
whole country upon a sound and substantial basis. 

As all reasoning in respect to the future must 
necessarily be predicated upon the cxjiericnce of 
the past or present, it is obvious that the first step 
or starting point of this inquiry is involved in the 
determination of the question as to what is 

TIIC I'KLSLNT CONDITION 01 TIIK CAPITAL AND IN- 
DUSTIlY OF THE COUNTKY 

Tlic facts which constitute an answer to this 
question arc to a considerable degree contradic- 
tory and paradoxical. On the one hand there is 
much that indicates that the country is rapidly 
recovering from the effects of the war, and re- 
suming that wonderful career of progress and de- 
velopment which especially charactcri/.cd its his- 
tory during the period embraced in the thirteen 
years from 1847 to i860. On the other hand there 
is another class of facts which as unmistakably 
indicate the existence of agencies which tend to 
arrest or obstruct national development, and 
which foster speculation, idleness, extravagance 
of living, discontent with moderate and slow gains, 
haste to be rich, and the spirit of trading as dis- 
tinguished from the spirit of production. 

It is proposed, m tlic first instance, to briefly 
stare the evidence in support of the first propo- 
sition, and although this evidence has been pre- 
sented in great |iart already by the Commissioner 
in his two previous reports, yet a recapitulation 
of the leading elements of national wealth, on 
which rest the elements of national credit, can 


never be considered as untimely so long as a dis- 
trust of the resources of the nation is for any 
purpose fostered and encouraged — ^particularly 
by persons holding oflicial or other public posi- 
tions This evidence may be grouped as follows. 

First Immicration — From the ist of July, 
1865, to the 1st of December, 1868, about 1,000,000 
natives of foreign countries have sought a perma- 
nent home in the United States. Investigations 
made some years ago (since when the character 
of the immigration has greatly improved), showed 
that these immigrants bring with them specie or its 
equivalent to the average amount of eighty dollars 
per head; wlule their average value to the country 
as producers cannot be estimated at less than half 
the average value of an ordinarx' laborer in the 
south prior to the war, vi/. 5 i,ooo each. Immigra- 
tion, tlien, since the termination of the war, may 
be regarded as having added $80,000,000 directly, 
and $500,000,000 indirectly, to the wealth and re- 
sources of the country. 

Secondly A Genshal Increase in the Prod- 
ucts Ol - Domestic Industkt. — The Commis- 
sioner is fully aware of the difficulties attendant 
upon the determination of estimates in this de- 
partment, prices, with the present irredeemable, 
fluctuating currency being wholly valueless as a 
measure; while a statement of quantities, to be 
strictly accurate, must be considered not only 
with reference to quality, but also to the normal 
incre.Tsc in production, which under all circum- 
stances accompanies an increase of population. 
Nevertheless, the wealth of the country is its ca- 
pacity for annual production, and an analysis of 
this production is the surest, and at present the 
only, available method of testing that wealth. 

Speaking generally, however, m the first in- 
stance, the Commissioner asserts that all the avail- 
able data tend to establish the following con- 
clusion, VIA- Tliat within the last five years more 
cotton spindles have been put in operation, more 
iron furnaces erected, more iron smelted, more 
bars rolled, more steel made, more coal and cop- 
per mmed, more lumber sawed and hewn, more 
houses and shops constructed, more manufactories 
of different kinds started, and more petroleum 
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collected, refined, and exported, than during any 
equal period m the history of the country, and 
that tha increase has been greater both as regards 
qualit)’ and quantity, and greater than the legio- 
niate increase to be expected from the normal 
mcrease of wealth and population 

To support this general statement, the follow- 
ing speafic esidence may be adduced 

I. Cotton morntfacture — The number of cot- 
ton spindles m the Umted States, accordmg to 
the census of i860, was 5,a35,7i7 From i860 to 
1864 there svas little or no increase of cotton ma- 
chmery, but poslibly a diminunon — many mdls, 
under the great demand for army clothmg, havmg 
been converted into estabhshments for the manu- 
facture of woollens. The number of spindles, 
howes er, at present in operaaon, is shown by the 
recent returns of the Amencan Cotton Manu- 
facturers and Planters’ Association to be about 
7/100,000, a gam of 31-78 per cent, in from four 
to five years, and mainly since the termination of 
the war m r86j An estimate, based on less perfect 
data, given in the last annual report of the Com- 
missioner, fixed this increase at only from ij to 
ao per cent. 

2 Woollen ntmttfactwe — Imperfect statistics, 
collected by the Northwestern Woollen Mann- 
facturets’ Association, show the increase m the 
woollen manufacture of seven States of the west, 
VIZ., Ohio, Michigan, Indiana, Illinois, Wiscon- 
sin, Iowa, and Minnesota, to have been smee i860, 
as follows 

No of cstab- Capital Sets of ma- 
lishmcnts invested chinery 
i860 . . 2J9 51,616,740 294 

•868 557 5448,000 995 


3 Pig iron pTodttction — In the department of 
iron industry the Commissioner would again call 
attention to the fact stated m his previous re- 
port, that the recent average annual mcrease m 
the production of pig iron is remarkably uniform 
and grcatlj' m excess of the ratio of mcrease of 
population, the latter, at the present time, bemg 
assumed at about the raao of increase from 1850 
to i860, \un, 3E per cent., while the annual m- 
crease in the product of pig iron, durmg the last 
file jears, has been as follows 

Annual product of pig iron from iS6j to 1S6S 
Tons Annual mcrease 

947.604 

’864 ... . 1,135497 19.82 percent. 

•866 1,351,143 9 50 per cent 

'867 .. 1447,771 7 16 per cent. 

• 868, (estimated) . . 1,530,000 7/16 per cent. 


For the seven years from i860 (when the pro- 
duction was 913,770 tons) to 1867, the average 
annual mcrease has been 835 per cent. 

This mcrease is m excess of the present aver- 
age armual mcrease of the pig iron product of 
Great Bntam, which smec 1863 has been as fol- 
lows 


1863 

1864 

1865 

1866 


Tons Increase 
4,310.040 

4.767.95 • 5 7> 

4,8 19,234 I 08 per cent. 

Decrease 

4,523,897 6 50 per cent. 


4 Copper — ^The product of the copper nunes 
of Lake Superior from i860 to 1867, mcluave, is 
returned as follows 


i860 

i66i 

1862 

1863 

1864 

1865 

1866 

1867 


Tons 

6/100 

9/162 

8.348 

8r47i 

10,790 

•0.375 

••.735 


Dunng the same penod the copper product of 
Great Bntam largely dechned, viz from 15,968 
tonsm i860, to 11,153 tonsm 1866, and 10,800 tons 
m 1867 

5 PetrolerniL — In 1861 the export of petroleum 
was returned at 10,887,701 gallons. — Durmg the 
years 1864 and 1865, with the advantage of a high 
premium on gold, the e.xport mereased to an 
average of about 30,000,000 gallons. In 1867 the 
export was 67,052/120 gallons, and for 1868 the e.x- 
port to December 18 is returned at 94,774,291 gal- 
lons. 

6 Coal — ^The recent increase in the production 
of anthracite coal, which may be taken as a meas- 
ure of the product of all American coal, is re- 
ported as follows 1862, 7499,550 tons, 1866, 12,- 
379490 tons, 1867, 12,650,571 tons, 1868, to De- 
cember 12, 13,300,000 tons Durmg the past year 
the supply of anthracite coal has been seriously 
affected by stnkes and constant mterrupnons of 
labor, otherwise there is no reason to doubt that 
the aggregate product mmed would have shown 
a muen larger mcrease than has been indicated 
But as the case stands the mcrease which has actu- 
ally taken place proves that the conditions of abil- 
ity to consume — which condinons are mainly m- 
dustrial — have not been impaired, but have m- 
creased durmg the past year m about a three-fold 
ratio to the estimated mcrease of population. 
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7. Lake toiwage . — ^The following table, pre- 
pared for the Chicago Board of Trade, ihows the 
recent increase of tonnage upon the nonhern 
lakes, (exclusive of canal boats,) for the years 
ending March 31, 1864, 1866, and 1867 

Vessels Tonnage Increase 


1864 648 201,304 

1866 997 251,077 24 per cent. 

1867 1,196 279,981 11 per cent 


8. CoTistmiption of sugar and coffee , — In Eu- 
rope, sonic measure of the prospentj' of the peo- 
ple can, It IS bclic\ cd, be obtained by noticing the 
rise or fall m the consumpuon of certain articles 
which cannot be considered as belonging wholly 
to the catalogue of necessities, such as sugars, tea, 
colTcc, &.C Making use of tins standard, the fol- 
lowing results arc obtained. 

The average monthly consumption of imported 
sugars for tlie eleven months ending November 
30, 1868, as indicated by the distribution from 
the five principal Atlantic ports, w'as 82,149,760 
pounds, as compared w'lth 70,088480 pounds for 
the corresponding period of 1867, and 68,296,600 
pounds for that of 1865-, while the average 
montlily consumption of coffee for 1868, deduced 
from the same data, has been 8,294 com- 

pared with 7,560 tons in 1867, and 5,999 tons in 
1866. 

TiiinoLY. The continued incuease in the 

ACKICULTUIUL PKODUCT OI THE UNITED STATES, 
WHETHEH MEASUKl-J) DY QUANTITY OR VALUE. — ^Thc 

aggregate crops of the northern States for 1867 
were believed to be greater than those of any 
previous year, while the crops for the past year 
arc known to e.xcccd in quantity and quality 
those of 1867. 

As specific evidence, a few statistics arc pre- 
sented whicli have recently been published on 
what seems reliable authority. 

In the State of Ohio the recent increase of 
sheep, hogs, and cereals, is reported as follows 

Number of sheep in 1865 6,305,796 

Number of sheep m 1868 7,580,000 

In the eight years last past the sheep of Ohio 
are reported as having more than doubled. 

Number of hogs in 1865 1400,000 

Number of hogs in 1868 2,100,000 

Cereal crops, including wheat, com, and oats 


Bushels 

1865 107414,278 

1866 118,061,911 

1868 141,000,000 


The commercial return of the number of hogs 
packed at the west since the season of 1864-5, ^ 
as follows- 

1 865 - |66 i.7“5i955 

1866- ’67 2490,791 

1867- 68 2,781,084 

As respects the agricultural products of the 
southern States, the returns collected by the as- 
sociation of cotton manufacturers and planters 
before referred to, show that the crop of 1867-8 
was at least 2,500,000 bales, or about 65 per cent, 
of the average crop for the five years immediately 
preceding the war, while for the year 1868-9 the 
estimates arc generally in favor of 2,700,000 bales. 
The results of the two crops upon the interests of 
the south will, however, be materially different. 
During the crop year 1867-8, the south did not 
raise food sufficient for its own subsistence, and 
a large part of the proceeds of the cotton of that 
year w'cre used for the purchase of food, and also 
to repay advances for the previous purchase of 
stock and implements This year, 1868-9, the 
south has raised food in excess of its necessities, 
and the proceeds of nearly tlic entire crop may be 
considered in the light of a surplus for future 
developmenL 

The following are the estimated cotton crops 
of the south smee the termination of the war — 
1865-66, 2,154476 bales, i 866-’67, 1,954,988 bales, 
1867-68, 2,498,895 bales, 1868-69, estimated 2,- 
700,000 bales 

Tlie culture of rice at the south, which at the 
termination of the w-ar practically amounted to 
notlung, has also so far been restored that the 
product of the present year is estimated at 70,000 
tierces, an amount probably sufficient for home 
consumpuon, and giving certain promise of a 
speedy renewal of the former e.xtensive exports 
of this aruclc 

The following is an estimate of the tobacco 
crops of the United States since 1850, prepared 
by a committee of the trade for the use of the 
Committee of Ways and Means, at tlie first ses- 
sion of the 40th Congress: 


Pounds 

1850 201,350,663 

1863 267,353,082 

1864 177460,229 

1865 183,316,953 

1866 325,000,000 

1867 250,000,000 


Fourthly- Railway extension and moveailst. 
— ^The total number of miles of railroads in the 
United States at the close of 1835 was 1,098, at 
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the clcue of 1867, 39^. g^vm; an a\erage in- 
crease of 1,156 for each scar of the intervening 
period The annual progress of railroad extension 
dunne and subsequent to the vrar is shon-n b\ the 
foUoning table 

Maes 

i860 1.848 

1S61 .. . 8:i 

884 

1863 - t.050 

1864 7J8 

1865 ‘.=77 

1666 ‘.83= 

1867 • • =.==7 

iS63 (estimated) a,5oo 


It mil thus be seen that since and including 
the j car 1865, the rear of the terminanon of the 
srar. nearlj S,ooo miles of railroad have been con- 
structed m the United States, and chat the present 
rano of increase is more than double the average 
of railroad historv pnor to i860, (\tz. 1,1 j 6 miles ) 

On the other hand the average annual mcrease 
of railroids m Great Britain from i860 to 1863 
tvas only 571 miles, and in France during the same 
period 509 miles. 

An analvsis of the railway ssTOm of the United 
States, s\ hich has been made for the first time dur- 
ing the past s ear presents us, hon e\ er, n ith re- 
snln which, mere dies no: founded on mcontro- 
vertible data, ss ould seem fabnious. Thus the rano 
of the gross earnings to cost of the railroads of 
the nhole countrv for the )ear 1867 nus equal 
to about a I per cent, for the northern Sates 
about :3 per cent The railroads of the countrv, 
therefore, non receive their cost m a little more 
than four years, and this ratio of gross tamings 
to cost IS steadils increasing sndi the mcrease of 
the railnuv ssTtem and traffic of the countrs , 

Aeain, “the average number of tons of freight 
earned upon the railroads of the countrs’ is esti- 
mated at a,ooo tons per milr of road TThe ton- 
nage of the railroads of iMassachuserts, m 1867, 
equalled 3,81a tons per mile, that of the railroads 
of Xen Yorlc, 3,100 tons, and that of Perms) 1- 
vania, 64100 tons. The gross tonnage of the 59.- 
184 mdcs of railroad m existence at the close of 
1S67, at the above estimate, was equivalent to 
78,368,000, and if we deduct from this amount 
> 54*30,000 tons for coal and other cheap matcnal, 
and an equal amount for dupheanons of the same 
tonnage on different toads, there wall be left 
48,4884)00 tons of merchandise mosed annualls 
upon all the railw a\T of the United Sates. At an 
esamited value of S130 per ton for this tonnage, 
the total annual value of the merchandise traffic 


of all the roads at present equals S7,a73,aoo,ooo ” 

The toal amount of tonnage transported on all 
the roads of the countrv' for the v car 1S51. is esu- 
meted bv good anthormes at not exceedmg lo,- 
0004)00 tons. If from this me deduct 3,000,000 
tons for coal and other cheap materials, and i,- 
0004)00 tons for dupheanons, there will be left a 
merchandise tonnage of 6,000000 tons in 1S51, 
against 48,488,000 tens m 1867. The rate ^f m- 
crease m this period, therefore, has been equal 
to 600 per cent, and the acrual increase 4C,48S,- 
000 tons. At the estimated value of $150 per ton, 
the increase m the value of the railmay mer- 
chandise of the countrv in sixteen v ears has been 
$6,373,100,000, or at the rate of nearly $400,000,000 
per annum. And it should also be noted that one- 
naif of this total increase has ahen place m the 
seven years that have elapsed since i860. 

The increased movement on the railwav’s of 
the Umted Sates, which m the main represents 
increased product, also affords some mdicanon 
of the progress of the development of the coun- 
try Thus, the earnings of the ten principal rail- 
wav Imcs of the west exhibit for the first ten 
months of 1868 (with a decrease rather than an 
mcrease of freight rates) a gam of eight per cent, 
ax compared with eammgs of the correspondmg 
months for the year 1867. Takmg also the move- 
ments on the railways and canals of the Sate of 
New York, w hich are known to be accurate, and 
at the same tune accessible, as a measure of com- 
parison for the whole countrv, we find that the 
total annual tonnage mcreased from -,138,917 tons, 
m 1858, to 16,031,006, m 1S68, an increase of 124 
per cent , w hile the annnal value of the tonnage 
thus moved mcreased from $486,816,303, m 1838, 
to $1,723,3304:07, in 1867, a gam of 234 per cent. 

An exaiTunation of the railroad sanstics of the 
whole countrv for the above period further mdi- 
cates that during the ten years above referred 
to, or from 1838 to 1S68, the mcrease of tonnage 
moved on the railwavs of die United Sates has 
been at a rate nxrcen tmies greater than the ratio 
of the mcrease of population 

Telegraphic extension — ^The recent extension 
of the telegaphic sy.stem of the Umted States is 
reported to be approximately as follows 

1866, miles of wire ... . , . . 2,000 

1867, mDes of w ire , . . 3,000 

186S, miles of wire 6,000 


ACOCIES CONCEHNED IV VATIOVAL DEVELOPVIEXT 

One sub)ect at this point of our inquiry is well 
worthy of attention. It is this To what'agendes 
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arc our seemingly fabulous national development 
to be attributed, and to what extent especially is 
it to be referred to positive legislation? 

In answer to this it is to be said that all in- 
vesugauon clearly shows that these agencies have 
been mainly two, v iz first, great natural resources 
in respect to abundant and fertile territory, great 
natural facilities for intercommunication, abun- 
dant and cheap raw material, and div'crsity with- 
out insalubrity of climate, and secondly, a form 
and spirit of government which heretofore has 
left man and capital, over an area almost conu- 
nental, free and unrestrained to work out their 
own development. Smee 1840, especially, other 
agencies have come in as powerful adjuncts, viz 
a continued influx of population and capital from 
the old world, a continued invention and appli- 
cation of labor-savmg machmerj', and a most 
rapid extension of the railway system, which last, 
by giving a market to all the products of our na- 
tional domam, has greatly stimulated the spirit 
of industry and enterprise. With these, also, 
should undoubtedly be included the purchase of 
California and the discovery of gold on the Pacific. 

As respects the relation of legislation by the 
national government to the results under consid- 
eration, if we except the adopuon of a liberal pol- 
icy m the disposition of the public lands, it is 
difficult, at least for the period which elapsed be- 
tween 1840 and i860, to affirm much that is posi- 
tive, unless, in conforinitj' with the maxmi, that 
that government is best which governs least, ab- 
sence of legislation is to be regarded m the bght 
of a positive good If important results followed 
the acquisition of California, such results were 
certainly neither foreseen nor anticipated; while 
as regards commercial legislation, a review of all 
the facts cannot fail to suggest a doubt whether 
the evils which have resulted from instability 
have not far more than counterbalanced any ad- 
vantage that may have proceeded from the ex- 
perience of a fluctuating policy. . . . 

EFFECT OF THE WAR IN CHECKING NATIONAL DEVELOP- 
MENT 

What would have been the condition of prog- 
ress during the decade from i860 to 1870, had 
not the war intervened, is a question that cannot 
be definitely answered, but that many branches 
of producuon would hav'e expenenced a develop- 
ment limited only' by the amount of avaflable 
capital and skilled labor cannot be doubted. . . . 

But the war came, bringing with it certain in- 
evitable results, and these results now constitute 
the per contra upon the national ledger before re- 
ferred to. The feature about them which, in 


contrast with the facts abov c cited, seems contra- 
dictory' and paradoxical, is that while our re- 
sources as a nauon hav e, on the whole, continued 
unimpaired, while we conunue to possess and en- 
joy' the greatest area of fenile territorv', die most 
unrivalled means of intcrcommumcation, natural 
or artificial, and the freest and most popular 
form of government, while the aggregate annual 
products of the soil have continually' increased 
and not dunmished, and those of the anvil, the 
forge, the loom, and the spindle have also multi- 
plied, there, is, nevertheless, hardly a single do- 
mestic article or product, agricultural or manu- 
factured, m behalf of which the claim, cither 
directly or mdirccdy, has not been made vvithm 
the last tvv'o y'cars that the same could be pro- 
duced to greater advantage or profit in some 
other country than the United States, increased 
protection even bemg demanded for oil paintings, 
rough building stone, Indian corn, fire-w'ood, 
bibles, and ice — the last to the extent of ij per 
cent., gold, and this claim the Commissioner is 
obliged to admit is, to a very great exTent, in 
exact accordance with the truth. 

The United States finds itself, therefore, in 
the anomalous posiuon of a great naoon, favored 
in many resjieets as no other nation upon which 
the sun shines, unable to exchange its products 
on terms of equality' with the products of any 
other country', the marked exception being al- 
vv'ays its product or supplies of the precious 
metals. Inquiry' is now to be made into the causes 
to which these results must be attributed, and as 
to the measures which seem likely' to prove reme- 
dial, avoiding m so doing, to the greatest extent 
possible, any' repetition of the facts and arguments 
which have been presented by' the Commissioner 
in his former reports, or by' others who have dis- 
cussed this subject, and aiming to present rather 
the results of a continued investigation and of an 
enlarged experience. 

AGENCIES AVERSE TO NATIONAL DEVELOPMENT 

The immediate cause of the anomalous condi- 
tion of affairs in question must unquestionably' 
be referred to the greatly increased cost of nearly 
all forms of labor and commodities as compared 
vv'ith the price for tiie same that prevailed in the 
decade immediately' preceding the war; while 
these m turn must be regarded as the resultant 
mainly' of three agencies growing out of the war, 
v'iz: irredeemable paper currency; unequal and 
heavy taxation, and a limited supply of skilled 
labor, the last manifesting itself at the present time 
in specialities rather than in general. 
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IKTI-DENCE OK AN nUinDECMADLE PAPER CURRESCT 

As the specific influence of the first agency 
has been of late so often and so thoroughly dis- 
cussed, the Commissioner will only ask attention, 
under this head, to a few points of presumed 
noveltj’ or interest, and, first, to a specific state- 
ment of actual eipcnencc, lUustrame of the man- 
ner m which an irredeemable paper currency, or 
what IS the same thuig, a national abnegation of 
qiecie pajments, unavoidably tends to destroy all 
profitable commercial relations with foreign coun- 
tries m which trade and mdustry is connected on 
a speae basis. The statement is furnished to the 
Commissioner by a manufacturer of furmture m 
one of the middle States, who, previous to the war, 
had built up an extensive export busmess to the 
West Indies, Central and South America, of a 
vanety of “cane-seated" and “cane-backed” furm- 
tnre suited to warm lantudcs. 

Thus on the ist of March, i86i, gold and cur- 
rency bemg at par $i,ooo m gold possessed a pur- 
chasing power sufficient to obtain for the South 
Amencan importer iiiH dozen of what are 
termed m the trade, “ordinary square-post cane- 
seat chairs,” About the ist of January, 1862, gold 
began to command a ptemium, and advanced dur- 
mg the next three years with great rapidity This 
movement was not, however, pamapated m at 
first, to any considerable e.xtent, by either labor or 
commodities, and m consequence, the purchasmg 
power of gold gready increased, so much so that 
on the ist of July, 1864, the Si,ooa gold which m 
1861 bought iiilfi dozen chairs, then bought 143 
dozen. Under these circumstances, as was to be 
expected, trade mcreased, as the foreign pur- 
chaser found the Amencan market by far the 
best for his interest, but from July, 1864, a move- 
ment commenced m an exaedy opposite direcuon, 
gold recedmg and labor and commodities advanc- 
mg in very' unequal ratios. Thus m January, 1865, 
the $i ,000 gold, which four years previous had a 
purchasing power of iiiH dozen chairs, and on 
the ist of July, 1864, of 143 dozen, then com- 
manded but 126% dozen, m February, i866, a still 
smaller number, viz 91^^ dozen, and ultimately 
attained its minimum m Januarj% 1S67, when the 
po^hismg power of the sum named yas only 
89^ dozen From this point the purchasing poM er 
has gradually mcrcascd, and for the past year, 
has remained at the rate of about 102 dozen, 
or nme dozen less than could be bought Mith the 
amc money in 1861 

The result has been that the foreign purchaser 
now goes to France or Gcnnan\ , while the 
products of American mdustry, in the form of 


furniture, bemg no longer available to exchange 
for sugars, spices, or dyewoods, gold has ncccs- 
sanly been substituted, and, to use the words of 
the manufacturer descnbmg his condiuon, “un- 
less there is a speedy return to specie payments, 
custom vs ill soon fix the channels and currents of 
trade that any attempt on my part to divert them 
vvn!l be attended with great difficulty,” and what 
has thus been shown to be the case m respect to 
the export trade of the United States m furniture, 
may be accepted as true of almost every other 
manufactured product, which as a nation, we 
were accustomed, before the war, to exchange 
for foreign commodities. 

COMPARISON OF PRICES OF LABOR AND COMMODITIES, 
i86o-^6i AND i 867-*68 

T*hc present abnormal condition and tlie recent 
fluctuauons m the pnccs of labor and commodi- 
ties also properly comes up for consideranon m 
connection with the subject of an irredeemable 
paper currency — the chief agency to which the 
disturbances m question must be referred 

The mvesugations previously msntuted by the 
Commissioner have established the fact, that up 
to the commencement of the year 1867, the gen- 
eral effcCT of the agencies growmg out of the 
war had been to occasion an average advance m 
the pnee of commodities to the extent of about 
90 per cent., while the correspondmg average 
advance m wages was not m excess of 60 per cent. 

He has now to ask attenuon to the conclusions 
which another year’s expcnence and mvcsngation 
have brought to us m relation to this subject. 
The result of lon^ and careful investigations m 
respect to the retail prices of the leading arocles 
of domestic consumption by operatives in the 
manfactunng tovvTis of New England, the mid- 
dle, and some of the western States, have afforded 
data for accurately estimating the increase m the 
prices of such amdes m 1867 as compared with 
i86o-'6i They establish the following condu- 

510D5 

That the average increase an the price of gro- 
ceries and provisions in 1867, as compared with 
i86o-’6i, was 88 per cent,, or, calculated on the 
basis of the quantities consumed on an average 
by a number of workmen, a httle in excess of 
86 per cent., of domestic dry goods, mcludmg 
clothing, 86E' per cent., of fuel, 57 per cent, of 
house-rent, 65 per cent. This latter average is, 
however, largely affected by the circumstance 
that in New England, where manufacturing com- 
panies or corporations very generally own the 
tenements occupied by their operatives, rents 
have not been advanced to any considerable ci- 
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tent E\cluding New England from the calcu- 
lation, the average advance in rents for 1867, as 
compared with iS6o-’6i, must be estimated at a 
much higher figure Thus in the smaller manu- 
faetunng touns of Pennsylvania the aeerage in- 
crease in the rents of houses occupied bj opera- 
tives IS believed to have been about Si per cent, 
and in New Jersey 1 1 1 per cent In the cities of 
New York, Philadelphia, Newark, and Pittsburgh, 
the increase has been from 90 to 100 per cent 

The average of these results, proportioned to 
the ascertained varjnng ratio of expenditure un- 
der the several heads, shows that for the year 
1867, and for the first half of the year j868, the 
average increase of all the elements which con- 
stitute the food, clothing, mid shelter of a family 
has been about 78 per cent., as compared with 
the standard prices of iSdo-’di. 

The result, in general, of this large increase 
in the prices of commodities of domestic con- 
sumption to the labonng man becomes evident, 
by comparing such increase with the increase m 
the rates of wages durmg the period under com- 
parison — which rates, for the year 1867, as com- 
pared with i86o-’6i, were as follows For un- 
skilled mechanical labor, 50 per cent.; for skilled 
mechanical labor, 60 per cent. . . . 

The returns to numerous and careful inquiries, 
instituted at the request of the Commissioner, 
by proprietors or superintendents of manufactur- 
ing establishments m the New England, middle, 
and some of the western States, also afford much 
mteresung information relative to the average 
weekly earnings and expenditures of American 
operatives, grouped as families, m the years i860 
and 1867; and also in respect to the comparative 
opportumties enjoyed by such families at the two 
periods referred to, for the realization of a surplus 
over and above the expenditures absolutely neces- 
sary for shelter and subsistence 


The foUowmg table, based on indisputable and 
actual data, shows the average aggregate xvecklv 
earnings in 1S67 of families of \arious sizes, m 
different sections of the countrj’, one or more 
members of each of which were employed in 
some brancli of manufacturing industry, their 
atcrage weekly expenditures for provisions, fuel, 
house-rent, &.c., and the balance remaining to 
thcni, over and above such expenditure, available 
either for accumulation and capital, or for the 
purchase of clothing, or articles of employment 
and luxur)'. 

In order to obtam the data for further com- 
parisons, and especially to determine whether 
the large increase in wages in 1867-68, has 
brought any real net gam to the employes of 
manufacturing establishments, a careful investi- 
gation was instituted in respect to the camin^s 
and expenditures of mdividuals and families m 
i860, similarly situated m all respects w'lth those 
w'hosc average aggregate wecldy receipts and ex- 
penditures were given m the above table for 
1867, and in so doing it has fortunately happened, 
that through the earnest co-operation of several 
proprietors or agents of manufacturmg establish- 
ments, the data m respect to i860 have been ob- 
tained, in many mstances, from the same specific 
individuals or famihcs w'hich supplied the mfor- 
manon relative to 1867. These data, carefully veri- 
fied by reference to contemporary price-currents 
and other evidence, have afforded the means of 
construcung the following. [Table on p 733.] 

In constructing the following table it has been 
assumed for purposes of comparison, (and so ex- 
pressed in the third column of the table,) that 
the total average weekly wages obtained in 1867, 
viz.- S1896, were entirely expended, and in the 
following proportions: $1419 for provisions, rent, 
fuel, &.C , and the balance, $4 67, for clothing, 
domestic dry goods, housekeeping articles, luxu- 


Average aggregate iveekly earnings m 1867 of families 


Size of Families 


Parents and one child 

Three adults 

Parents and tx\o children 
Parents and three children .... 
Parents and four children . ... 

Parents and five cliildrcn 

Parents and six children 

Parents and seven children . . . 
General average of the above 


Average weekly 
expenditures 
for provisions, 

Average weekly 

Surplus for cloth- 
ing, housekeep- 

house-rent, &c. 

earnings 

mg, goods, &.C. 

5io 14 

$17 00 

S676 

835 

* 75 = 

9 *7 

iz z6 

1875 

649 

15 02 

1950 

448 

1779 

=3 33 

5 54 

* 5=3 

17 II 

1 88 

II 67 

13 50 

183 

=378 

25 00 

I 22 

5*4=9 

18 96 

467 
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Table shcrwing the average aveekly expenditure of families of vaTymg iiwnbcrs m the viamcfactttrmg 
tovms of the United States for the years i860 and 1867, respectively 


Size of Families 

Avexage weekly 
wages 

Average weekly 
expenditures for 
piovis’ns, house 

Surplus 
m 1860 

Parents and one child . 

In 1867 

. $1700 

In i860 
$11 17 

rent, clothmg, Ac 

In 1867 In i860 

$1700 $996 

$1 21 

Three adults 

>7 5 ^ 

11 00 

1751 

10 31 

t 6g 

Parents and two children 

1875 

II 50 

1875 

1079 

71 

Parents and three children 

1950 

12 41 

1950 

II 33 

I 08 

Parents and four cliildren 

U 33 

14 15 

»3 33 

13 18 

97 

Parents and five children 

. . 17 II 

10 37 

1711 

946 

91 

Parents and six children . . 

1350 

950 

1350 

7*57 

I 83 

Parents and seven children 

15 00 

•5 '7 

15 00 

1409 

I 08 

General average of the above 

18 96 

12 16 

18 96 

10 85 

I 31 


ncs, tic Now the same quanoties and qualmes of 
rovisions, groceries, clothmg, rent, fuel and 
ousckccping arucles, could have been obtained 
in i860 and 1861 for the tcspccove sums indicated 
in the fourth column, showing an average weekly 
cost of $10 85 m i860, as compared with $t8 96 m 
1867, and leaving a balance m the former year of 
$i }i (gold) pet week in favor of the operative, 
as against no accruing surplus whatever m 1867-8, 
or, in other words, supposing the requirements for 
food, clothing and shelter to have been the same 
in 1667 as in i86o, the operatives referred to in 
the table, who received in 1867 an average of 
$18 96 per week, obtained in that year only suffi- 
aent to give them the actual neccssancs and com- 
forts of life, while the same men, whose average 
weekly wages m i86o-'6i were only $11 16, ob- 
tained with such earnings at that tune the same 
articles of comfort or necessity, and had m addi- 
tion a surplus of $i 31 (gold) per week, or $68 11 
(gold) per annum 

As already stated, it has been assumed m this 
comparison that the wages received by the op- 
cratnes in quesnon during the year 1867 were 
u holly consumed m their lit mg To a very con- 
siderable extent It has been found that this assump- 
tion IS lustificd by facts, but if, in yiew of the 
constant increase of deposits in savings banks and 
other evidences of accumulation, it should appear 
that a margin on an average has been saved, the 
figures presented show with equal certainty that 
on the same scale of living, the margin m i860 
must hate exceeded that of 1867 m the propor- 
tions indicated The fact, therefore, is established 
In incontros crtible etidence, that the condiaon 
of Working men and women in a majority of the 
manufacturing towns of the United States is not 


as good at the present time as it was previous to 
the war, notwithstandmg that them wages are 
greater, measured in gold, m 1867-68 than they 
were m i86o-’6i 

It should also be noted that most of the per- 
sons whose wages and expenditures have been 
discussed, were classed as skilled workmen, re- 
ceivmg an advance m wages of about 5a per 
cent, m 1867, as compared with the amount re- 
ceived m i860 If their condition has not un- 
proved, the condition of the large class of un- 
skilled workmen, such as day laborers, teamsters, 
watchmen, and the like, is even worse. Thus care- 
ful examination and comparison of a large number 
of returns from the propnetors or supenntendents 
of furnaces, mills, foundries and factones of every 
descnption m almost all sections of the Umted 
States estabhshes the fact, that the average w eekly 
wages of laborers and other unskilled workmen 
for the years i86o-'6i and 1867-68, respectively, 
were as follows :86o-’6i, $6 04per week, 1867-68, 
$9 54 . . . . 

CEOvERAI, INFEREnCES 

Fmally, from the results of mvestigation which 
have thus been presented, we may draw the fol- 
low'ing conclusions 

The aggregate wealth of the country is mcreas- 
ing, probably, as rapidly as at any former penod, 
yet It docs not follow that there is the same m- 
crease m general prosperity The laborer, espe- 
cially he who has a large famdy to support, is not 
as prosperous as he was in i860 His wages have 
not increased in p^oruon to the increase m the 
cost of his bvmg There is, therefore, an inequal- 
ity m the distnbunon of our annual product, 
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which wc must, in no small degree, refer to arti- 
ficial causes This inequahty exists even among the 
working classes themselves Tlie single man or 
woman, \\ orking for his or her support alone, is 
in the receipt of a rate of wages from winch sav- 
ings may be made equal, or greater than ever be- 
fore, especially in the manufacturing towns, where 
the price of board is, to a certain extent, regulated 
artifiaally by the employer Unmarried opera- 
uves, therefore, gain, while those who are 
obliged to support their own families m hired 
tenements lose. Hence, deposits in savings banks 
increase, while marriage is discouraged, and the 
forced employment of young children is made 
almost a necessity' in order that the family may 
live. 

Now wlicncc comes this inequality, and this 
unnatural distribution of tlie results of labor? The 
student of political economy would predict a 
priori tliat such must be tlie result of tlie enforced 
use of a fluctuating measure of value, viz incon- 
vertible paper money. It would be predicted 
a priori that the use of such money involves a 
most oppressive tax, which falls Iieaviest upon 
the laborer and lightest upon the owner of cap- 
ital. Antagonism is produced where none ought 


to exist, the capitalist is forced to charge an addi- 
tional profit for the increased risk invoU ed in the 
use of a false measure of value, and the consumer 
of the commodity is forced to pay for such risk. 
Tlicre IS no dishonest}' to be inferred, and no in- 
jusucc which the honest capitalist can avoid, so 
long as die law is as it is, he must either co\cr all 
risks, or withdraw his capital cntmcly from in- 
dustrial enterprise. 

It has been well said that there can be no true 
thcoredc conclusion which will not be prosed 
by the facts whenever the theory can be applied. 
We have given the theory of the effects of incon- 
xertible paper money, and we find that the facts 
prove it. The rich become richer and the poor 
poorer. 

In addition, however, to an inconvertible paper 
currency, there are other agencies xvhich arc 
powerfully operating to the production of a like 
result, and the consideration of these brmgs us 
to a new department of our investigation, viz.* 
The influence of taxation, direct and indirect, 
upon the cost of domestic production, and con- 
sequently upon the ability of the country to ex- 
change with foreign nations upon terms of equal- 
ity. .. . 
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SETTLING THE NORTHWEST 

With the war over, the United States tamed Immigranon to mform all the world of her 
Its attention senously to settling Its great conu- advantages. Year by year, the board distnb- 
nental dortiam. Homcsteadism, in igdi, had uted close-printed pamphlets crammed with 
been added to the land pohey of the country, facts and figures to prove that the man who left 
great railroads were bemg built, and now immi- his home elsewhere would find happuiess in 
grants had to be attracted Both the Federal Minnesota. By 1878, that appeal was bemg made 
government and the states engaged m this task, m terms which show the hngenng effects of 
flooding Europe ivith tracts and pamphlets — the panic of 1873 Those who have lost in other 
and sending agents, too — which told of the places can soil “make good” in Mmnesota, 
promise of Amencan opportumty where land is cheap and yields great crops. 

Among the states none was more eager for where state funds provide education, and where 
settlers than Mmnesota, which had been part of liberal exemption laws protect the homeseeker 
the Union for more than a decade, but which The selection here repnnted is from one such 
m the seventies still belonged to the “new” pamphlet called Minnesota, the Empire State of 
West. Ahnnesota established a State Board of the New Northwest (St. Paul, 1878) 

Minnesota, the Empire State of the New Northwest 

Lakm Foa THE Landless. Homes foe the Home- Schools . . . . . 2,969,990 00 

LESS Umversines . . . 91,3,383$ 

COVERNMENT LANDS. THE AMOUNT STILL VACANT J^dian Scrip . ... ... 19 

Float scrip . .. 40000 

1 AM INDEBTED to Gen James H Baker, Surveyor- Salines . .. 2643500 

General of Minnesota, for the following valuable pubbe buildings . 6400 00 

amdc on this sub)ect. The General says 

“To post the books and see lust where we stand Grand Total ... . 28,605,939 08 

in the disposition of our lands, we find that we Nom^These returns are up to June 30, .877, ei- 
camc into the inhentance of a vast domain, con- railroad lands, whieh art up to Dec 31, 1877 

tainmg 33449,840 acres, deducting the water areas, 

1,700/xx) acres, we had 50,749,840 acres of land. Of the thirty-aine millions of acres of surveyed 
mcluding Indian reservauons Of these lands 59,- lands, it wiU thus be observed that 28,603,939 have 
182418 acres have been surveyed, leaving 11467,- been dimoscd of, leaving 10,676479 acres of the 
422 acres jet to survey Of these surveyed lands surveyed portion of the Sute yet undisposed of, 
the following disposition has been made, and this and of both the surveyed and unsurveyed areas of 
table mil not be found elsewhere, and has been the State, leaving a bJance of 22,143,901 acres yet 
prepared with great care from official sources subject to disposinon The surveyed lands em- 

DLiposition of Sun ej cd Lands Acres agriculru^ ar^ Those 

^ whjch are m the hands of actual settlers go to 

C^h sales and warrants . 8,920,28570 create the State and fulfil their highest mSsion 

Homestead and timber culture acts . 5,819,042 64 Those which have gone as gratuities have been 

Agncultutal college lands . 1,033,90875 gn en w ith a lavnsh hand But the bank account m 

^Uroad grants (certffied) 7.611,131 that direction is about closed, and but few more 

i>«anip selections (approved) . 1,361,12513 checks can be drawn. The area yet to sun ey will 

internal improv ement . . 500,000 00 bnng to the marker a few agncultutal lands in the 
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counties of Polk and Pembina, some ^aluablc pine 
on the tributaries of St. Louis and on waters flow- 
mg north to the Rainy Lake series, and, it is fully 
believed, rich minerals on the north shore of 
Lake Superior. In that superb lacustrine region 
will also be found the Swinerland of America, 
amid whose romanac lakes the tourist of the fu- 
ture will find division and health.” . . . 

RAILROAD LANDS 

Northern Pacific, 1,615,000 acres, Wmona fi. 
St Peter, 1,160,000, Saint Paul & Duluth, 1,200,- 
000; Saint Paul &. Pacific, 1,120,000, Saint Paul & 
Siou\ Cit}', 850,000, Hastings &. Dakota, 325,000, 
Chicago, Milwaukee fi. Saint Paul, 460,000, South- 
ern Minnesota, 200,000. Total, 6,932,000 acres. 
Rapidly as the lands of all kmds have been taken 
up during the past w’lnter and present sprmg, it 
will be seen that there are still left some Thirty- 
one million five htmdred and seventy-six thou- 
sand acres subject to entry under the homestead, 
pre-emption and tree culture acts, with State 
school lands and railroad lands for sale by the 
above eight railroads Much of all this land is equal 
in quality to any in the State, and situated conven- 
ient to many railroads already in operauon 

Public Lands 

DIRECTIONS now TO OBTAIN THLM, FROM AN 
OFFICIAL SOURCE 

Citizens of the United States, or persons who 
have declared their intention to become such, 
who arc heads of families or over the age of 21 
years, can obtain public land of the United States 
under the homestead, pre-emption, or amber cul- 
ture acts, m the following manner, viz. 

First — A citizen, or one who has declared his 
iptenuon to become such, can homestead 160 acres 
outside, or 80 acres inside, the ten mile limits of 
any railroad grant, by filing his appheanon and 
affidavit, and within six months thereafter com- 
mencing settlement and improvement, and con- 
tinuing the same five years. 

Second — A. soldier having served in the army 
or navy during the war of the rebellion for over 
ninety days can obtain 160 acres of any of the 
public lands by filing, hunself or by an attorney, 
a declaratory statement, and within six months 
thereafter filmg his affidavit and application com- 
mencing settlement and cultivation, and continu- 
ing the same for fiv c years, less the time he served 
in the army or navy. His widow' can take advan- 
tage of the above In case of lus death in the army, 
the term of his enlistment is deducted 

Third — A citizen or person who has declared 


his intention to become such, is entitled to 160 
acres under the pre-empuon law , by commencing 
settlement thereon, and within ninety davs there- 
after filing a declarator}’ statement continuing 
such settlement and improvement And any tune 
after si\ months or within thirt}'-thrcc months 
from date of settlement, making proof and pay- 
ment for the same at the rate of 5i 25 outside, and 
$2 50 per acre inside, the ten mile limits of any 
railroad grant. 

A person qualified as before can file his apphea- 
uon and affidavit for 160 acres, (under the timber 
culture act,) of any of the pubhc lands that arc 
naturally devoid of tmiber, (provided that only 
one-fourth of any secnon can be taken under this 
act,) and by breakmg, plannng, and keeping m 
growing condition forty acres of timber, the trees 
not to be more than twelve feet apart each way, 
for a period of eight years, will be entitled to 
patent for the 160 acres A bill has passed the 
United States Senate, and will become a law, re- 
ducing the number of acres to ten, and reijuiring 
that the trees shall be planted 4 feet apart instead 
of 12 feet. 

The government fees for entries under the sev- 
eral acts menuoned, are as follows, viz.: 


HOMESTEAD 

160 acres inside 10-mile limits $18 00 

160 acres outside lo-mile limits 14 00 

80 acres inside 10-mile limits 14 00 

Soldier’s declarator}' statement 2 00 

PRE-EMPTION 

Declaratory statement 2 00 

TIMBER CULTURE 

For all entries, irrespective of area, inside or 
outside 10-mile limits 14 00 


Over 28,000,000 acres are now disposed of, 
leaving over 22,000,000 acres, nearly half of the 
land area of the entire State — for the landless and 
poor of all nations of the earth to enter in and 
possess Here is a domain abounding in all the 
elements of health, beauty, and fertility — an area 
larger than many of the principalmes of Europe, 
which avv'aits the developing hand of the frugal 
and industrious among all classes and conditions 
of men. 

FREE FARMS IN MI.NNESOTA 

Under the provisions of the homestead law the 
land thus acquired without cost is exempt by law 
from habihty for all debts previously contracted. 

This privilege of obtammg free farms under 
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the homestead law is shared by women, whether 
widows or unmanned ladies, equally with men 

Minnesota invites the honest and mdustnous, 
however poor and fnendless, to make themselves 
free homes, also those who have wealth, the well 
to do elass, and those of moderate means. The 
manner in which this may be done is pomted out 
as follows 

LAND OFFICES 

For the convenience of all who may wish public 
lands, mne government land distncts have been 
established in the Sute, m each of which is a land 
office. In each of these are two officers, called 
Register and Receiver, who condua the busi- 
ness. . 

STATE LANDS 

The sixteenth and thirty-sixth secnons m each 
township have been granted by Congress to the 
State, for the support of common schools TTie 
total amount thus acquired will eventually reach 
3AiooA»o acres Mmnesota has also received about 
83,548 acres m aid of the State Umversity and 
94439 18 acres of Agncultural College lands. An 
excellent system for the gradual sale of these 
lands has been devised They are placed under 
the control of the State Aumtor, as Land Com- 
missioner, and provision is made for their ap- 
praisal at a price not below $3 per acre, and each 
year a quannty of these lands is offered at public 
sale m the several counties The purchaser is re- 
quired to pay m cash 15 per cent of the amount 
of his bid for praine lana, and ao to 75 per cent, 
for timber land, according to the value of such 
timber On the remamder of the purchase money 
the purchaser is granted 3 credit of twenty years 
at 7 per cent, uitcrest, paj’able yearly in advance, 
or he may at any time within that period pay the 
whole amoimr, receive a deed at once, and thus 
stop the accruing of interest. 

These advantageous terms attract crowds of 
purchasers at the annual sales The small sum re- 
quired in cash enables the purchaser to employ his 
means for the improvement of the land, and fre- 
quently the profits of a smgle crop cover its ong- 
inal cost, while the land generally increases m 
value many fold long before final payment is re- 
quired 

The public sale of So,ooo acres of State, School, 
Univcrsitv and Internal Improvement lands at 
Redwood Falls, on the 13th of May% 1878, offers 
a splendid chance to those who want to make 
homes m a settled community, w here all the great 
markets arc accessible by railroad 


CLASSES OF PUBLIC LANDS 

There arc three classes of public lands — 
ist. All lands outside the limits of the lines of 
the several land-grant railroads in this State. These 
are held at $i aj per acre 
ad All pubhc lands comprmng the even num- 
bered sections withm the hnuts of railroad grants, 
which are $1 50 per acre 
3d The lands formerly reserved for the Sioux 
Indians, which, until offered for sale, arc subject 
to pre-emption by actual settlers at their appraised 
value. 

The two first may’ be had at all the land offices, 
and the third at the New Ulm, Benson and Red- 
wood Falls offices only 

THE HOMESTEAD ACT 

In May, 1862, Congress passed the Homestead 
Act. The mam features of the bill are, that all 
lands owned by government are open to settle- 
ment, m parcels not exceeding 160 acres to each 
person 

The bill requires a permanent residence of five 
ears upon the land The appheant should be the 
ead of a family, or over ai years of age, or have 
performed service m the Umted States army, m 
which case he may be a mmor 
He must not have borne arms against the Umted 
States, or have given aid and comfort to his en- 
emies. 

He must be a citizen of the Umted States, or 
have declared his mtennon to become such 
Each quarter section of the milhons of acres of 
her unoccupied lands needs an actual settler, to 
give beneficent action to the idle richness slum- 
bering in her black sod, and convert praine and 
meadow into fields of npenmg gram, for the sup- 
ply of the granaries of the world How prmcely 
that act of Congress which secures to the poor 
man a farm, upon the simple condition of labor- 
ing five years in his own service Mighty con- 
querors have often dmded the conquered tern- 
tory’ amongst their favonte chieftains, but Amer- 
ica acquires temtory’ by purchase, and distnbutes 
it among the landless of all nations 

HOMESTEAD EXE.MPnoN 

A very liberal law exists m Minnesota for the 
protection of the homes of her people agamst the 
effect of sudden reverses by which innocent fam- 
ilies are liable to be thrown houseless upon the 
world’s cold chanoes. The following is the lan- 
guage of the law of this State exempung home- 
steads from habihty for debt 



POSl'-CIVIL WAR DECADES 


“Tliat a homcbtcad cotibisting of any quantity 
of land, not c\cccding ciglity acres, and the 
dwelling-house thereon and its appurtenances, to 
he selected bj the owner thereof, and not in- 
cluded in any incorporated town, city, or village, 
or instead thereof, at tlie option of tlie owner, a 
quantity of land not exceeding in amount one lot, 
being within an incoqioratcd town, city or village, 
and the dwelling-house thereon and its appur- 
tenances, owned and occujiied by any resident of 
this State, shall not be subject to attachment, levy 
or sale, ujion any execution or any other pr^css 
issuing out of any court within this State. This 
section sliall be deemed and construed to exempt 
such homestead in the manner aforesaid during 
tlie time it shall be occupied by the widow or 
minor child or children of any deceased person 
wlio was, when living, entitled to the benefits of 
this act.*' 

Thus, without regard to cost— whether it be a 
cottage or a palace— the sanctities of home arc 
guarded by the protecting arm of the law. 

It is not improbable that advantage is sometimes 
talten of the liberal provisions of this law to cover 
the Itnaveries of dishonest men. This is a liability 
from which fesv humane laws arc exempt, but 
there can hardly be serious danger in enactments 
which merely err on the side of mercy. 

■J’hcrc IS also a liberal exemption on personal 
property, consisting of the family Bible, pictures, 
school books, musical instruments, church pew, 
cemetery lot, all wearing apparel, beds, stoves, 
and furniture not exceeding 8500 in value; also 
a certain number of cows, sheep, and xvorking 
team, with a year’s food for the same; a wagon, 
sleigh, and farming implements not exceeding 
$100 in value; also a year’s supply of family pro- 
visions, or growing crops, and fuel, and seed grain 
not exceeding 50 bushels each of wheat and oats, 
5 of potatoes and 1 of corn, also mechanics or 
miners’ tools, with S400 worth of stock-in-trade, 
and the library and implements of professional 
men. 

llAri'. 01 INTLIILST 

When not specified, the rate of interest in this 
State is understood to be seven per cent.; but any 
rate is legal which may be agreed upon and ex- 
pressed m writing, not exceeding twelve per cent, 
per annum. 

1.1 OAt PHACTICb 

Pleading in this State is according to what is 
known as "the code," substantially as practiced 
in New York. 


Eoucatio.nal Facii.itils 

STAII. UNIVLRSin, NOUMAL AND COMMON SCHOOLS 

No State enjoys more munificent provision for 
the education of her people than Minnesota. Very 
early steps were taken in behalf of sexeral impor- 
tant measures for its promotion. 

UNIVLKSITY os MINNLSOTA 

This Institution, which is surpassed by but few 
in the country, is located at Minneapolis. It is 
provided with excellent and carefully selected in- 
structors, and occupies a series of elegant and 
commodious buildings. It is associated with the 
Agricultural College of the State, and both Insti- 
tutions are generously endowed by a Congres- 
sional appropriation of public lands. 

Both sexes are admitted to its privileges, and the 
enrollment at present is. gentlemen, 111; ladies, 
93; total, 304. 

This University was the first m this country to 
admit ladies on equal terms. Its example has been 
followed by those of several other States. Its prop- 
erty is xvorth one million, and its permanent fund 
is $368,000. Hopeful as is this view of its condi- 
tion, it is in the practical achievements of the In- 
stitution in the noble work for which it was estab- 
lished that we may most indulge an honest pride. 

The devoted efiiciency of an able faculty, tlic 
assiduity of a superior class of students, and the 
generally harmonious working and inviting out- 
look of the Institution are all matters for public 
congratulation. 

NORMAL SCHOOI.S 

Three normal schools arc in operation, viz.; 
Tlic first at Winona, second at Mankato, and 
third at St. Cloud. 


Cost of buildings $122,000 

Enrollment of pupils 996 

Total number of graduates 548 


Boys and girls arc admitted on equal terms in 
all our Normal and Common Schools and Col- 
leges. Women arc allowed to vote on all school 
matters throughout the State. 

There arc also various academics, graded 
schools and high schools in different parts of the 
State, in which arc taught the higher branches of 
learning. 

Excepting those older States, containing the 
first class, richly endow'ed colleges, no section of 
the Union affords better facilities than Minnesota 
for acquiring a thorough education, all free of 
expense. 
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Tire Cost of Making a Homestead 

A setder who resides m Ijncoln County, m the 
extreme southwestern part of the State, sends to 
the "Workman,’' at So Paul, the cost of his home- 
stead, as follows He took a soldier’s claim, which 
cost $15 00, government fee, railroad round trip 
ticket, $ia 50, two yoke oxen, $tooj>o, wagon, 
$5500, breaking plow, $1300, ordmary plough, 
Si7a», harrow, $1000, house, 14x16 feet, ma- 
terials, $17 00, built It hunself He broke 1 5 acres 
of land last fall, $ 43 J 30 , which he now has sown 
in wheat He has broken 5 acres this sprmg to 
plant m com and potatoes. He has laid in a stock 
of provisions for six months at $48x10, for a family 
of four — himself, wife and two children Wood 
$i 7s a cord He had his own furniture, the freight 
was $jjno Total, $482 55 
Another m the Valley of the Red River of the 
North sends the following 

“Government fee $900, colonization ticket, 
$830, a person from St Paul to Moorhead, one 
car load of furniture and goods, $50, at coloniza- 
tion rates To build a house i6xr8, $50, common 
lumber, $18 to $20, breaking plow, $23, harrow, 
$10, one yoke of oxen, $too at St Paul, one pair 
of swnne, $3x10, one-half dozen chickens, $3 00, 
common furniture, $3000, one cow, $35, provi- 
sions for a family of four, to last six months, $50 
Total $478^0 " 

Here are some pnees throughout the State — 
lumber, $13 pet thousand Good fence posts $8 
per hundred. Oxen $73 to $100 per yoke Cows 
S20 to $53. Farm horses S75 to $1x3 each. First 
breaking costs from Ja 50 to $3 00 for clean 
prainc, $5 to $8 for brush land 
The first crop will in many cases pay for the 
breaking, seeding, and the entire cost of the land, 
and will m all cases pay cost of bteakmg twnce 
over 

These prices will afford sufficient clue to allow 
of close cstimatca for different scales of opera- 
tions. On uhcat, there is usually a profit of from 
$4 to S13 per acre, but wisdom teaches a diversi- 
fication of husbandn’ which places the farmer 
bes ond the x icissitudes of a single crop 
^us It will be seen that, wiui the outfit of a 
few hundred dollars, one can make a start on the 
new lands of Minnesota, and, if wanting cs cn this 
small capital, he need not be discouraged if he 
have health and strength, these, with habits of m- 
dustty and economy, wall surely otcrcomc all 
obstacles. The history of pioneer life abounds in 
uisianccs of penniless settlers w ho in a few years 
actjuircd a comfortable itidepniience 
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At the present time one can earn money enough 
to pay the initiative sum and make the improve- 
ments which would constitute occupancy of the 
land, and by alternately working for himself on 
the homestead, and for others durmg the harvest- 
ing, or in the pmenes m the winter season, he may 
build his house and purchase stock and tools, and 
by the time the five years have elapsed, find him- 
self the owner of a good home, surrounded by the 
comforts of life, wSi a sure atle to a farm Row- 
ing more profitable as improvements are added 
to It, and more valuable as farms and improve- 
ments multiply arovmd it. 

True, m the outset, it will cost self-denial of 
present grauficatiou, much hard Jabot and close- 
calculating economy, but xvithout these what 
great result was ever obtained? The satisfaction 
of havmg the noble purpose of acquiring a com- 
petency and comfortable independence of the ills 
of poverty would to a noble soul be compensa- 
tion adequate to long years of servitude And yet 
It IS believed that the most mdigent settlers, in the 
first years of pioneer hfc, scarcely endure more 
of pnvanon, toil and hardship than falls to the 
lot of the ■ma)or\ty of laborers and commori me- 
chanics of the Eastern States, who toil on year 
after year for a mere subsistence, with no prospect 
of anything better m the future. 

A laboring man in the ones and larger towns 
pays from $50 to $100 yearly rent for a tenement 
as devoid of pure air and sunlight as it is in con- 
venience, a sum which, if saved for one year, 
would make hun the owner of a healthy house on 
the prairies of Minnesota, whilst the remainder of 
his hard earned money, increased by the eammgs 
of his wife, and under her prudent management, 
scarce suffices to procure food, clothing and fuel 
for the dependent h'ttle ones in good times, when 
busmess IS checked, or sickness comes, suffering a 
the mevitable consequence. 

To such Minnesota offers home, comfort, and 
ulamate w ealth, upon the sole condition of a fexv 
years of patient tod and well directed effort. Nor 
to these only are such offers made, they e.xtehd 
to the milhons of the old world, groaning in 
misery', driven to despair by bad government, 
burdensome taxtauon, surplus of labor,’ and defi- 
ciency of the means of subsistence — to all such is 
made the same generous offer 

WHEN TO COMMENCE 

The most favorable tune for opening a farm 
must be detetmmed by circumstances. Many 
come m the months of September and October 
This is the better ame for those who have the 
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means for a comfortable subsistence. It pives them 
leisure to select a good location and build a house 
before snow covers the ground, and the advantage 
of tJic wjiitcf months to get out fencing and to 
prepare to commence farm worh as soon as spnng 
opens. ... 

Hie present is a more favorable time for immi- 

ration to Minnesota than any past period of her 

istor)’. Some of the richest sections of the coun- 
try arc more easily reached which a few years ago 
were very difficult of access for w'ant of roads. 
Other portions have long been vacated bv In- 
dians, and those rude natives who were always 
an annoyance to the early settlers, have long since 
been far removed and almost entirely forgotten. 

Especially is this a favorable opportunity for 
the emigrant from foreign countries Grim vis- 
aged war at home. Peace, prosperity, happiness, 
here. 

Under the Fomter hw of Congress, the payment 
of S200 for 160 acres of land was required of the 
settler whenever it was offered for sale. Many 
found themselves unable to raise this sum except 
by luring money at a high rate of interest on mort- 
gage of the land, w'hcn the financial crisis of 1857, 
occurring soon after, left them no akcniadvc, and 
the land w'ith its improvements went to satisfy the 
creditor. The Homestead Act precludes die pos- 
sibility of a recurrence of similar embarrassments 
in the future. 

Sdll, the emigrant of to-day will find his share 
of difficulucs to encounter. Hard work, and care- 
ful management for the first few years, arc indis- 
pensable. An occasional drought may pinch his 
crop, frost will probably sometimes, but very 
rarely, nip In's corn and potatoes. Pigeons and 
black birds may gather some of his grain, and 
gophers help themselves to his root crops. Yet 
with all, he may rely on an abundant supply of 
food, and other necessaries of life — a good home, 
and a reasonable prospect of ultimate wealth. 

WHAT MONtV CAN DO 

Of course capital, directed by sagacit}' and en- 
terprise, possesses great advantages m Minnesota 
ns elsewhere, indeed die new avenues being con- 
tinually opened by the rapid development of a 
bountiJful new country, multiply the opportuni- 
ties for its profitable employment. 1 here is 
scarcely a reputable vocation of any kind wherein 
the same capital and good management which 
insures success in liiastern communities, will not 
yield far greater returns here. Judicious invest- 
ments in real estate, owing to the rapid settlement 
and development of the countr}', are sure to real- 
ize large profits. 


WHAT PLUCK AND MUSCLL MAI DO 

Great as arc the unquestionable advantages 
which a union of money and industrj' possesses, 
tiicrc is no country where unaided muscle, with 
a plucky purpose, reaps greater rewards than 
under the bright skies and helpful atmosphere of 
this fair land. Keeling himself every inch a man 
as he gazes upon the unclaimed acres which shall 
reward his toil, the settler breathes a freer au, 
his bosom swells with a prouder purpose, and liis 
strong arms achietc unwonted results 

Minnesota is emphatically the place for men 
whose capital consists of brawncy arms and brave 
hearts. Any man possessing these may do as thou- 
sands wlio have little else, annually do m this State 
— scleqt a homestead, in some one of the many 
beautiful and fertile regions into which railroads 
are rapidly penetrating, and, by the tune he pro- 
duces a surplus, the railroad is at his door to take 
it to market — he finds himself not a lone settler, 
encountering the hardships of frontier life, but in 
daily communication with the busy world, and 
the proud possessor of a valuable farm which has 
cost him little but the stveat of his brow. 

WHO SHOULD COME TO MINNESOTA 

Young people of either se\, however poor in 
cash, if rich m courage, hope and strength, may 
be encouraged to come to Minnesota at all times. 
It may not be advisable for those advanced in 
years, or those who arc comfortably settled in old 
and well-established communities, to incur the 
haz,ards incident to a removal to a new country. 
And it should be further understood that the 
wholly destitute will encounter at first greater 
hardships here than those they seek to escape 
Northern countries arc usually more prosperous 
than those of languid climates, largely because of 
the greater stimulus the energies receive in guard- 
ing against hunger and want, for which reason it 
IS, of course, more difficult for the feeble and des- 
titute to find maintenance; but to the thousands in 
the older States and in foreign countries, whose 
only resource is the labor of their hands, who, on 
looking around, see every avenue to manly inde- 
pendence thronged by jostling mulutudes, and the 
only altcrnauvc left them emigration or depend- 
ent labor, to all such we offer the testimony of 
an English writer- — “Minnesota affords the finest 
and most inviting field for emigration in the 
world ’’ 

Formerly the richest countries were those in 
which the products of nature were the most 
abundant, but now the richest countries are those 
in which man is the most active. In Minnesota we 
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may justly claim that both esscntiak are found m 
full measure. Our bountiful soil ensures the first, 
and our bracing atmosphere the second More- 
otcr, thanks to the beneficent msdom of that 
generous legislation which finds no parallel in the 
history of human enactments, every man is here 
given a farm upon the simple condition, as before 
stated, of laboring five years m hn ovm serv- 
ice 

The world’s plaudits have too long been for 
men and nations whose power was evmced in 
devasuuon The law of might partitioned the 
spoil among the conquerors, but I again repeat 
tnat It IS the glory of Amenca that she acquires 
temtorv by purchase, and distributes it among 
the landless of all nations. In Mmnesota is found 
the fairest domain upon which the blessings of 
this new dispensauon receive practical exemph- 
fication. A cordial welcome is t.xtcnded to all to 
come and partake of the national bounty, and 
when, with all the advantages with which lavish 
nature has endowed our State, it is considered that 
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here also may be possessed the perfect health 
requisite for their highest enjoyment, it is not too 
much to claim that Minnesota presents unequalled 
inducements to those m search of new homes 
To the immigrant from monarchic govern- 
ments, the benefits of a repubhc offer many in- 
ducements. Its protccoon is extended alike to all 
classes of citizens, its rights, immunities and priv- 
ileges enjoyed by all There arc in the Ea^em 
States a class of small capitalists, chiefly widows 
and unmarried ladies, hvmg upon the mcome of 
a small legacy, or of the earmngs of former years, 
who manage to subsist comfortably when prices 
are low, but who, m the present times, must find 
It difficult to make their means meet their ex- 
penses Such will find the actual cost of hvmg m 
Mmnesota about onc-third less than m the East- 
ern States, whilst the more simple habits of a new 
country and less expensive modes of dress and 
equipage, vvill enable them to mamtam a corre- 
spondmg social position at a still further reduc- 
tion 


AGRARIAN DISCONTENTS 


The United States was going through its 
growing pains in the years after the Civil War, 
There was great industrial expansion and an 
enormous amount of railroad bmldmg More 
and more, praines and plains were being opened 
up to staple crops and American wheat and 
meat products were pouring into the European 
markets Still, Americans — both government 
officials and businessmen — were really unfamil- 
iar with proper economic and fiscal policies 
There had been a sharp inflation at the end of 
the war and in the immediate postwar years (as 
David Wells had shown) , and then an equally 
sharp deflation There had been a good deal of 
unwise and speculative railroad building There 
had not been enough attention paid to the rais- 
ing of the workers’ living standards or to the 
requirements of an unfav’orabic balance of pay- 
ments. 

Durmg the earlier flush times, Amencan 
farmers had expanded their holdings and in- 
curred debts As prices dropped, they wxrc be- 
ing confronted by heavy fixed charges and by 
the exactions of railroad monopolists The in- 
adequacies of the banking facilities of the 


country — notably as they applied to agncul- 
tural credits — prompted American farmers to 
turn their attention to schemes for currency 
and banking reform a perennial theme in grow- 
ing Amenca An mcquitable railroad-rate struc- 
ture forced them to consider programs for 
bnnging railroads (and warehouses, too) under 
public control 

These movements for government mterven- 
non on the part of Middle Western farmers 
earned, in turn, the vitnohc condemnation of 
E, L Godkm (1831-1902), the English-bom 
editor of the New York weekly The Nation 
Godkm had no especial fondness for the rail- 
roads — he remarked that the Central Pacific 
spent “twelve months in every year in swm- 
dling the Government or devTsmg means to do 
so” — ^but he considered government mterfer- 
ence m the economic life the worst of all politi- 
cal evils During the sixties and sevennes, his 

editorial columns were filled with lectures 

addressed to the farmers — on banking and cur- 
rency heresies One of these editonals is here 
repnnted from The Nation of July 29, 1875. 

When the Midwestern states, under the 
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stimulus of a farmer organization named the 
Patrons of Husbandry but called The Grange 
and jnished into action by independent farmer 
parties, began to pass so-tallcd Grangei laws 
having to do with railroad and warehouse 
regulation, Godkin was equally caustic. His 
editorial of January iH, 1875, here reprinted, 
rakes the agrarians to task, they have only suc- 
ceeded in injuring the credit of the United 
States. 

By this time, these laws of Illinois, Wiscon- 
sin, and others were before the Supieme Court, 
and in Munn v. Illinois (94 U.S. 113) the ma- 
jority opinion of the Court upheld the consti- 
tutionalit)' of the Granger laws The decision 
was handed down m 1876, with Chief Justice 
Waite writing the majority opinion and Justice 
Field a dissenting one. 


The Court upheld the right of the commu- 
nity to make conditions for the use of property 
within Its bounds. The Fourteenth Amendment, 
the majority opinion declaied, did not make 
legislation icgulating the use of property a dc- 
piivation of pioperty under the “due proce.ss” 
clause. Justice Field’s dissent, on the other 
hand, declared that a business activity was af- 
fected with a public interc.st only when it had 
been given some special privilege by law. Other- 
wise, the rights of property, under the “due 
process” clause were in the same rank as those 
of the individual citizen. In another ten years, 
however, the Supreme Court was to accept 
Field’s views and extend the term “person” in 
the Fourteenth Amendment to include corpo- 
rations. 


Editorials from The Nation 

BY E. L. GODKIN 


I. The Dlmocratic Inflationists 

The canvass now pending in Ohio is perhaps 
the most interesting one which has occurred since 
the war, not only because the currency and the 
public debt form the main issues in it, but because 
the position of the Democrats has been taken up 
after the currency question has been very fully 
discussed, and after the absurdity of the inflation- 
ist theory of our financial troubles has been 
demonstrated by actual experience. We now 
know, as most of us did not know before 1873, 
that abundance of money and low rates of interest 
arc not all that is needed to revive trade and in- 
dustty. While the Western and Southern philoso- 
jihcrs were clamoring, two years ago, for a re- 
distribution of the national-bank circulation, on 
the ground that it was monopolized by the East, 
and that their region did not receive its full share 
of it, it was e.asy enough for those who knew any- 
thing about the laws of currency to tell them that 
it did not make any difiercncc how Congress dis- 
tributed the currency, that it would only stay 
whore it was needed — that is, where there was 
most buying and selling to be done. But they 
would not believe it any more than a Sioux would 
believe an astronomer if he told him he could 
measure the distanec to the moon. They have 
now had aetual proof of it in the fact that the 


West and South have not applied for their share 
of the currency, having in tact no use for it. If a 
Western banker were supplied with ever so mueh 
currency to-day, he would carry it to New York 
to lend, and in New York he can get so little in- 
terest for It as not to make lending worth the 
trouble. And yet, in the face of all this c.xpcricncc, 
the Western Democrats continue their clamor for 
plenty of irredeemable paper-money, and Messrs, 
Allen and Pendleton go about in Ohio making 
speeches in favor of it which, to many people at 
the East, sound like the ravings of drunkenness. 

Now, why is it that the experience and discus- 
sion of the last three years have not produced 
enough elTcct to prevent such an agitation as we 
sec going on in Ohio? How is it that the Demo- 
crats, after having been originally "hard-money 
men,” have now so great a fondness for irrcdeciii- 
ablc paper-money, and do not pay the least atten- 
tion to your citations cither of American or for- 
eign cxjicricnce of paper-money? Why is there 
no use in arguing with cither of these gentlemen' 
Why does any attempt to argue witli them end 
in simply bandying contradictions? The fact is 
that the Democratic party, though it has die repu- 
tation of having been a “hard-money” party, was 
always almost as much in favor of Government 
money as of “hard-money.” It disliked paper- 
money in the earlier years of its existence rather 
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became the banla issued it than because it was 
paper Jefferson thundered against the “scrip” of 
the United States Bank, but he was not opposed to 
the issue of Gosemment scrip In fact, the present 
system of Government issues may be found set 
out with the utmost distinctness in his correspond- 
ence, pamcularlv in the year iSij Nearly all his 
dcnunaations of the banks and their “rag-money” 
are mterspersed with suggestions for an issue of 
Government paper, "based on” a "specific tax.” 
He proposed the payment of the expenses of the 
war with Englano by such an issue, or, in other 
words, proposed the very scheme which Mr 
Chase produced forty-seven years later — barring 
the legal-tender clause — for paying the expenses 
of putting down the rebellion. Wntmg to Mr 
Eppes, June 4, 1813, Jefferson shows how the 
thing IS to be done. "Every one knows,” he says, 
“that although not literally, it is nearly true, that 
every paper dollar emitted banishes a silver one 
from arculaaon. A nation, therefore, making its 
purchases and payments with bills fitted for cir- 
culation thrusts an equal amount of com out of 
circulation This is equivalent to borrowing that 
turn, and yet the lender, receivmg payment m a 
medium as effectual as com for his purchases and 
payments, has no claim to interest. And so the 
nation may continue to issue its bills as far as its 
wants require and the limits of the circulation 
will admit Those limits are understood to extend 
with us at present to $100,000,000 — a greater sum 
than would he necessary for any war " One has 
only to put this idea into the hands of “the debtor 
class," headed by demagogues like Morton and 
Logan and Allen and Pendleton, to have the Ohio 
system of finance very speedily evolved from it. 
Nor did Jefferson’s plan die out of the memory 
of his disciples. In 1837, m the very midst of the 
distress arising out of the bursting of the bank 
bubble, and when all true Democrats were clam- 
orous for “hard-money” and against "rag-money,” 
Mr, Silas Wnght, the leading party chief, who 
hated and denounced bank-paper as much as Jack- 
ton himself, introduced m the Senate, and carried 
against the opposition of the Whigs, who advo- 
cated a plain, honest loan, the issue of $10,000,000 
of Treaturj' notes, as a medium m which Govern- 
ment dues could be paid, in the absence of re- 
deemable bank-notes, and he did this under the 
recommendation of the President, Mr Van Buren, 
in his message. It was perhaps the best thing to 
be done in the peculiar circumstances of the case, 
hut It show ed that Democratic hostility to paper- 
money was by no means absolute, that it could be 
easily reconalcd to paper issued from the right 
quarter — m short, to "the people's paper,” as ois- 
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tinguishcd from the paper of “monopolists and 
“speculators ” 

The idea which is at the bottom of the whole 
agitation in favor of unlimited issues of green- 
backs IS as old as the French Revolution, and has 
come steadily down, m one shape or another, 
along with the “principle of equality” and the 
"nghis of men ” ft is now embodied in the po- 
htical gospel of the Continental Socialists, under 
the name of "gratuity of credit ” The Continental 
Socialists have, however, pushed the doemne fur- 
ther than their American imitators, and made it 
more efficient, because they have not only pro- 
vided for the issue of mredcemable paper by the 
Government, but provide the means by which the 
"poor man" can get hold of it. Anybody who 
reads the speeches of Allen or Pendleton or 
Kelley on the wonderful effects of plenty of 
paper-money in “quickemng the wheels of m- 
dustry,” will observe that they never describe 
the mode in which the paper is to reach the wheels. 
They tell yon of the blessing it would prove to 
the farmer and mechanic, but they refram from 
mentioning how the farmer or mechanic is to get 
It into his possession. They do not propose that 
the Government should give it away Even the 
illustrious Kelley demes his benignant currency 
to all who cannot provide themselves with 3 65 
bonds. But how is the hardy farmer or the in- 
dustrious mechanic, who is short of money, to 
procure bonds, in order to exchange them for 
currency when business is active, and draw them 
out again when busmess is dull, etc., etc? This 
lamentable gap m the system the French and 
Germans have filled up by declarmg that when the 
Government makes its issues of paper, it shall 
lend them to all well-behaved anzens, throilgh 
banks established for the purpose all over tSe 
country, and not on sccunty either — for the 

f iresent bankers lend on secunty, and what is 
ending on security but monopoly? The ob]ect 
of Government issues is, and clearly ought to be, 
the supply of money to persons who have no 
sccunty to offer — or, m other words, to the class 
which needs money most — and this the European 
plan attains Some such idea, though in a very 
vague shape, undoubtedly hes at the bottom of 
the Kelley and Allen discourses. The traimng 
they have unconsciously received in an acute 
business commumty doubtless prevents them from 
proposmg openly' that "the people’s money" 
should be lent gratis to all comers, because this 
would make Amencans laugh, but the nonon that 
the Government ought m some manner to see 
that evert'body has as much money as he needs m 
his business is, nevertheless, running through their 
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minds, and furnislics, or would furnish, the prem- 
ise tlic suppression of which makes much or their 
talk seem so irrational Kelley has made a lame at- 
tempt to meet the difficulty with his 3.65 plan, 
and Wendell Phillips with I'lis plan of lending on 
mortgage on real estate at four per cent, but 
neither of them makes any provision, as we have 
already remarked, for the poor fellows who have 
neither bonds nor real estate 
Another thing to be taken into account in tr^'- 
ing to explain the steady growth of the inflationist 
element m the Democratic party is, that it has 
always been an a priori party, its doctrines have 
never, cither in their conception or in their ap- 
plication, been influenced much by either home 
or foreign experience. That the inflationist ele- 
ment has been steadily gaining ground in its ranks 
for some years, there is now no denying It has 
been kept down on the Eastern seaboard by the 
predominance of the commercial interest, but in 
the West It comes nearer every month to taking 
entire possession of the party, and laughs at the 
way in which the Eastern organs fling financial 
history at its head. The way in which the Cin- 
cinnati Times, for instance, approaclics the ques- 
tion, IS far more orthodox than the w'ay in w'hich 
the U'orld approaches it. The Western journalist 
does what the poets do, and what Deniocrauc 
publicists have always done, m dealing w'ith im- 
ortant political problems — “he looks into his own 
cart and WTitcs’ , while the World quotes the re- 
port of the Bullion Committee and the history 
of the French assignats and other musty records of 
past ages. In this way the Democrats changed the 
constitution of this and other States, by making 
all the officers directly responsible to the people, 
giving us the elective judges. There is nothmg In 
the annals of the human race, or in any man’s ex- 
perience of human nature, to justify faith in such 
changes any more than to justify faith in irre- 
deemable greenbacks; but then the Democratic 
politician did not care for annals, and the human 
nature he studied he learnt about through Jeffer- 
son from that profound observer, Jean Jacques 
Rousseau It w’as Rousseau who first revealed to 
the world the extraordinary things man w’as ca- 
pable of if released from the bonds of usage and 
tradition, and his pictures made an impression 
which may be found stamped deeply in the reports 
of many an American convention. Tlic latest 
traces of them arc undoubtedly to be seen in this 
Democratic clamor for paper-money. What Mr. 
Allen and his followers arc telling us, or trying to 
tell us, is that we have been misled by oligarchical 
traditions into the belief that coin was the only 
good money, and that a community which had 


lost It ought to trj' to recover it, but that \\e 
deceive oursehes, that by deep tliinking we 
should discover that paper-ifioncy was the true 
foundation of natural happiness, just as Karl Alarx 
would tell us that long familiarity with the prac- 
ucc of gning security for loans, and of paying 
them back at a fi.xed date, had blinded us to the 
nauonal advantages of loans without security, not 
payable at any date, and that in this system of 
banking reflection would show a right-minded 
man that the world would find a key to the terri- 
ble problem of povert)’ If you cite experience to 
these philosophers, they tell you that experience 
is of no value, because their system xvas not tried 
under the proper conditions. It has to be put into 
operation in a Democratic atmosphere and amid 
Democratic institutions, and then it will work. 
If It docs not work, it is either because you do not 
go far enough, or because some malignant person 
behaves badly. Their paper would be good money 
if selfish men did not refuse it or undervalue it, 
just as their constitutions would be good constitu- 
tions if everj' man did his duty. You cannot corner 
them in discussion. No a priori politician or finan- 
cier xvas ever cornered, because he always takes to 
himself xvings, as people do in dreams, and perches 
on some distant and sunnj' height while you arc 
preparing your cords to bind him. 

2. The Farmers and the Supreme Court 

Within the last few weeks the newspapers have 
been full of despatches and predictions from Wis- 
consin to the effect that the present session of the 
legislature of that State will repeal or substantially 
modify the Potter Railroad Law. We have our- 
selves very good reason to believe that these antici- 
pations arc well grounded, inasmuch as we under- 
stand that a loan needed in Wisconsin for public 
improvements has been refused by English capi- 
talists solely because of the existence of the Potter 
Law, and that the only hope of effecting it now 
lies m an alteration of the law. It seems to be gen- 
erally believed, too, that if this particular meas- 
ure IS struck off the rolls the trouble xvill be over, 
that die capitalists will be satisfied and happy, 
and money xvill floxv freely as of old from the 
plethoric coffers of London, Boston, and New 
York into the Northwest. So far as the repeal or 
modification of the Potter Law goes, cvcty one 
must be rejoiced to hear of this proof of return- 
ing xvisdom, and our readers xvill bear us xvitncss 
that xvc have never expressed a belief in the 
crmancnce of this notorious piece of legislation, 
ut xvc expect and demand a great deal more 
than this, and every one, either in Europe or 
America, xvho is interested in the stock or bonds 
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of any Western railroad, will recognize the justice 
of the demand MTiat is needed now, in the in- 
terest of every one who either has property or 
the hope of acquiring propert)'. is an authoritative 
esposiuon by the highest and final tnbunal of the 
country of the rights of people who invest their 
earnings in the securities of radroads, on the faith 
of chatters granted them by States or the United 
Sutes The withdrawal of the smts now pendmg 
in the Supreme Court at Washington, in con- 
sideration of the repeal or modi&aoon of the 
Potter Law, would really leave the matter exactly 
where it now is — would give the bond and share 
holders no more guarantees than they have now, 
would abridge no tight now alleged to exist on 
the part of the State, and would leave the whole 
matter to be reopened as soon as the next era of 
radroad speculation and extravagant town-bond- 
ing should give the farmers reason to believe that 
they n ere not maLing money fast enough 
Let no one suppose for a moment that this is a 
forced statement of the motives which have 
guided the Grangers in their assault upon railroad 
propertv They maintain, mdeed, that they have 
a legal theory of the relation of corporaaons and 
the stale at the bonom of their demands, but this is 
a sheer fabrication. Their theory now is that rad- 
roads are public highways, and therefore the tolls 
taken on them must be such as the public deems 
reasonable It is not more than half-a-dozen years, 
however, since throughout the West there was a 
great farmers’ movement directed to the sole end 
of getting the courts to declare the direct opposite 
of this — that a railroad was a purely private enter- 
prise, and had no public character whatever The 
explanation of this inconsistency is simple enough 
It is that in the first instant the farmers wanted 
the courts to declare that bonds, issued by them- 
selves in their corporate capacity of towns and 
counties in aid of railroads, were dlcgal, and on 
that account they need not pay the interest. To 
do this It was ncccssar)' that the roads should be 
decided to be private conipames, m aid of which 
of course public taxanon or loans were unlawful 
Nou, however, what the Grangers want is to 
make the roads cany gram at such prices as wdl 
make farming remunerative when it docs not pay 
to farm, and therefore they have gone into court 
to procure decisions to the effect that railroads are 
public highways This is not a mere techmeal 
inconsistcnc)’ which it is for lawyers to cxplam 
and dissipate, it is in reality a glaring and insolent 
assertion on the part of the Grangers that they do 
not care what the law is, or what justice is, but 
that they propose to frame, whenever they either 
wash to stop payments of their own debts to rail- 
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roads, or wnng some money out of the railroads, 
some legal theory to fit the occasion 
We mamtain, as we have mamtained all along, 
that the pnnciple of the Potter Law (which is, of 
course, m no way abrogated by change or repeal 
of pamcnlar measures devised to give expression 
to It) IS either confiscation, or, if another phrase 
be more agreeable, the change of railroads from 
pieces of private property, owned and managed 
for the benefit of those who have invested their 
money m them, mto eleemosynary or charitable 
corporations, managed not for the profit of the 
owners, but for the benefit of a particular class 
of appheants for outdoor relief — the farmers, and, 
more than this, snch farmers only as happen to 
live along the Ime. There is no reason, either, why 
this new pnnciple should be applied only to rail- 
roads. If true of them, it is equally true of all cor- 
porations incorporated by pnvate capital for ends 
of anything hite a pubhc character — such as news- 
papers, hotels, telegraph compames, and all fac- 
tones for the manufacture of necessary articles, 
pamcularly those dedicated by law to pubhc uses 
by protection against foreign competaaon That 
this 13 the pnnciple which the Grangers wish to 
have embedded m the structure of the law of the 
country, we deduce from several considerations 
first, from the inevitable nature of the legal argu- 
ments nsed, second, from the mevitable analogy 
between the property attacked and those other 
kinds we have just enumerated, third, from the 
temper and general tone of the arguments by 
which the Grangers support their claim, anm 
fourth, by the only example of what they demand 
and arc satisfied noth m the way of judicial sup- 
port — the opmion of the Supreme Court of Wis- 
consin on the constiniDonality of the Potter Law 
— an opmion vastly more important and danger- 
ous than the law itself, since the law might be 
considered the effect of a mere gust of passion, 
while the opmion was put forth as a calm and dis- 
passionate statement of legal duties and habdiaes 
With regard to the use of the word “confisca- 
tion,” which many people seem to think so un- 
necessarily harsh and unjust, we must say that the 
common notion that people who make an attack 
on other people’s property begm them movement 
by crying “Go to, let us rob. and plunder, and 
dcstrov," IS mcorrect Almost all schemes of 
spoliation in modem times make a pretence to 
morality of some kind, as we may see now in the 
South, where property is taxed mto the pockets of 
men like Casey, Kellogg, and Moses in order that 
the negro may be protected,” or m the Pans 
Commune, where a great deal of the most valu- 
able property was destroyed, and all pnvate own- 
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crs threatened with confiscation, and general an- 
archy introduced, in order to bring in an era of 
liberty, fraternity, and cquaht}'. So, too, the rc- 

udiaaon of the five-twenty bonds is demanded 

V laigc bodies of people on the ground that 
speculators haic made too much money out of 
their issue, or because justice requires that we 
should abide by the “letter of the law.” There- 
fore, in saying that the decision of the Wisconsin 
Supreme Court is a decision in favor of confisca- 
tion, we do not mean that Chief-Justice Ryan and 
his associates arc in the liabit, when not holding 
court, of robbing on the highway, or even mean 
to encourage robbery, but to call the attention of 
investors and property-owners to the fact chat 
the highest court of that State has solemnly de- 
cided, on the demand of the State Attorney- 
General, tliat the right to confiscate for the bene- 
fit of a class is part of the fundamental law of the 
countr}'. A railroad charter, they say, is certainly 
a contract, but the State of Wisconsin has re- 
served the right to alter it at pleasure, and of the 
expediency and justice of the alteration they are 
sole judges. Railroads may, it is true, issue bonds 
guaranteed by all their property and vested rights, 
but the purchasers of these bonds take tlicm at 
their peril, and subject to the right of the legisla- 
ture CO deprive them of all their value. To sav 
that the legislature would be incapable of such 
folly is no answer, because, if we may judge by 
experience, there is no folly of which legislatures 
arc incapable. 

In saying that such legislation as the Potter Law 
convens a private company into a charitable so- 
ciety for the benefit of a particular class, we are 
really understating the ease. A charity is as a 
general thing supported by funds raised by taxa- 
tion, and thus contributed by the whole com- 
munity, or It IS supported by private funds volun- 
tarily given by the founder or the associates. But 
railroads, if their earnings arc to be determined 
by the legislature, are made into involuntary char- 
ities They become chariues which are supported 
by forced contributions levied upon the owners 
of the stock and bonds. A railroad becomes a sort 
of God’s highway, on which everybody has a nat- 
ural as well as constitutional right to travel and 
to transport goods, at the expense of the kind- 
hearted people who built it This is charity with 
a vengeance. It is, indeed, exactly the way m 
which an invading army uses railroads m time 
of war 

Such being tlie legal foundation on which the 
movement rests, what is the temper in which it is 
advocated? Is their demand a calm and manly ap- 
peal to the public for the redress of proved griev- 


ances, or IS it a petulant, noisj% and confused 
clamor for no one knows exactly what? We have 
before us a number of the Journal of Social Sci- 
ence, publislicd si.x months ago, containing what 
purports to be a temperate statement of the farm- 
er’s grievances by Mr. Willard C. Flagg, presi- 
dent of the Illinois State Farmers’ Association 
We have looked through it in vain for any dis- 
cussion of the cost of transportation — a question 
which of course is the hinge on which any reform 
must turn; but what we do find, on the first page, 
is a sort of historical parallel between the post- 
mcdixval peasantry of France and the agricul- 
tural capitalists of the grain-producing States of 
the Northw’est. 

“One sees,” says A-lr. Flagg, quoting La Bniycrc, 
“certain wild anmials, both male and female, scat- 
tered about the country, livid, and roasted by the 
sun, bent over the soil, w'hich they scratch and dig 
up with invincible persistence; and when they 
stand upright tliey display a human face, for in 
truth they are men and women. At night they 
retire to their dens, where they feed on black 
bread, water, and roots. They spare other people 
the trouble of digging and sowing and reaping; 
they deserve not to be deprived of the bread they 
have produced ” “So,” continues Mr. Flagg, “al- 
lowing for difTerences in civilization, it has been 
m all ages The robber baron, die medixval mer- 
chant, the despotic tax-gatherer, reappear in mer- 
chant princes, ‘protected’ manufacturers, ‘na- 
tional’ bankers, and railw'ay ‘magnates.’ ” 

And this IS what is considered a temperate and 
scientific way of approaching the subject. Turn- 
ing to the proceedings of the Illinois State Farm- 
ers’ Association itself, held six months before this 
(a report which persons arc reminded in the' intro- 
ductory' remarks is an “educational document”), 
we find in turnmg over the first few pages, among 
other educational material, a resolution intro- 
duced for die reconstruction of the courts on 
“principles of common sense” — the only principle 
mentioned being that people ought to argue their 
own eases as far as possible without aid from law- 
yers or any resort to appeals, second, a resolution 
to the effect that property “should bring a reason- 
able per cent, of profit,” and that “the owner has 
the right to fix such reasonable per cent.”; third, 
a resolution diat the existing doctrine of “vested 
rights” of railroads “belongs to a past age,” and 
“has no legitimate place in the jurisprudence of a 
free people”, besides any number of dcnuncia- 
dons of sjjccie payments, and among these a long 
paper by Mr. H. H. Day’, of New York, in the 
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course of which he rcfen to Mr John Shernuin, 
chairman of the Senate Finance Gimmittee, as one 
of a Rang of ^'banditti,” and declares that the first 
act ngned by Ulysses S Grant swept a thousand 
mUlions into the pochet of the specie-basis usurers, 
and added just so much to the shoulders of the 
toiling people, and laid the foundation for national 
decay ” In short, we find in these temperate socio- 
logical and educational tracts the same sort of vio- 
lent and irrational language with which the public 
IS more familiar in such reports as that of Mr 
Osborn, the Wisconsin Commissioner, who talks 
of the ownen and managers of railroad secutioes 
as "these buccaneers of the nineteenth century " 
We feel it to be our duty to svom all investors 
that they will be very foolish to trust any of their 
money to legislatures which pass such laws as the 
Potter Act, to judges who decide such laws consti- 
tutional, or to communities which produce such 
coniribunons to social science and popular educa- 
tion as those from which wc have cjuoted, without 
the guarantee which an authoritative decision of 
the United Sutes Supreme Court alone can give 
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We want to know, and to know finally when we 
buy one, what a railroad bond or share of stock 
actually is Is it, as wc are accustomed to consider, 
property, just as much as houses and futmture, 
or £ It, as Chief-Justice Ryan assures us, a con- 
tract between two persons havmg a value to be 
determined at the pleasure of a third, to be in- 
creased or enhanced as the changing majority of 
an agricultural legislature happens to view with 
favor or dislike the railroad system of the coun- 
try? It IS one of the marks of a civilized, as dis- 
tmguished from a barbarous state of society, that 
m the former what we call property is protected 
ci^ually, whether it consists of lands and houses, 
or of mere evidences of value — ^jiapcr credits, or 
bonded debt If m the eta of progress to which the 
farmers’ movement proposes to mtroduce us, we 
are gomg back to a condition of society in which 
the only sort of property which we can call our 
own IS that which we can make our own by physi- 
cal possession, it is certainly important to every 
one to know it, and the only body which can 
really tell us is the Supreme Court at Washington. 


Mtinn V. lllmots 

OPINION OF THE SUPREME COURT 


Ma, Qiiep Justice WatrE dehvered the opinion 
of the court 

The question to be determined m this case is 
whether the general assembly of Illmois can, un- 
der the limitations upon the legislative power of 
the States unposed by the Constitution of the 
United States, fix by law the maximum of charges 
for the storage of gram in w archouses at Chicago 
and other places m the State having not less than 
one hundred thousand inhabitants, "in which 
grain IS stored in bulk, and in which the gram of 
different owners is muted together, or in which 
gram is stored m such a manner that the identity 
of different lots or parcels cannot be accurately 
prescried " 

It is claimed that such a law is repugnant — 

1. To that part of sect. 8, art i, of the Consti- 
tution of the United States which confers upon 
Congress the power “to regulate commerce with 
foreign nanons and among the several Stales,” 

2. To that part of sect. 9 of the same article 
which provides that “no preference shall be given 
b)’ any regulation of commerce or rev enue to the 
ports of one State over those of another,” and 

3. To that part of amendment 14 which ordains 
that no State shall "deprive any person of life, 
liberty, or property, uithout due process of law. 


nor deny to any person within its jnrisdicdon the 
equal protecnon of the laws " 

We will consider the last of these objections 
first. 

Every statute 15 presumed to be constitntional 
The courts ought not to declare one to be uncon- 
sntuaonal, unless it is clearly so If there is doubt, 
the expressed will of the legislature should be 
sustained 

The Constitution contams no definition of the 
word "depnve,” as used in the Fourteenth 
Amendment, To determine its signification, there- 
fore, It IS necessary' to ascertam the effect which 
usage has given it, when employed in the same or 
a like connection. 

While this provision of the amendment is new 
in the Constitution of the United States, as a 
hmitauon upon the powers of the States, it is old as 
* civilized government. It is found m 

Magna Charta, and, m substance if not in form, in 
nearly' or quite all the consntuoons that have been 
from time to time adopted by the several Stares 
of the Union By' the Fifth Amendment, it was 
introduced into the Consotudon of the Umted 
States as a limitation upon the powers of the na- 
tional government, and by the Fourteenth, as a 
guaranty' against any encroachment upon an ac- 
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know lodged right of citizenship by the legisla- 
tures of the States 

When the people of the United Colonies sepa- 
rated from Great Bntam, they changed the form, 
but not the substance, of their government. They 
retained for the purposes of government all the 
powers of the British Parliament, and through 
their State consritutions, or other forms of social 
compact, undertook to give practical effect to 
such as the\' deemed necessary for the common 
good and the security of hfe and propertv'. All 
the powers which they retained they committed 
to their respeenve States, unless m evpress terms 
or by imphcation reserved to themselves Subse- 
quently, when it was found necessarj' to establish 
a national government for national purposes, a 
part of the powers of the States and of the people 
of the States was granted to the United States and 
the people of the United States. This grant oper- 
ated as a further limitation upon the powers of 
the States, so that now the governments of the 
States possess all the powers of the Parliament of 
England, except such as have been delegated to the 
United States or reserved by the people. The res- 
ervations by the people are show n in the prohibi- 
tions of the constituuons. 

When one becomes a member of societv’, he 
necessarily parts with some rights or privileges 
which, as an individual not affected by his rela- 
tions to others, he might retain “A body politic,” 
as aptly defined in the preamble of the Constitu- 
tion of Massachusetts, “is a social compact bji 
which the whole people covenants with each citi- 
zen, and each citizen with the whole people, that 
all shall be governed by certain law's for the com- 
mon good.” This does not confer power upon 
the whole people to control rights which are 
purely and exclusively private, Thorpe v. R. ^ B. 
Railroad Co, 27 Vt. 143; but it does authorize 
the establishment of laws requiring each ciazen 
to so conduct himself, and so use his own prop- 
ertv', as not unnecessarily to injure another. This 
is the ver)' essence of government and has found 
expression in the maxim sic mere tuo m alienwn 
non Iccdas. From this source come the police pow- 
ers, which, as was said by Mr. Chief Justice Taney 
in the License Cases, 5 How. 583, “are nothing 
more or less than the powers of government inher- 
ent in ever)’ sovereignty, . . . that is to say, . . . 
the power to govern men and things.” Under 
these powers the government regulates the con- 
duct of its citizens one towards another, and the 
manner m which each shall use his own property’, 
when such regulation becomes neccssaty' for the 
public good. In their exercise it has been custom- 
aty' in England from time immemorial, and in 


this countty' from its first colonization, to regulate 
ferries, common earners, hackmcn, bakers, mil- 
lers, wharfingers, innkeepers, Lc~, and in so do- 
ing to fix a maximum of charge to be made for 
services rendered, accommodations furnished, 
and articles sold. To this day, statutes are to be 
found in many of the States upon some or all these 
subjects, and vv e think it has never yti been suc- 
cessfully contended that such legislation came 
within any of the constitutional prohibitions 
against mterfercnce with private property’. With 
the Fifth Amendment m force. Congress, in 18:0, 
conferred power upon the city’ of Washington 
“to regulate . . . the rates of wharfage at private 
wharves, . . . the sweeping of chimneys, and to 
fix the rates of fees therefor, . . . and the weight 
and quality of bread,” 3 Star. 587, sect. 7, and, in 
1848, “to make all necessary regulations respect- 
ing hackney carriages and the rates of fare of the 
same, and the rates of haulmg by cartmen, wagon- 
ers, carmen, and draymen, and the rates of com- 
mission of auctioneers,” 9 id. 224, sect. 2. 

From this it is apparent that, dow-n to the time 
of the adoption of the Fourteenth Amendment, 
it was not supposed that statutes regulaong the 
use, or ev en the price of the use, of priv ate prop- 
erty' necessarily deprived an owner of his prop- 
erty’ w’ithout due process of law. Under some cir- 
cumstances they may, but not under all. The 
amendment does not change the law in this par- 
ticular. it simply prevents the States from doing 
that w’hich will operate as such a depnvation. 

• This brings us to inquire as to the principles 
upon which' this power of regulation rests, in 
order that we may determine what is within and 
what without its operative effect. Looking, then, 
to the common law’, from whence came the right 
which the Consritution protects, we find that 
when pnvate property' is “affected with a public 
interest, it ceases to be jttris privati only.” This 
was said by Lord Chief Justice Hale more than 
tw’o hundred years ago, in his treatise De Por- 
tibus Maris, i Harg. L^vv Tracts, 78, and has been 
accepted w’ithout objection as an essential ele- 
ment in the law of property' ever since. Property 
does become clothed w ith a public interest when 
used m a maimer to make it of public conse- 
quence, and affect the community at large. When, 
therefore, one dev'otes his property’ to a use in 
which the public has an interest, he, in effect, 
grants to the public an interest in that use, and 
must submit to be controlled by the public for 
the common good, to the extent of the interest 
he has thus created. He may withdraw his grant 
by discontinuing the use; but, so long as he main- 
tains the use, he must submit to the controL . . - 
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Common carriers exercise a sort of pnbbc of- 
fice, and have dunes to perform m which the 
public IS interested New Jersey Nav Co v Mer- 
cbanls’ BanL, 6 How 382 Their business is, there- 
fore, "affected with a public interest,” wnhm 
the meaning of the doctnne which Lord Hale 
has so forcibly stated 

But we need not go further Enough has al- 
ready been said to show that, when pnvate prop- 
erty IS devoted to a pubhc use, it is subject to 
pubhc regulation. It remains only to ascertam 
whether the warehouses of these plamoffs m 
error, and the busmess which is earned on there, 
come within the operanon of this pnnaple. 

For this purpose we accept as true the state- 
ments of fact contained m the elaborate bnef of 
one of the counsel of the plamtiffs m error 

In this cormeaion it must also be borne in mind 
that, although in 1874 there were in Chicago four- 
teen warehouses adapted to this pamcular busi- 
ness, and owned by about thirty persons, mne 
business firms controlled them, and that the pnees 
charged and received for storage were such “as 
have been from year to year agreed upon and 
established by the different elevators or ware- 
houses in the aty of Chicago, and which races 
have been annually published in one or more 
newspapers printed m said aty, m the month of 
January m each year, as the established rates for 
the year then next ensuing such pubhcaaon " 
Thus It IS apparent that all the elevaung facilraes 
through which these vast productions “of seven 
or eight great States of the West" must pass on 
the way “to four or five of the States on the sea- 
shore" may be a “virtual” monopoly 

Under such arcumstances it is difficult to see 


w h) , if the common earner, or the miller, or the 
ferrvman, or the innkeeper, or the wharfinger, or 
the baker, or the cartman, or the hackney-coach- 
man, pursues a pubhc employment and exercises 
“a sort of pubhc office," these plamtiffs m error 
do not. They stand, to use again the language of 
their counsel, m the v ery “gateway of commerce,” 
and take toll from all who pass Their busmess 
most certainly "tends to a common charge, and 
IS become a thmg of public mtcrest and use” 
Even bushel of gram for its passage "pays a toll, 
which IS a common charge," and, therefore, ac- 
cording to Lord Hale, ev'cr)' such warehouseman 
“ought to be under public regulation, vtz,, that he 
. , take but reasonable toll ” Certainly, if any 
business can be clothed “with a public mtercst, 
and cease to be juris pnvoti onlv,” this has been 
It map not he made so bv the operation of the 
Constitunon of lllmois or this statute, but it is by 
the facts. . . . 
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For our purposes we must assume that, if a 
state of facts could e.xisc that would justify such 
legislation, it actually did e.xist when the statute 
now under consideration was passed For os the 
question is one of power, not of expediency If 
no state of circumstances could exist to justify 
such a statute, then w e may declare this one void, 
because in excess of the legislaave pow'er of the 
State But if it could, w'e must presume it did Of 
the propnetx' of legislaave mterfcrence withm 
the scope of legislauvc power, the legislature is 
the exclusive judge. 

Nather is it a matter of any moment that no 
precedent can be found for a statute precisely like 
this. It IS conceded that the busmess is one of 
recent ongm, that its growth has been rapid, and 
that It IS already of great importance. And it must 
also be conceded that it is a busmess m which the 
whole pubhc has a direct and posiuve mterest. It 
presenis, thereforet a case for the apphcaaon of 
a long-known and well-established ptmciple m 
soaal science, and this statute simply extends the 
law so as to meet this new development of com- 
mercial progress. There is no attempt to compel 
these owners to grant the public an mterest m 
their property, but to declare their obhgaaons, 
if they use it in this pamcular manner. 

It matters not m this case that these plamtiffs 
m error had built their warehouses and established 
their busmess before the regulanons complamed 
of were adopted MTiat they did was from the 
begmnmg subject to the power of the body polmc 
to require them to conform to such regulanons 
as mi^t be established ^ the proper authonnes 
for the common good They entered upon their 
busmess and provided themselves with tJie means 
to carry’ it on subject to this condiaon If they 
did not wish to submit themselves to such mter- 
ference, they should not have clothed the public 
with an mterest m their concerns. The same prm- 
aple apphes to them that docs to the proprietor 
of a hackney-camage, and as to him it has never 
been supposed that he w as exempt from regulat- 
mg sututes or ordinances because he had pur- 
chased his horses and carnage and established his 
busmess before the statute or the ordinance was 
adopted 

It IS insisted, howev er, that the owner of prop- 
erty IS enntled to a reasonable compensation for 
its use, even though it be clothed with a pubhc 
mterest, and that what is reasonable is a judicial 
and not a legislaave quesaon 

As has already been shown, the pracucc has 
been otherwise In countnes where the common 
law prevails, it has been customary from tunc im- 
memorial for the legislature to declare what shall 
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be a reasonable compensation under sucli cir- 
cumstances, or, perhaps more properly speaking, 
to fix a maximum beyond u bicli any charge made 
would be unreasonable. Undoubtedly, m mere 
private contracts, relating to matters in which 
the public has no interest, what is reasonable 
must be ascertained judicially. B.ut this is because 
tlic legislature has no control over such a contract. 
So, too, m matters which do affect the public in- 
terest, and as to which legislative control may be 
exercised, if there are no statutory regulations 
upon the subject, the courts must determine what 
is reasonable. The controlling fact is the power 
to regulate at all. If that exists, the right to estab- 
lish the maximum of charge, as one of the means 
of regulation, is implied In fact, the common- 
law rule, which requires th6 charge to be rea- 
sonable, is Itself a regulation as to price. Without 
it the owner could make his rates at will, and 
compel the public ro yield ro his terms, or forego 
the use. . . . 

We know that this is a power which may be 
abused, but that is no argument against its exist- 
ence. For protection against abuses by legisla- 
tures the people must resort to the polls, not to 
the courts. . . . 

We come now to consider the effect upon this 
' statute of the power of Congress to regulate com- 
merce. . . . 

It was very properly said in the case of the 
StiUe Tax on Railway Gross Receipts, 15 Wall. 
193, that “it is not every thing that affects com- 
merce that amounts to a regulation of it, within 
the meaning of the Constitution.” The xvarc- 
houscs of these plaintiffs in error arc situated and 
their business earned on exclusively within the 
limits of the State of Illinois They are used as 
instruments by those engaged in State as well as 
those engaged in inter-state commerce, but they 
arc no more necessarily a part of commerce itself 
than the dray or the cart by which, but for them, 
grain would be transferred from one railroad sta- 
tion to another. Incidentally they may become 
connected with inter-state commerce, but not 
necessarily so. Their regulation is a thing of 
domestic concern, and, certainly, until Congress 
acts in reference to their inter-state relations, the 
State may exercise all the powers of government 
over them, even though in so doing it may indi- 
rectly operate upon commerce outside its im- 
mediate jurisdiction. We do not say that a case 
may not arise in which it will be found tliat a 
State, under the form of regulating its own affairs, 
has encroached upon the exclusive domain of 
Congress in respect to inter-state commerce, but 
we do say that, upon the facts as they arc repre- 


sented to us in this record, that has not been 
done. ... 

Mil. Just ICC Fiiu) and Mu. Justicl Stro.vc Dis- 

SLNTUJ 

Mu. Justicl Fii ld. 1 am compelled to dissent 
from the decision of the court in this case, and 
from the reasons upon xvhich that decision is 
founded. The principle upon which the opinion 
of the majority proceeds is, in my judgment, sub- 
versive of the rights of private property, hereto- 
fore believed to be protected by constitutional 
guaranties against legislative interference, and is 
in conflict xvith the authorities cited m its sup- 
port. 

The defendants had constructed their ware- 
house and elevator in 1862 with their own means, 
upon ground leased by them for that purpose, 
apd fron) that time unal the fihng oi the Informa- 
tion against them had transacted the business of 
receiving and storing grain for hire. The rates of 
storage charged by them were annually estab- 
lished by arrangement with the owners of differ- 
ent elevators in Chicago, and were published in 
the month of January. In 1870 the State of Illinois 
adopted a now constitution, and by it "all ele- 
vators or storehouses where grain or other prop- 
erty is stored for a compensation, whether tne 
property stored be kept separate or not, arc de- 
clared to be public warehouses." 

In April, 1871, the legislature of the State passed 
an act to regulate these warehouses, thus declared 
to be public, and the warehousing and inspection 
of grain, and to give effect to this article of the 
Constitution. . . . 

Tlie question presented, therefore, is one of the 
greatest importance, — whether it is within the 
competency of a State to fix the compensation 
which an mdividual may receive for the use of 
his own property in his private business, and for 
his services in connection with it 

The declaration of the Constitution of 1870, 
that private buildings used for private purposes 
shall be deemed public institutions, docs not make 
them so. The receipt and storage of grain in a 
building erected by private means for that pur- 
pose does not constitute the building a public 
warehouse. There is no magic in the language, 
though used by a constitutional convention, which 
can change a private business into a public one, 
or alter the character of the buildmg in xvhich the 
business is transacted. A tailor’s or a shoemaker’s 
shop xvould still retain its private character, even 
though the assembled wisdom of the State should 
declare, by organic act or legislative ordinance. 
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that such a place was a public workshop, and that 
the workmen were public tailors or pubbe shoe- 
makers, One might as well attempt to change the 
nature of colors, by givmg them a new designa- 
tion. The defendants were no more public 
warehousemen, as justly observed by counsel, 
than the merchant who sells his merchandise to 
the pubbe is a public merchant, or the blacksmith 
who shoes horses for the public is a pubbe black- 
smith, and It was a strange notion that by caUing 
them so they would be brought under legislative 
control 

The Supreme Court of the State — divided, it is 
true, by three to nvo of its members — has held 
that this legislation was a legitimate exercise of 
State authority over pnvate buaaness, and the Su- 
preme Court of the United States, two only of 
Its members dissenting, has decided that there is 
nothing m the Consatuoon of the Umted States, 
or Its recent amendments, which impugns its 
vahdlty It is, therefore, with diffidence I pre- 
sume to Question the soundness of the decision 

The validity of the legislation was, among other 
grounds, assailed in the State court as bemg in 
conflict with that provision of the State Constitu- 
tion which declares that no penon shall be de- 
prived of life, liberty, or property without doe 
process of law, and with that provision of the 
Fourteenth Amendment of the Federal Constitu- 
tion which unposes a similar restriction upon the 
action of the State The State court held, in sub- 
stance, that the constitutional provision was not 
violated so long as the owmer was not deprived of 
the title and possession of his property, and that 
It did not deny to the legislature the power to 
make all needful rulcs-and regulations respectmg 
the use and enjoyment of the property, refemng, 
bi support of the position, to instances of its ac- 
tion in prescribing the interest on money, m cstab- 
lishmg and regulating public femes and public 
mills, and fixing the compensation in the shape 
of toils, and in delegatmg power to muniapal 
bodies to regulate the charges of hackmen and 
drajunen, and the weight and price of bread. In 
this court the legislauon was also assailed on the 
same ground, our junsdicnon ansmg upon the 
clause of the Fourteenth Amendment, ordain- 
ing that no State shall depnse any person of life, 
libert)', or properts' wuthout due process of law 
But It would seem from its opinion that the cour 
holds that property loses somethmg of its pnvate 
charaacr when emplo) cd m such a w’ay as to be 
gencrall) useful T^e doctnne declared is that 
properu' "becomes clothed wuth a public interest 
when used in a manner to make it of pubbe conse- 
quence, and affect the community' at large,” and 
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from such clothing the right of the legislature 
IS deduced to control the use of the property, and 
to determme the compensation which the owner 
may receive for it. When Sir Matthew Hale, and 
the sages of the law m his day, spoke of property 
as affected by a public mterest, and ceasing from 
that cause to be pmi prruati solely, that is, ceasmg 
to be held merely m pnvate nght, they referred 
to property dedicated by the owner to pubbe 
uses, or to property the use of which was granted 
by the government, or in connection with which 
special pnvileges were conferred Unless the prop- 
erty was thus dedicated, or some right bestowed 
by the government was held with the property, 
either by specific grant or by presenpoon of so 
long a time as to imply a grant onginally, the 
property was not affected by any public mterest 
so as to be taken out of the category of property 
held m pnvate right But it is not m any such sense 
that the terms ‘^othmg propery with a public 
interest” are used m this case From the nature 
of the busmess under consideration — the storage 
of gram — which, m any sense in which the words 
can be used, is a pnvate business, in which the 
public are interested only as they are interested 
in the storage of other products of the sod, or in 
articles of manufacture, it is clear that the court 
intended to declare that, whenever one devotes 
his property to a business which is useful to the 

f inblic, — ^“affects the community at large,” — the 
egislature can regulate the compensanon which 
the owner may receive for its use, and for his 
own services m connection woth it “When, there- 
fore," says the court "one devotes his property 
to a use in which the public has an mterest, he, 
in effect grants to the pubbe an interest m that 
use, and must submit to be controlled by the pub- 
lic for the common good, to the extent of the 
mterest he has thus created He may withdraw 
his grant bv discontramng the use, but so long 
as he mamtains the use, he must submit to the 
control” The bmldmg used by the defendants 
was for the storage of gram in such storage, says 
the court the public has an interest, therefore tjie 
defendants, by devoting the budding to that stor- 
age, have granted the public an mterest m that 
use, and must submit to have their compensation 
regulated by the legislature. 

If this be sound law, if there be no protection, 
cither m the pnnciples upon which our republican 
government is founded, or in the prohibitions of 
the Constitution against such invasion of private 
rights, all propert)' and all busmess m the State 
are held at the merty of a majority of ns legisla- 
ture The pubhc has no greater mterest in the use 
of bufldmgs for the storage of gram than it has m 
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tlic use of buildings for the residences of families, 
nor, indeed, any thing like so great an interest, 
and, aecordmg to the doctrine announced, the 
legislature may fi\ the rent of all tenements used 
for residences, without reference to the cost of 
their erection. If the owner does not like the rates 
prescribed, he may cease renung his houses He 
lias granted to the public, savs the court, an inter- 
est in the use of the buildings, and “he may with- 
draw his grant by discontinuing the use; but, so 
long as he maintains the use, he must submit to 
the control.” The public is interested in the manu- 
facture of cotton, woollen, and silken fabrics, m 
the construction of machinery, in the printing and 
publication of books and periodicals, and in the 
making of utensils of every variety, useful and 
ornamental; indeed, there is hardly an enterprise 
or business engaging the attention and labor of 
any considerable portion of the community, in 
which die public has not an interest in the sense 
in which that term is used by the court in its 
opinion, and the doctrine which allotvs the legis- 
lature to interfere with and regulate the charges 
which the owners of (property thus employed shall 
make for us use, that is, the rates at which all these 
different kinds of business shall be carried on, has 
never before been asserted, so far as 1 am aware, 
by any judicial tribunal in the United States. 

The doctrine of the State coun, that no one is 
dcprivsd of his property, within the meaning of 
the constitutional inhibition, so long as he retains 
Its title and possession, and the doctrine of this 
court, that, whenever one’s property is used in 
such a manner as to affect the community at large. 
It becomes by diat fact clothed with a public in- 
terest, and ceases to be juris privati only, appear 
to me to destroy, for all useful purposes, the effi- 
cacy of the consutudonal guaranty. All that is 
beneficial m property arises from its use, and the 
fruits of that use; and whatever deprives a person 
of them deprives him of all that is desirable or val- 
uable in the title and possession. If the constitu- 
tional guaranty extends no further than to pre- 
vent a deprivation of title and possession, and 
allows a deprivation of use, and the fruits of that 
use, it does not merit the encomiums it has re- 
ceived. Unless I have misread the history of the 
provision now incorporated into all our State 
constitutions, and by the Fifth and Fourteenth 
Amendments into our Federal Constitution, and 
have misunderstood the interpretation it has re- 
ceived, It IS not tlius limited in its scope, and thus 
impotent for good. It has a much more extended 
operation than either court. State, or Federal has 
given to it. The prowsion, it is to be obscrx’ed, 
places property under the same protection as life 


and libeityf Exccjit by due process of law, no 
State can deprn e any person of either. The pro- 
sisioii has been supposed to secure to e\crv m- 
duidual the essential conditions for the pursuit 
of happiness, and for that reason has not been 
heretofore, and should ne\ er be, construed in any 
narrow or restricted sense. 

No State “shall deprise any person of life, lib- 
erty, or propeity' without due process of law," 
says the Fourteenth Amendment to tlic Constitu- 
tion By the term “life,” as here used, something 
more is meant than mere animal existence. Tlic 
inhibition against its deprivation extends to all 
those lunbs and faculties by which life is enjoyed 
The provision equally prolubits the mutilation of 
the body by the amputation of an arm or leg, or 
the putting out of an eye, or the destruction of 
any other organ of the body through which the 
soul communicates with the outer world. The 
deprivation not only of life, but of whatever God 
has given to ever)' one with life, for its growth 
and enjoyment, is prohibited by the provSion in 
question, if its efficacy be not frittered away by 
judicial decision. 

By the term “liberty,” as used in the provision, 
something more is meant tlian mere freedom from 
physical restraint or the bounds of a prison. It 
means freedom to go where one may choose, and 
to act in such manner, not inconsistent with the 
equal rights of others, as his judgment may dictate 
for die promotion of his happiness; that is, to pur- 
sue such callings and at'oeaDons as may be most 
suitable to develop his capacities, and give to them 
their highest enjoyment. 

The same liberal construction which is re- 
quired for the protection of life and liberty, in 
all pardculars in which life and hberty arc of any 
value, should be applied to the protection of 
private property. If the legislature of a State, un- 
der pretence of providing for the public good, 
or for any other reason, can determine, against 
the consent of the owner, the uses to which private 
properrj’ shall be devoted, or the prices which the 
owner shall receive for its uses, it can dcpnvc 
him of the property as completely as by a special 
act for Its confiscation or destruction. If, for in- 
stance, the owner is prohibited from using his 
building for die purposes for which it was de- 
signed, it IS of little consequence that he is per- 
mitted to retain the title and possession, or, if he 
is compelled to take as compensation for its use 
less than the expenses to xvhich he is subjected by 
its ownership, he is, for all practical purposes, 
deprived of the property, as cfTcctually as if the 
legislature had ordered his forcible dispossession 
If it be admitted diat the legislature has any con- 
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trol over the compensauon, the extent of that 
compensation bceomes a mere matter of legisla- 
nsc discretion The amount fixed will operate as 
a partial destruction of the value of the propern% 
if It fall below the amount which the owner would 
obtain by contract, and, practically, as a complete 
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destruction, if it be less than the cost of retaining 
Its possession There is, mdecd, no protection of 
any value under the constitutional provision, 
which docs not extend to the use and mcome of 
the property , as well as to its title and posses- 
sion 


LABOR 


The WORKERS of Amenca were organizing, too 
After the Civil War, the Knights of Labor made 
Its appearance and Terence V Powderly 
(1849-1924) became its Grand Master Work- 
man A machinist’s apprentice at fifteen, 
Powderly had been so active in the Machin- 
ists’ and Blacksmiths’ Union that he was among 
the first men to be blacklisted in 1873 A penod 
of tramping and riding the rods had given him 
firsthand knowledge of the world of the un- 
employed When Powderly returned to the 
Pennsylvania district where he had been reared, 
he was ready to )oin the Knights of Labor, a 
secret society founded at Philadelphia m 1869 
to protect Its garment-cutter members from 
employer pcrsecuaon The Knights spread into 
western Pennsylvania and by the end of the 
seventies had begun to acquire power Though 
Its greatest development did not come until 
the next decade, the Knights of Labor retamed 
the platform and objccaves of its found- 
en 


Neither a craft umon nor a federation of 
trades, the Knights combined both these ele- 
ments of labor organization with benevolent 
purposes and the attractions of secrecy besides. 
Unlike the craft umons, the Knights made 
especial effort to win unorganized unskilled 
laborers, and this gave rise to much of its early 
strength and also to many of the weaknesses 
that helped destroy it. 

In the sevennes, however, the Knights of 
Labor was m its earlier stage of development. 
It retamed not only the method of secrecy, 
which it was to drop, but also the spint of 
concihaoon and cooperation Unlike the “pure 
and simple” unionism of the later American 
Federation of Labor trade umons, the Kmghts 
of Labor had a political program and a social 
hope the replacmg of the wage system by true 
industrial cooperanon 

The selection here reprinted is from Pow- 
dcrly’s Thirty Years of Labor (Columbus, 
Ohio, 1889). 


Thirty Years of Labor 

BY T, V. P03VDERLY 


Tim Founding of the Knights of Labor 

. Among those who had been carefully scan- 
ning the field of operations, and stud)nng the 
signs of the timci, were the garment cutters of 
Philadelphia, who, as soon as the movement m 
favor ot a reduction of wages made itself visible, 
called a meeting m the autumn of i86z, and passed 
tcsolutions t\hich declared that they were entitled 
to a fair compensation for labor done, and would 
accept nothing less. From this meeting grew the 
organtzaoon afterwards known as the “Garment 
Cutters* Association of Philadelphia ” It grew m 
strength and influence. It had on the roll of mem- 
bership some of the ablest men who toiled for a 
Ining m Philadelphia, and it w’as particularly 


fortunate in selecting for the first corps of officers 
the best and brightest men in the craft 
The care and attention which had been dis- 
played m the election of the first set of officers be- 
came a precedent by which officers were chosen 
at followTng elections, and gave to the asscoation 
A STANDING among the garment cutters which it 
would not otherwise have had This association 
continued in existence for a number of years 
Having served the purposes for which it wtis 
first orgaiUEcd, it became a beneficial association, 
taking care of the sick and disabled members, and 
assisting many members of the trade who were not 
in affiliation with the association. In the early 
spring of 1869, a lack of interest having manifested 
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itself among the members, it was deemed ad%'isablc 
by some to introduce new features, and make 
some changes which innovations m work-shop 
regulation seemed to demand 

One Sunday afternoon two members of the 
association, Uriah S. Stephens and Henry L. 
Sinexon, met by appointment, and took a walk in 
the direction of League Island While sauntering 
along, Mr. Stephens complained bitterly of the 
lack of interest manifested by the members of 
the Garment Cutters’ Association. . . 

Mr. Sinexon asked his companion if he had 
given any thought to the formulanon of any 
plans; the reply was- “No, but I am determined to 
make an effort to insutute somctlnng different. 
When the dissolunon takes place I shall make an 
effort to get some good men together and origi- 
nate something that will be different from what 
we have ever had. . . 

In this way these two men discussed various 
measures of reform for several hours, and finally 
parted with the understanding that each w'as to 
invite a chosen few to meet at a certain spot in 
Fairmount Park on the following Sunday. Tlie 
meeting in the park was attended by eight or 
nine of the older and more reliable of the Gar- 
ment Cutters’ Association. They agreed to draw 
up plans for the organizauon of a new order, and 
to submit them at a subsequent meeting On sev- 
eral Sundays these meetings were held in the park. 
The men who met would take three of the park 
benches and place them m the form of a triangle. 
They would then sit on the inside of the mangle, 
and each one would read off the plans he had 
draw'n up during the w'eek. Mr. Stephens usually 
occupied the post of honor in the center, and at 
the close of each meeting all papers would be 
placed in his possession for consideration Should 
It happen to rain w'hile they w-ere in session, they 
w'ould seek the shelter of one of the park build- 
ings, and there continue to perfect their plans. 
They continued to meet in this way for months. 
When the weather grew’ too cold for them to 
meet in the park they held their sessions in the 
homes of the members until their plans were well 
matured. 

On December 9, iSfig, a resolution was offered 
at a meeting of the Garment Cutters’ Associauon: 
“To dissolve and divide the funds among the 
members in good standing.” The motion met with 
but little opposition, and its passage w-as practi- 
cally UNANIMOUS 

Immediately after the dissolution of the Gar- 
ment Cutters’ Association, several members from 
among those who had made a study for several 
months of the best means of inaugurating a new' 


movement among the garment cutters, met in 
the liall of the American Hose Company, on 
Jayne street, below Seventh, and proceeded to 
organize by clectmg Jas. L V''right as temoorarv' 
chairman, and Robert McCauley as temporart' 
sccrctar}'. After a free and deliberate discussion 
of the subject of organization, the question was 
put to each person present “Have you any ob- 
jections to connect yourself with a secret organ- 
ization’” The following answ-ered in the negative 
by stanng that they had no objections to offer. 
James L Wright, Wm. H. Phillips, U. S. Stephens, 
Robert McCauley, William Cook, James M. Hil- 
sea, Joseph S Kennedy, Robert W. Keen, and 
David Westcott. 

Mr. Keen w'as then placed in charge of the 
door, a pledge of secrecy w’as administered to all 
present, and a password was given out to be used 
on subsequent occasions Various plans w'cre con- 
sidered, and the measures which had been under 
discussion for months by the few who had busied 
themselves with the work of bringing the new- 
order into being, were referred to a committee 
consisung of U S. Stephens, R W. Keen, David 
Westcott, Joseph S. Kennedy, James M Hilsea, 
James L. Wright, and Robert AlcCauley, with in- 
structions to meet and prepare, from the docu- 
ments placed in them possession, a secret w’ork, 
such as would be suitable for the government of 
such a body. It w-as agreed at this meeting that 
no funher mention w’ould be made to any one 
who was not present, except those who had taken 
part in the prehminary discussions, which had 
taken place in the park and at other places. . . . 

The third mceung xvas held at the house of 
Jos S. Kennedy, on December 28, 1869. At this 
meeting the name of the new association was 
made a subject for discussion, and it was deaded 
to call It THE KNIGHTS OF LABOR, and the local name 
of the body was to be Garment Cutters’ Assem- 
bly. It was reported that a room could be secured 
in the United States Engine House, at Fourth and 
Vine Streets, and Alessrs. Keen and McCauley 
were appointed to engage the room. The com- 
mittee made a partial report, and recommended 
a form of obligation to which U. S. Stephens, R. 
W. Keen, James L. Wnght, James M. Hilsea, 
Joseph S. Kennedy, William Cook, and Roben 
McCauley subscribed 

This meeting began the permanent organization 
of the first Assembly of the Knights of Labor. At 
the next meeting, which xvas held in the room 
xvhich had been secured in the United States En- 
gine House, on December 30, 1869, the committee 
on ritual reported progress, and G. W. Cook, H. 
L. Sinexon, W, C. Yost, Samuel Wright, G. W. 
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Hombcrger, and James Barron, were elected to 
membership 

On Januarj’ 6, 1870, the first regular officers 
were cleaed after the committee on ritual recom- 
mended what titles the officers should be known 
by It nas decided to call the renting presiding 
officer Venerable Sage, the prcsidmg officer Mas- 
ter Workman The nest officer in rank to be 
known as Worthy Foreman The other officers 
were to be known as Worthy Inspector, Un- 
known Kmght, Recordmg Secretary, Fmancul 
Secretary, and Treasurer James L, Wnght, who 
had occupied the position of prcsidmg officer, 
teas appointed Venerable Sage, and Uriah S 
Stephens was elected the first Master Workman 
for the year begmmng January, 1870 

On Oaober 20th tlie first person not a garment 
cutter was proposed as a sojourner m Assembly 
No I In order to spreah the beneitts of organ- 
ization among workingmen, it was allowed to 
initiate good men of all callmgs, and to allow 
them the benefits of association on the same foot- 
mg with the garment cutters, except m decidmg 
trade matters. Sojourners were not reqmred to 
pay any dues until such time as enough of their 
own calling had been mmated to form a separate 
assembly The sojourner was admitted that he 
might become a missionary among his fellow- 
tradesmen, he was to be an instructor and an 
otgmiiet 

Tins departure from the original plan of the as- 
sembly was the first real step m advance of the 
old system of organization that was made, and 
from the loth of October, 1870, dates this history 
of the order of the Knights of Labor as something 
in advance of, and differing from, the exclusive 
trade union From its inception Assembly No i 
was more exclusively a trade organization than 
any trade umon that had ever existed m the Umted 
States. None but garment cutters, who conld 
prove that they had served a stated term as ap- 
prentices, were admitted The principles of co- 
operation and assistance were to be confined to a 
few who could pass examination as first-class 
workmen The real work or knighthood had 
not yet started, and the founders of the firct as- 
tcmbly, wTth the exception of Uriah S Stephens, 
William Fenmmorc, and Henry L. Smexon, were 
as much interested m trade matters as any person 
who belonged to a trade union. Compaied with 
the trade umons of that day the first assembly of 
the Knights of Labor was fat behind them m 
toleration and fellowship 

The idea which Stephens and Slnexon discussed 
at the outset was not put m practice until the 
adoption of the motion, made by the latter, threw 
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open the doors for the admission of other work- 
men than garment cutters. From that moment 
began the progressive work of the Kmghts of 
I.abor 

The ideal organization for which the workers 
in the Nanonal Labor Umon and the Indusmal 
Brotherhood had sought m vain, loomed up be- 
fore the eyes of those who were members of the 
new order m 1870 From that moment organiza- 
tion took on a new significance, and assumed 
mote DiGNiriED and important proportions. 
Trade Imes were no longer powerful enough or 
sufficient to encompass the toilers who sought 
protection, as mnch from their own errors 
through their ignorance of the nghts and duties 
of each other, as from the encroachments of un- 
scrupulous employers The secrecy which en- 
shrouded the new order made it difficult to organ- 
ize, and It was a process slow of operation to pro- 
pose, elect, and miQate a candidate 

When a member found a man who was con- 
sidered worthy of admission, he was questioned 
as to his opimons concemmg the elevation of 
labor, and if his sentiments were found to be in 
accord with the objects of the soaew, his name 
would be brought before a meeting of the organi- 
zation, the local name of which was “Garment 
Cutters’ Assembly No i ’’ A committee would 
be amiomted to make an investigation into the 
qualmcations of the person proposed The mem- 
ber who proposed the candidate was not allowed 
to act on the committee, for the reason that he 
might be swayed or influenced by rnffiNDSMip in 
makmg his report When the committee reported, 
the candidate was balloted for, if rejected, no 
further mention was made of the matter to any 
one The candidate would be kept in ignorance 
of what had transpued, and the members, even 
those who had voted against his admission, would 
treat hun with the same consideration in the 
workshop as before 

If the candidate was elected the fnend who 
proposed him would on some pretext invite him 
to a meeting, a party, a ball, or a gathering of 
some kind, and manage to secure his presence at 
the regular meetmg-place of the assembljz on the 
night of mitjaaon, and when the candidate for 
the first nme learned that he was to enter a so- 
ciety as a new member, he was at the same tune 
led to believe that his fnend had also been m- 
vited there for the same purpose, so that in case 
of fadurc to initiate, the elected one would not 
even then know that his fnend was connected 
with the society 

This method of secunng members was kept 
np for several years, and became the rule with 
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nil future assemblies The reason for this eytreme 
SECRECV was because it was claimed that open and 
public associations had, after centuries of toil and 
struggle, proved to be failures in one way or an- 
other. It was also claimed that when the associa- 
tion worked openly, so that its members might be 
known to the public, it esposed its members to 
the scrutiny, and in time, the wrath, of their em- 
ployers. It was deemed best to work in such a 
way to avoid comment and scrutiny. 

TTie troubles which were at that time attract- 
ing attention toward the coal fields from which 
Pluladelphia received its prmcipal supply of fuel, 
also influenced the members of the new order. 
Through open and public association the men of 
the coi fields allowed desperate men to gain ad- 
mittance to their societies, and among the latter 
was the detective, who, in order to earn his salarj', 
added to his treachery the enme of perjury and 
murder in order to make out a case against his 
fellow-men 

Where associations of workingmen are work- 
ing openly it matters but little what laudable 
object they may have m view, men can always 
be had for a price who will deliberately enter a 
society as though actuated by the best of motives, 
and after ingratiating themsehes in the good 
graces of the members, become leaders only to 
lead to rum and death Such thmgs have been 
done in Penns)'lvania, and it was to avoid the 
repention of such a catastrophe that the first as- 
sembly of the Knights of Labor assumed the garb 
of secrecy which it wore until, with the rest of 
the order, it cast the outer covermg aside, and an- 
nounced to the world that there was such an or- 
ganizanon as the Knights of Labor working for 

the EMANCIPATION 01 THE WAGE-EARNER. . 

It was not the intention to create an antagonism 
between labor and capital No conflict with legiti- 
mate enterprise was contemplated, but the mem- 
bers realized that men who possessed wealth, m 
tlieir haste and greed, blmded by self interest, 
often overlooked the interests of others less for- 
tunate than they, and frequently violated the rights 
of such as they deemed helpless and defenceless 

Stephens and his co-laborers meant to uphold 
the dignity of labor, and to affirm the nobilit)’ of 
all who earned their daily bread m an honest way, 
but they swore unending enmity to every form 
of vice by u hich the poor were being fleeced for 
the benefit of the gamblers m the necessaries of 
life It was their intention to work for the cre- 
auon of a healthy public opinion on the subject of 
labor, — the only creator of values, — and to advo- 
cate the jusDce of its receiving a full, complete 


share of the values, or capital, it created. It was 
furthermore intended to support all laws that were 
made to harmonize labor and capital, for since 
labor gave life and value to capital, it was but just 
to place both upon an equahty before the law. 
Laws which were mtended to lighten the ex- 
haustiveness of tod were to be supported and ad- 
vocated, and new’ laws were to be advised in the 
mtercst of the worker. Evety lawful and honor- 
able means was to be resorted to to procure and 
retain employment for fellow'-members, and it 
mattered not to w’hat countr)’, color, or creed the 
member belonged, if misfortune befell him, he was 
to receive the aid and comfort of his fellow’- 
members. Strikes were discountenanced, but 
when it became justly necessary to make use of 
that weapon, it was intended to aid such members 
as ought suffer loss. In short, it was the intennon 
to extend a helping hand to every branch of trade 
which made a part of the vast mdusmal forces of 
the country. . . . 

The fundamental prmciple on which the organ- 
ization was based xvas co-operation, not a co- 
operation of men for the mere purpose of enhanc- 
ing the value of their combined contributions to 
any producuve enterprise alone, but a co-opera- 
tion of the various callings and crafts by which 
men earned the right to remain upon the earth’s 
surface as contributors to the public good. The 
barners of trade were to be cast aside, the man 
who toiled, no matter at what, was to receive and 
enjoy the just fruits of his labor and exercise of 
his art whether, as a skilled artisan or the humblest 
of the toilers of the earth. . . . 

On July 18, 187a, Assembly No i was organ- 
ized, and those who had been connected with No 
I as sojourners took leave of the parent assembly 
for the purpose of organizing the ship carpenters 
and caulkers of Philadelphia and surroundmgs. 
The second assembly, once under xvay, the work 
of organization made rapid progress. Thomas 
Thompson, the Master Workman of Assembly 
No. 2, was an untiring xvorker, and left nothmg 
undone to not only strengthen his own assembly, 
but to orgamze new ones. It xvas the practice to 
propose and initiate all sojourners m Assembly 
No. 1, and when a sufficient number w’ere enlisted 
to draw them out, or allow them to sojourn to a 
new assembly of their own calling. 

The organization of new assemblies did not 
prevent the workers of No i from initiating per- 
sons whose crafts were organized. When a mem- 
ber of No I discovered a man xvho would make 
a good member, he proposed his name in No i, 
had him iniuated, and then gave him a card xvith 
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which to gain admittance to the assembly of his 
craft . . 

AVith the organization of assemblies outside of 
Philadelphia, there arose a necessity for a uniform 
CODE OF LAWS, as Well as for a prmted form of 
ntuaL Up to this time the ntual was not printed 
The work was enlaced upon ^d perfected as the 
order progressed. The committee on ntual con- 
tinued to make in reports, adding new forms and 
ceremomes as the necessity for their use became 
apparent. It became neceskry to have organizers 
stationed in the aties and towns where assembhes 
were organized to answer the call for orwmzatioa 
as It arose A trusted member of the order would 
be selected, his name would be submitted to 
Assembly No i, and if it was deemed satisfactory 
he would be authonzed to organize and found 
assemblies. 

The first committee on consntuHon of the or- 
der of the Knights of Labor, appointed by Mr 
Stephens, consisted of representauves Robert 
Schilling, Chairman, Ralph Beaumont, Thomas 
King, T V Powdcrly, and George S Boyle Two 
members of this committee, Messrs. Schillmg and 
Powderly, were members of the Industnal Broth- 
erhood, and though neither one knew that the 
other would be present, both brought with them a 
sufficient supply of consutuuons of the I B to 
supply the body. The adoption of the preamble 
was left to these two, and a glance at it will show 
what changes were made m the declaration of 
principles whose history has been traced down 
from year to year smee it was first adopted by the 
National Labor Umon of i86<S. 

The committee on constitution adopted the 
constitnnon of the Industrial Brotherhood to far 
as practicable The consutution, when printed, 
bore the same legend on the title page as was 
adopted at the Rochester meetmg in 1874 The 
followmg IS the preamble adopt^ at Reading, 
Januatj' 3, 1878 “When bad men combme, the 
good must associate, else they will fall, one by one, 
an unpiticd sacrifice m a contemptible struggle.” 

PREA.MBLE 

The recent alarming development and aggres- 
sion of aggregated wealth, which, unless chedted, 
wall invariably lead to the pauperization and hope- 
less degradation of the toihng masses, render it 
imperative, if we desire to en]oy the blessings of 
life, that a check should be placed upon its power 
and upon unjust accumulation, and a system 
adopted w Inch will secure to the laborer the fruits 
of hu tod, and as this much-desircd object can 
onl) be accomplished bj' the thorough umficaaon 


of bbor, and the united efforts of those who obey 
the divme mjunction that “In the sweat of thy 
brow shalt thou eat bread,” we have formed the 
• • • • * with a view of securmg the or- 
ganization and direction, by co-operativc effort, 
of the power of the mdustnal classes, and we 
submit to the world the objects sought to be ac- 
complished by our organization, calling upon all 
who believe m securing "the greatest good to the 
greatest number” to aid and assist us — 

I To bring withm the folds of orgamzauon 
every department of productive mdustry, mak- 
ing knowledge a stand-pomt for action, and m- 
dustrial and moral worth, not wealth, the true 
standard of mdividual and national greatness. 

H To secure to the toders a proper share of 
the wealth that they create, more of the leisure 
that rightfully belongs to them, more societary 
advantages, more of the benefits, pnvdeges, and 
emoluments of the world, in a word, ail those 
rights and privileges necessary to make them ca- 
pable of enjoying, apprecuung, defendmg, and 
perpetuatmg the blessmgs of good govemmenc 

rfl To amve at the true condition of the pro- 
ducing masses in their educanonal, moral, and 
financial condition, by demanding from the vari- 
ous governments the establishment of bureaus of 
Labor Statisncs 

IV The establishment of co-operanve institu- 
tions, productive and distributive 

V The reservmg of the public bnds — the her- 
itage of the people — for the actual settler, — not 
another acre for railroads or speculators 

VI The abrogation of all laws that do not bear 
equally upon capital and labor, the removal of 
unjust teenmeahues, delays, and discriminations m 
the admmistrauon of justice, and the adopting of 
measures providmg for the health and smety of 
those engaged in ironing, manufacturing, or build- 
ing pursuits. 

VII The enactment of laws to compel char- 
tered corporations to pay their employes weekly, 
in full, for labor performed dunng the precedmg 
week, m the lawful money of the country 

Vni The enactment of laws givmg mechanics 
and laborers a first hen on their work for their 
full wages 

IX The abolishment of the contract system on 
national, State, and municipal work. 

X The substitutton of arbitration for strikes, 
whenever and wherever employers and employes 
are willing to meet on equitable grounds 

XI The prohibition of the employment of chil- 
dren in workshops, mines and factories before at- 
taimng their fourteenth year. 
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XII. To abolish tlic system of letting out by conferred by the labor-saving machinery which 
contract the labor of convicts m our prisons and their brains have created. 

refomiatorj' institutions. X\''. To prevail upon governments to establish 

XIII. To secure for both se\es equal pay for a purely national circulating medium, based upon 

equal work. the faith and resources of the nation, and issued 

XIV. The reduction of the hours of labor to directly to the people, without the mtervention of 
eight per day, so that the laborers may hate more any sv’stem of banking corporauons, which money 
time for social enjoyment and intellectual im- shall be a legal tender in payment of all debts, 
provement, and be enabled to reap the advantages pubhc or private. 

PANIC AND DEPRESSION 


In 1869, AS WE HAVE seen, David Wells warned 
Americans against certain structural weaknesses 
in their economy. To his voice was added that 
of J. E. Cairnes, the Briush economist, who 
found in America’s unfavorable trade balance 
a real cause for alarm. Caimes’s Some Leading 
Principles of Political Economy Newly Ex- 
pounded (London, 1S74) was written before 
the depression of 1873-79 hit the United States, 
but his warning of course came too late. His 
analysis of one of the causes of business stag- 
nation in America — having, of course, in mind 
that tlic depression was world-wide — throws 
interesting light on the country’s international 
position as it was emerging out of a mercantile 
into an industrial economy. 

Cairnes points out that gieat quantities of 
foreign capital had entered the United States 
during the Civil War and immediately after, 
as a result, the United States could continue to 
import more than it exported. But this could 
not proceed indefinitely; the day of reckoning 
must come Americans must reduce costs; they 
must get rid of protectionism, and they must 
enter world markets with great quantities of 
goods if prosperity is to'be assured in the United 
States It will be obsen'ed that at certain points 
Cairnes takes issue with Wells. The selection 
here used is from the original edition of 
Caimes’s book. 

The panic came in September, 1873, with the 
failure of the private banking house of Jay 
Cooke and Company. Other suspensions fol- 
lowed; banks shut their doors, the New York 
Stock Exchange closed, and New York banks 
w ere compelled to issue clearing-house certifi- 


cates because currency was drained out of the 
city. The depression spread and was accom- 
panied by agricultural distress and mass unem- 
ployment. The article reprinted from the New 
York Connnercial and Financial Chronicle of 
August 7, 1875, gives a contemporary dcscrip- 
uon of the country’s economic difficulties. 

The Federal government’s only attempt to 
inter\"cne was to force deflation even further 
by deciding to resume specie payments, which 
had been suspended in 1 86 1 . In 1 875, an act was 
passed calling for resumption on January i, 
1879, and the Treasury proceeded to the busi- 
ness of accumulating a gold resenm toward that 
day by selling bonds. The reply of agrarians 
and their labor friends was a demand for the 
remoneuzation of silver. In other words, the 
government offered deflation as the way out; its 
opponents, inflation. 

The silver agitation — which was to continue 
during the next quarter-century, in fact as long 
as commodity prices remained low — arose out 
of the fact that Congress had demonetized silver 
in 1873 because the price of silver was too high 
and It was therefore not being nunted. But the 
discovery of new mines m America and the 
abandonment of silver by European countries 
generally now sent the price of the metal down; 
Americans soon learned that the “Crime of 
1873” — as the silverites called the law of that 
year — had put a stop to the minting of silver 
dollars. 

A more profound analysis of the country’s 
difficulties and a remedy that struck a little 
closer to the realmes came from the New York 
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Oeanne House Association In 1874, it issued a mg in the harvests, and domestic exchan^ 
report calling attention to senous faults in the therefore were being constantly disturbed. The 
national banking system. The Naaonal Banking Clearmg House Report recommended that its 
Act of 1864 mcorporated real weaknesses, one member banks cease paymg interest on de- 
of the most important was the method of ban- posits, it also proposed the rediscounting of 
dlmg reserves Under the law, country banks commercial paper to render credit more flmd. 
were made to keep these reserves m “central These cnncisms of the national bankmg system 
reserve cities” of which New York was the were too early to beat any fruit and it was not 
leading one. Thus, New York banks accumn- until 191 3, with the passage of the Federal Re- 
lated large amounts of capital, and tended to serve Act, that some of these ideas of 1874 were 
lend these funds out on call to brokers to fi- adopted The selection used here is from a 
nance stock purchases But the country funds pamphlet edition of the report published m 
had to flow out to meet the eiqienses of bring- New York m 1874. 

Sovie Leading Principles of Political Economy 

BY J. E. CAIRNES 

Parr HI, Chapter HI Internatiovai. Values sterling, of which some two hundred nulhons 

were taken by foreigners. In addinon to this. 
Sec. 7 . . But the advent of the Qvil War numerous other loans were effected on State, rail- 
brought with It a senes of events, each of potent way, minmg, and other securities, reaching in the 
mfluence, and which m their combination have aggregate a very large sum, of which the amount 
sufficed to shake Amencan trade to its centre, that found its way to Europe was, according to 
and to render the financial position of the Union Mr Wells, not less than one hundred millions 
in presence of Europe unprecedented and cnocal sterlmg These transactions were spread over sev- 
m the extreme Of these events the most im- eral years — we may say broadly, over the last 
portant were (i) the enactment of the Momll three years of the war, and the two or three im- 
tanff in iBdi, by which the Umted States passed mediately succeeding Regardmg them as they af- 
from what was substantially a free trade com- fected the financial relaoons of Europe and the 
mcrcial rignn: to one of high Protection, (2) Umted States the result may be thus stated — 
the sudden cessation of cotton coluvation, and, Europe undertook to send immediately, that is to 
as a consequence of this and of the Gvd War, the say, as fast as the several obligations were in- 
temporiry collapse of the cotton trade with curred, some 300,000,000/ sterling to the United 
Europe, (3) the creation of an enormous national States, while the United States on her side en- 
deht, simultaneously with considerable additions gaged to pay the interest on this sum to Europe 
made to State and other debts previously con- for all tune, or untd the principal was discharged 
tracted, a laigc proportion of the funds m both The transactions, as I have said, were spread over 
cases being furnished by foreigners, and lastly, some five or six years, and, malang allowance for 
the issue of an incons'crrible paper currency to the dividends which would be accrumg on the 
tale the place of the mixed svstem of com and investments from the time they were effected, and 
conicrdblc credit which formerly prevaded The which might be used as a set-off agamst the prln- 
pissing of the Alomll tariff and the present ngidly opal sums snll becoming doe as new investments 
protectiie sv-stem of the Umted States will be the were made, the amount required to be sent from 
subiect of special examination m a future chapter Europe to the United States during the period 
For our present purpose it wjH be sufficient if we under review would not be less than some 40,- 
attend to the three last of the occurrences named, ooo.oool. sterling annually Under ordinary cir- 
and mainly to the consequences invoked m the cumstanccs,— m such a state of external trade 
ludden increase in foreign indebtedness, taken m for example, as had existed prenous to 1860—50’ 
connection v ith the collapse of the cotton trade enormous and sudden an increase of payments 
I.et us first ohscnc the scale on which the new from one continent to the other could otilv have 
debt was created It amoumed-we may say in been effected through the medium of bullion The 
round numbers— to about five hundred mlUiona ordinaiy flow of gold from New York to Europe 
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would have been suddenly checked, and a counter- 
current would have set m from Europe to New 
York, — operations which could not fail to produce 
a profound ferment in the money markets of the 
two continents As it was, Iiowever, the settle- 
ment of these vast transactions occasioned very 
little disturbance of any kmd. The cxplananon is 
mainly to be found in another of the circum- 
stances to which I have called attenQon, the col- 
lapse of the cotton crop; for the effect of this was 
suddenly to leave the United States without the 
means of paying Europe for her ordmary im- 
portations thence, swollen as these had recently 
been by large purchases of material of war. In the 
result the United States stood largely a debtor 
to Europe on commercial account, while on finan- 
cial account the balance was not less decidedly 
against Europe; and, the amounts on both sides 
nearly corresponding, the settlement of the com- 
plex "transactions became possible by the simple 
expedient of setung off one class of obligations 
against the other. This, in effect, is what was done. 
The reciprocal obligations of Europe and the 
United States' were thus adjusted for the time, 
though by a sort of financial coup de viam that 
could not well be repeated, and now 1 invite the 
reader to contemplate the state of dungs which 
has supervened. 

Sec. 8. On the termination of the war the culti- 
vation of cotton was, of course, resumed, and al- 
ready that staple, as an article in the trade of the 
Umted States with Europe, has attained its former 
proportions, if not in quanrity at least m value. 
On her other domestic exports (in which, be it 
remembered, specie is included) there has been 
an increase, though not a large one, and only dur- 
ing the last two years But whde this has been the 
case as regards exports, her imports have risen 
from 335,100,000 dollars, at which they stood in 
i860, the year previous to the war, to 617,000,000 
dollars, their amount according to the latest re- 
turns. Tlie reader will remember that previous to 
the war the exports of the Umted States had, as a 
normal state of thmgs, exceeded the imports, the 
excess on this account during the ten years be- 
tween 1831 and i860 (inclusive) having amounted 
to an average sum of 6,000,000 dollars annually. 
Now, however, the balance is on the other side. 
It is the imports which are in excess of the exports. 
In the five years, 1868-1872 (inclusive), tlie excess 
amounted on an average to 44,000,000 dollars an- 
nually; xvhile m the last year of the period (1871) 
it grew to no less a sum than 116,000,000 dollars 
Now, from the explanations already given the 
reader will understand that such a state of external 
trade, assummg it be sound and normal, would 


imply a state of financial relations between the 
United States and Europe in which the former 
country' was largely a creditor of the latter; for it 
IS only on this supposiuon that a large excess of 
imports over exports could contmue "consistently 
with national solvenc}'. So far, howe\ er, from the 
facts being in accordance with this supposition, 
they are exactly the reserse of this The Umted 
States IS largely a debtor to Europe on financial 
account, while her exports are not even sufficient 
to cover her commercial liabilities. It will be 
xvorth while to consider this position of affairs 
somewhat more m detail. 

As 1 learn from figures given by Mr. Wells in 
his Report for i868, the dividends due to Euro- 
pean holders of United States stocks of various 
kmds amounted m that year to 80,000,000 dollars 
This, how'ever, is but a portion of her extra- 
commercial obligations to Europe. Her remit- 
tances to foreign countries to meet the c.xpenscs 
of her citizens residing or travelling abroad 
reached in the same year, accordmg to the same 
authority, so large a sum as 25,000,000 dollars, 
and It does not appear that there was anj'thing 
excepDonal in this c.xpenditure. Lastly, we learn 
from Mr. Wells that an annual debt to foreign 
countries of 24,000,000 dollars more is incurred on 
account of freights carried in foreign bottoms. 
The aggregate of these various sums is 129,000,000 
dollars, in round numbers we may say about 26,- 
000,000/ sterling, and this sum the United States 
has to pay annually to foreign countries, over and 
above what she owes on account of her importa- 
tions Now, as I have already explamed, there is 
but one means by which a nation can m the last 
resort discharge her liabilities to other nations — 
namely, through the value of her products ex- 
ported. We have seen, however, that the exports 
of the United States, as things now stand, far from 
being adequate to the liquidation of her annual 
aggregate liabilities, are insufficient to meet those 
incurred on commercial account alone, the de- 
ficiency, taking the average of the last five years, 
having, as I, have just shown, reached the large 
sum of 44,000,000 dollars — let us say m round 
numbers about 9,000,000/. sterling. We have thus 
a balance of 9,000,000/. on commercial account, 
plus a further sum of 26,000,000/. on extra-com- 
mercial account, — in all 35,000,000/ sterling, — due, 
year by year, by the United States to foreign 
countnes, in excess of what the value of her ex- 
ported goods enables her to discharge The ques- 
tion arises how is this habilit)- to be met. How 
It has been met up to the present time I have no 
means of accurately determining, but one expedi- 
ent, we know, has been brought extensively mto 
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rcqouirion Dunng the penod since the war the 
sale of Amencan sccunncs m the markets of Great 
Brtum and the Continent has been large and in- 
creasing The United States has ceased, mdeed, 
to add to her pubhc debt, and has even made 
some progress m reducing it, but it is probable 
that the proportion of this debt m the hands of 
European holders has of late mereased, and it is 
certain that the amount of European capital which 
now finds its way to private investment m Amer- 
ica is immensely greater than it has ever been 
at any former period Here then is a resource, 
which, so far as it goes, and so long as it lasts, 
the United States may employ m hquidanon of 
her uncovered liabibncs, the sums payable by 
Europe in purchase of American secunnes being 
as much available m discharge of Amencan debts 
as if they were obtamed m payment of exports. 
Whether those sums have hitherto proved suf- 
ficient for the purpose required, must, for the 
moment, remain matter for conjecture, but it may 
be confidently asserted that, m any case, they 
can only he regarded as a temporary make-shift 
Ko nation can continue to pay its foreign debts 
by the ptocess of incutiing new debts to meet a 
balance yearly accruing against it, yet this, in 
truth, B the nature of the financial operation by 
which of late years the United States has con- 
trived to settle accounts with the rest of the world 
Even on the supposition that European investment 
IS to continue on its present scale, the mterest upon 
It would, as I have shoivn, come m time to ex- 
ceed the principal annually mvested, while the 
balance uncovered by exports would snll remain 
absolutely unprovided for These considerations 
lead me to the conclusion that the present con- 
dition of the external trade of the United States 
IS essentially abnormal and temporary. If that 
country is to continue to discharge her habihties 
to foreigners, the relation, which at present ob- 
tains between exports and imports in her external 
trade, must be mverted Her exports must once 
agam, as prenous to i860, be made to exceed her 
imports, and this by an amount greater than the 
excess of that former time in pioportion as her 
finanaal obliganons to foreign countnes have m 
the mtcrv'al increased. 

The conclusion just stated suggests a further 
reflection. A change m the relation of exports and 
imports m the trade of a country can only be 
effected through a change m rclativ c prices (meas- 
ured in gold or silver) as they exist in that country 
and m those with which it trades To establish, 
therefore, an excess of e,xports over imports m 
the trade of the United States, m lieu of the bal- 
ance the other way which now exists, prices there 
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must be lowered m relation to pnees in Europe. 
This may be accomplished partly by an advance 
m prices here not shared by the Umted States, 
as m fact has already happened m the case of some 
important commodities, but it is probable that 
the end will be reached mainly through a decline 
of prices on the other side. A considerable fall 
of general prices, however, is a remedy to which 
manufacturers and merchants will only submit 
when pushed to extremity It will, therefore, only 
come when credit has been strained to the utmost, 
and a catastrophe is seen to be inevitable, and 
then It will probably come with a crash. For these 
reasons 1 should be disposed to look forward to 
the immediate future of Amencan trade as a 
penod of much disturbance and fluctuation culmi- 
nating, it IS possible, from ame to time m com- 
mercial crises t 

Chapter IV Free-Trade aku Peotection 

Sec. 4. . This elementary truth is so far 
from being generally appreciated that I should 
not be surprised if us simple statement should ap- 
pear to some persons, and possibly even to some 
economists, as paradoxical 1 would ask such to 
consider what are the true causes of the high 
temuneration of Amencan mdustry It will sunriy 
be admitted that, m the last resort, these resolve 
themselves into the one great fact of its high 
productive power Capitalists and labourers re- 
ceive large remuneration m Amenca because their 
mdustry produces largely That b the simple and 
patent fact which all must acknowledge. But what 
IS the meaning of a highly productive mdustry, 
if It be not a liberal mdustnal return as compared 
with the sacrifice undergone? And what agam 
does this mean if not a low cost m relation to 
the thmg produced? I must, therefore, contend 
that the high scale of mdustnal remuneration m 
Amenca, instead of bemg evidence of a high cost 
of production m that country, is distinctly evi- 
dence of a low cost of production — of a low cost 
of production, that is to say, m the first place, of 
gold, and, m the next, of the commodities which 
mainly constitute the real wages of labour — a 
desenpnon which embraces at once the most im- 
portant raw niatenals of mdustry and the most im- 
portant articles of general consumption As re- 
gards commodities not mcluded in this desenp- 

‘As I write, the news of the commercial crisis m 
New York (19 Sept 1873) has reached me. From the 
accounts we have yet received it would seem to have 
had in immediate ongm m railway specnlaoon how 
far the collapse may be connected wnh the causes to 
which 1 have been calling attention the sequel will 
probably show 
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tion, the criterion of wages stands in no constant 
relation of any kind to llicir cost, and is, tliercfore, 
siinjily irrelevant to the point at issue. And now 
we may sec what tins claim for protection to 
American industry, founded on the high scale of 
American remuneration, really comes to: — it is a 
demand for sjieeial legislative aid in consideration 
of the possession of special industrial facilities — 
a complaint, m short, against the exceptional 
bounty of nature. 

Sec. 5. Perhaps I shall here be asked how, if the 
case be so, — if the high rate of industrial remuner- 
ation in America be only evidence of a low cost 
of production, — the fact is to be explained, since 
fact It undoubtedly is, that the people of the 
United States are unable to compete in neutral 
markets, in the sale of certain important wares, 
with England and other European countries No 
one will say that the people of New England, 
New York, and Pennsylvania are deficient in any 
industrial <]uahtics possessed by the workmen of 
any country in the world. How happens it then 
that, enjoying industrial advantages superior to 
other countries, they are yet unable to hold their 
own against them in the general markets of com- 
merce? 1 shall endeavour to meet this objection 
fairly, and, in the first place, let me state what my 
contention is with regard to cost of production in 
America. I do not contend that it is low in the 
case of all commodities capable of being produced 
in the country, but only m that of a large, very 
important, but still limited group. With regard to 
commodities lying outside this group, I hold tiiat 
the rate of wages is simply no evidence as to the 
cost of their production, one way or the other, 
liut, secondly, I beg the reader to consider what 
is meant bv the alleged ‘inability’ of New Eng- 
land and Pennsylvania to compete, let us say, 
witli Manchester and Sheffield in the manufacture 
of calico and cutlery What it means, and what it 
only can mean, is that they are unable to do so 
consistently with obtaining that rate of retiiiincra- 
tion on their industry which is current tn the 
United States. If only American labourers and 
capitalists would be content with the wages and 
profits current in Great Britain, there is nothing 
that I know of to prevent tliem from holding 
their own in any markets to which Manchester 
and Sheffield send their wares And this brings us 
to the heart of the question. Over a large portion 
of the great field of industry, the people of the 
United States enjoy, as compared with those of 
Europe, advantages of a very exceptional kind: 
over the rest the advantage is less decided, or they 
stand on a par with Europeans, or possibly they 
arc, in some instances, at a disadvantage. Engag- 


ing in the branches of industry’ in which their ad- 
vantage over Europe is great, they reap industrial 
returns proportionately great; and, so long as they 
confine themselves to these occupations, they can 
compete in neutral markets against all tlie world 
and still secure the high rewards accruing from 
their cxcejitionally’ rich resources. But the peo- 
ple of tile Union decline to confine themsches 
witliin these liberal bounds. ''Hiey would cover the 
whole domain of industrial activity', and think it 
hard that they should not reap the same rich 
harvests from every part of the field. They must 
descend into the arena with Sheffield and Man- 
chester, and yet secure the rewards of Chicago 
and St. Louis. They must employ European con- 
ditions of production, and obtain American re- 
sults. What IS this but to quarrel with the laws of 
nature? These laws have assigned to an extensive 
range of industries carried on in the Umted States 
a lugh scale of return, far in excess of what Europe 
can command, to a few others a return on a scale 
not exceeding the European proportion. Ameri- 
can enterprise would engage in all departments 
alike, and obtain upon all the high rewards which 
nature has assigned only to some. Here we find 
the real meaning of the ‘inability’ of Americans 
to compete witli the ‘pauper labour’ of Europe. 
They cannot do so, and at the same time secure 
the American rate of return on their xvork The 
inability no doubt exists, but it is one created, not 
by the drawbacks, but by the exceptional ad- 
vantages of their position. It is as if a skilled 
artisan should complain that he could not com- 

E cte with the hedger and ditcher. Let him only 
e content with the hedger and ditcher’s rate of 
pay, and there will be nothing to prevent him 
from entering the lists even against this rival. 

The end here proposed by American enterprise 
is, it must be owned, unattainable under free- 
trade; for free-trade is content to turn natural 
laxvs to the best account it docs not seek to 
transcend them. But, though unattainable under 
free trade, protectionists assure us that tlic thing 
may be done by means of their sy'stcm. It is only 
necessary’, say these authorities, to exclude for- 
eign competition by’ laying high import duties 
on the products in which American superiority 
over Europe is not assured, and the same high 
returns which attend on American mdustry in 
its most productive fields will — the laws of nature 
notwithstanding — be realized throughout its en- 
ure range. And this is, in fact, the undertaking in 
which those wlio guide tlic conmicrcial policy of 
the Umon have been engaged since 1861. Let us 
for a moment pause and consider how this bold 
attempt to override the laws of nature has fared. 
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Sec. 6. And here we ire confronted it once 
mth the difficult)' of interpreting in indostriil 
eitpcnmcnt. The system of American Protection, 
m its present exaggerated form, may be regarded 
as dating from i86i, when the Morrill tanff be- 
came law If all tlic other condiuons of the case 
had remained substantially the same smee that 
time, we might now, by a mere mspecuon of re- 
sults, pronounce without hesitation on the effect 
of the polic)' then inaugurated, but, instead of 
this, observe how the facts stand In the same year 
the great Civil War commenced, m the course of 
which the dcsmimon of human life and of wealth 
m every form probably exceeded anything which 
had before occurred withm the same time in the 
history of human affairs Tliis was soon followed 
by the ctcancn of an immense national debt, en- 
tailing a large permanent Increase of taxation, and 
by the issue of an mconvertible paper currency, 
circulating throughout the Umon, and affecting 
able prices and wages m every branch of trade. 
On the other hand, occurrences of a very differ- 
ent kind marked the course of the period under 
review Mineral resources were discovered which 
are now yielding vast wealth, and oil springs which 
have become the source of an entirely new and 
rapidly increasing trade Radway enterprise, 
again, during the same tune appears to have taken 
on a new acavity, whilst the progress of mvenoon 
m the mechanical arts has never for a moment 
flagged. In presence of mfluences so numerous, 
to novel, ana so vast, each affectmg industry in its 
own fashion so powerfully, who shall say what 
oroon of what we now find existmg can properly 
e attributed to any one of them? 

For my part, 1 have no hesitation in acceptmg 
upon this point what appears to be the nearly um- 
versai opmion of Americans, that,. the period of 
actual warfare once passed, the influences favour- 
ing industrial progress have, on the whole, largely 
preponderated over those tending to retard it, and 
that consequently, if there icere nothing else m the 
rrmter, «c should be justified m expectmg, at all 
cicnts since 1866, a more rapid expansion of 
Amencan commerce, and a more liberal return on 
Amencan mdustty', than prevailed m the period 
prenous to iSfii 

Well, how do the facts tally mth this reasonable 
expectation? I will allow' Mr Wells to ansxvcr this 
question In hit two Reports to Congress, and m 
hts Cobden Qub Essay, he has gone very fully and 
in great detail into the whole subject, and those 
who desire particulars must be referred to those 
writings. It suffices here to stare m summary the 
ttaults of his mvcstiganons; and these are to the 
effect, that, comparing the decade i8do-7o with 
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the previous decade, the commercial progress of 
the United States has, in the later period, suffered 
a senous check, that the commercial tonnage has 
during the same period positively declmed, that 
the busmess of snip-buildmg has undergone an 
almost complete collapse, that the rate of mcrease 
m the external trade which durmg the decade 
>850-60 had been represented by 81 per cent, on 
the trade of the precedmg decade, has fallen to 
one represented by 19 pet cent., and, lastly, and 
on this point I am content to rest the entire case, 
that — having regard, on the one hand, to the nomi- 
nal nse m wages reckoned m a depreciated cur- 
rency, and, on the other, to the nominal nse of 
prices measured m the same medium, — the real 
remuneration of the Umted States labourer m 
all the leading departments of industry has dur- 
ing the nine years endmg i868 positively fallen 
in a proportion not less than 10 per cent, on his 
revious earnings These are sin^ar results to 
ave accrued from a still unlimited command of 
nch viigin sod, from enlarged mineral resources, 
ever progressing mechami^ invention, and an 
industrial energy and enterprise which have cer- 
tainly suffered no abatement. To what cause are 
they to be ascribed, and more parOciilarly how are 
we to account for this lowered rate of renim 
upon Amencan industry? It is possible the ravages 
ot the war may not even yet have been wholly 
repaued, the gap made m the naaonal capital may 
not be even now quite filled up. The increased 
taxaaon certainly remains, and constitutes a de- 
duction, let us say of some s ot 6 per cent,, from 
American earnmgs The depreciated currency 
has, no doubt, caused much individual hardship, 
and mtroduced more or less derangement into 
commercial affairs But who will say that any of 
these occurrences, or all of them taken together, 
suffice to account for the facts which Mr Wells 
has brought to light— the slackened rate of prog- 
ress, the arrested commeraal growth, and, above 
all, the diminished reward for the workman? The 
problem, I must oxvn, is for me insoluble, unn! I 
take account of that one influence which, for 
the moment, I had put aside I turn to the Momll 
tanff, and to the aggravations of that code which 
have since been enacted I find there dunes 
amountm^, on an average, to 47 per cent, ad 
valorem, imposed on nearly all articles of any 
importance imported mto the United States, on 
such raw products as coal, nmber, iron, hides, and 
sugar, on such manufactures as clothing in every 
form, cottons, woollens, and es cry kind of textde 
fabric, on manufactured iron, — in a word, on 
nwrly all the raw materials of industry, and many 
of the most important articles of general con- 
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sumption. And with tlicsc facts before me, the 
slackened rate of progress, tlic arrested commer- 
cial growth, and the workman’s diminished re- 
ward become at onte intelligible, for these are 
the precise results winch such a system of pro- 
tection IS fitted to engender. Witli such a barrier 
as duties amounting to 47 per cent, ad valorem 
erected against foreign importation, what else 
could happen than a retardation of the growth of 
external trade? Wliile coal, timber, iron arc 
loaded with heavy duties, can ship-building be 
e.xpectcd to prosper? and, as with ship-building, 
so xvith some scores of other trades, tlic details of 
whose decline will be found m Mr. Wells’s reper- 
tory. But 1 prefer to rest the case upon the simple 
fact of the reduced real wages of the workmen; 
for here tlic symptom may be regarded as specific. 
As 1 liavc already had occasion to explain, the di- 
rect clTcct of a protective duty, when it is really 
operative, is to compel, on the part of tlie com- 
munity employing this expedient, a resort to more 
onerous conditions of production for the pro- 
tected article. Every article, therefore, produced 
in the United States, which would not have been 
produced there but for tlic protective tariff, rep- 


resents an expenditure of labour and capital 
greater than would have been necessary to ob- 
tain the same article, had it been obtained under 
free-trade In a word, American labour and cap- 
ital, as a whole, have, effort for effort and outlay 
for outlay, been producing smaller results since 
1861 than formerly; and, this being so, what other 
explanation do we need of the actual facts which 
we encounter — of diminished returns on Amer- 
ican industry, of a fall in the real wages of 
labour? . . , 

Protectionists then undertook to secure for the 
protected interests of their country as high in- 
dustrial rewards as arc reaped in the most flourish- 
ing branches of United States’ production — and. 
It may be allowed, they have succeeded in their 
venturous enterprise. But how? Simply by lower- 
ing universally the level of those rewards, by en- 
forcing, through the medium of anificially en- 
hanced prices, a huge deduction from the income 
of the community at large, and handing over the 
proceeds to the protected trades. Such is the upshot 
of this notable attempt to transcend physical laws, 
and to secure by legislation what nature has de- 
nied. . . . 


The Crises of mid i8'i$ 

From the commercial and financial chronicle 


Among the manv thousands of men of business, 
mechanics, manufacturers, skilled laborers, farm- 
ers, merchants and others, who carry on or direct 
the immense productive industry of this country 
in its many forms, and its trade, banking and other 
exchanges, how many have had in their own ex- 
perience any practical knowledge of the necessity 
of a sound, redeemable currency? . . . 

The man who is now 34 years old was only ii 
years old 13 years ago when the war caused the 
suspension of specie payments He knows so much 
of the uses and advantages of a redeemable cur- 
rency, as he may have learned in his youth, or by 
his reading, or by his good sense and reason. 
Nearly one half of all the men who direct and 
performed all the varied business transactions of 
this great country, have just that knowledge and 
no more of the reasons why our currency should 
be like that of the commercial world — “good as 
gold.’’ The man who is now 38 years old, was of 
21 years when the suspension of 1857 occurred, 
and may remember the circumstances of that 
sharp but short crisis, the resumption by all banks 
in the following spring (i8j8), and the three 
years of remarkable prosperity which intervened 
before the xvar began in 1861. Men xvho arc now 


45 years old and more, up to 55, can remember 
more or less of the financial and business history 
of the country' during the period after the resump- 
tion in 1842 down to 1857 — fifteen years of State 
bank currency, generally well secured and re- 
deemed — a specie paying period, marked by re- 
covery from the great prostration and distress that 
followed the general suspension of 1837, and by 
great increase in the wealth and population of the 
country. But he must now be about 60 years old, 
who was engaged in business prior to 1837, and 
has personal recollection of that eventful time. It 
is safe to say that no one who was a merchant, 
banker, manufacturer or manager of any con- 
siderable business in 1837, can now be found who 
IS not a constant and decided advocate of a specie- 
redeemable currency. . , . 

Let us recall briefly the leading events and inci- 
dents of “the great crisis of 1837” as it was termed 
for many years after. But first notice the prom- 
inent contrast between that period and the pres- 
ent. Then, the aggregate valuation of the real and 
personal estate in the United States and Terri- 
tories was only about onc-eighth its present 
amount, the population was about two-fifths its 
present number, therefore the wealth per capita 
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m 1873, uhen this crisis occurred, was three and 
one-fifth times as much as it was in 1837 Then, 
the greater part of the whole number of commer- 
cial debtors eventually became bankrupt, though 
comparatively few or them expected that result 
dunng the first year of suspension, now, the cases 
of actual insolvency among merchants and other 
active business men have been few, and to them 
number very few more need be added unless the 
measures to restore busmess activity be too long 
delayed, and the shrinking of values and non- 
employment of labor and capital be contmued 
unnl both courage and resources shall be ex- 
hausted TTicn, suspension of speae payments 
was comadent with, and a serious part of the 
crisis, this time, suspension of specie payments 
was caused by the war, was precautionary, de- 
liberate, and not because the banks were unable to 
redeem their issues. Dunng the war extraordinary 
condiaons grew up which, bemg contmued with 
increased force after the war ended, made m- 
entable, sooner or later, a cnsis such as we had, 
and hid from view (at least the popular mew) the 
irresistible progress to it. These are the great 
points of contrast or difference between the crisis 
of 1S37 and that of 1873 Following along the 
salient features of each period, especially those 
precedmg the catastrophes, we shall see the points 
of resemblance, and the reasons why the expen- 
ence m one case cames instruction for the 
other 

TTie leading events and circumstances of the 
last twelve years are known to all of ns, yet it is 
necessary to recall them, somewhat m their order 
of occurrence or sequence. During the war pri- 
vate debt, except for long time and upon mort- 
gage security, was in great part liquidated, and 
the cash system took the place m trade of the 
previous credit system The occurrence of war 
Itself suspended much business and many mdus- 
tnes for a time, releasing a large amount of free 
capital from its previous uses, and making money 
picnt)’ and cheap for lack of emplov-ment. It also 
destroyed the employment of many laborers This 
would have been a condition of stagnation, such 
as existed after the crisis in 1837, ana such as now 
exists m a small degree, had not the war another 
and unmcdiate effect. It called into the army and 
navj' a great number of the unemployed men, or 
other men whose places as workers had to be 
filled, and it called for loans to the pubhc treas- 
ut)’ of all the idle money This money, as fast as 
recened, was again disbursed among the people 
for ctpenscs of the war It soon called into activ-‘ 
m a great vanetj’ and amount of industrial labor 
for war purposes. As soon as the magmtude and 
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probable duration of the war came to be recog- 
nized, and the demand that would be made upon 
the financial strength and resources of the govern- 
ment, and especially when Congress deemed it 
ncccssaiy to make a forced loan of the people 
by the issue of legal tender notes, every respon- 
sible debtor preferred cash pajunent to holdmg 
the gradually depreciating currency Thus by the 
brief period of stagnation precedmg active war, 
and by the natural effect of the currency laws, 
private debt for ordmary busmess was virtually 
abolished The enormous cost of the war was paid 
by loans from the people m contmuous succes- 
sion. The money once borrowed was disbursed, 
agam borrowed and agam disbursed, and this 
round repeated to the end of the war Then a 
war debt remained of about $3,000,000,000 It 
will be evident to some thoughtful men that a 
volume of currency which was sufficient for all 
the busmess of the loyal States, and much busi- 
ness which had been done by its agency m the 
seceding States, when all, m its mulophed forms, 
was m the highest acovity before the war, and 
was m such excess of the use for it when the war 
had begun, would have been amply sufficient for 
the conduct of all the busmess durmg the war, 
mcludmg the extraordinary transactions of the 
government m its prosecution, if the currency 
could have been protected from deprecation. 
This is made clear when we remember that even 
the capital borrowed by the government was re- 
tummg to its lenders as fast as borrowed, and tliat 
m 1860-1, speae flowed freely to this country for 
the balances due us from abroad, after we had paid 
all our debts due abroad and had paid for all the 
secunoes which the approach of our war had 
caused foreign holders to send home for sale The 
further fact should be noted that though we were 
produem^ gold at a rapid rate yearly, our exports 
of gold did not become large m amount until by 
the depreciation of our currency, and consequent 
inflation of prices, excessive importaoons of for- 
eign goods were mvited — and further that our 
stock of gold which we held m 1860-1 did not 
leave the countrv until time enough had elapsed 
after the close of the war to show that there was 
no purpose of early return to speae payments. 

But, whether possible or not to have earned 
through the war without any senons inflation of 
the currency’, and the consequent and mevitablc 
deprecation, the experiment was not tried The 
legal tender currency was created, followed, 
near the close of the war, by the national bank 
currency The legal tender notes, the 7 30 notes, 
and the compound interest notes (all legal ten- 
ders) were issued as the increasing exigenaes of 
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the war and the strain upon the government credit 
demanded them, and the war was carried through 
successfully, in spite of them, or by means of 
them, as men may se\erally think. At the end of 
the war there was very little of private or com- 
mercial debt. The great nauonal debt was held by 
tlie banks and by the people. The effect of success 
was to cause a rapid advance m our national se- 
curities m the estimation of foreign capitahsts, 
and at the advanced but sull low values, com- 
pared with present prices, th^’ were transferred 
to Europe in large amounts Tne loanable capital 
of the national banks, thus set free, was at once 
invested in private loans and discounts, and that 
line, which, in 1865 was so small, went on increas- 
ing year after year until 1873, when its further 
expansion was stopped by the great panic (In 
December, 1865, only $498,843447, it rose to 
$940,233,304 in September, 1873 ) Private debts 
increased even faster outside the national banks, 
m every variety of form and among all classes of 
people for purposes of speculation. 

By the rise of prices and greater margins of 
profits m all branches of business during the war, 
great prosperity or what seemed to be such, pre- 
vailed everywhere m the loyal States. Great for- 
tunes had been made, and all but a few unfor- 
tunate annuitants whose income did not rise with 
the cost of living, had seemed to gam m wealth. 
If in 1865 an account had been taken of the enor- 
mous waste of material wealth — not counting tliat 
of human life, by the war — and a true balance had 
been struck between the wealth added and that 
lost or destroyed since 1861, valued accordmg to 
the scale of 1861, and all had been marked down 
to the values of that year, on which side, loss or 
gain, would the balance have stood? No such 
computation was made. It was taken for granted 
that the apparent gam was real, and to some ex- 
tent It was undoubtedly a gam in the possessions 
of the people, if the public debt then held by the 
people could properly be called the people’s 
wealth. They had loaned it to the nation, yet what 
the nation owed, the people owed. If then it had 
been wiped out, swept away with one stroke of 
a pen, tne people, as a nation, would have been 
neither nclicr nor poorer, save in the effects of 
doing such a wrong. That debt, constituting the 
wealth of individuals, but not wealth to .the na- 
tion, was m the nature of a mortgage upon the 
aggregate property of the whole people, and as 
such must be paid Its transfer to European cap- 
italists since that date, whether for railroad iron 
or silks, whether for reproductive power or lux- 
uncs that have perished, does not change its 
status. No clear and true view of the situation 


to-day can be taken that docs not first examine 
the true situation as it was at the end of war, when 
we started upon the wonderful career which 
ended m 1873, and unless we remember that a 
great part of the apparent gam durmg the war 
w'as only m the higher prices. We had “marked 
up our stock of goods” without materially increas- 
ing their quantity. In one respect, how'cver, a great 
gam had been made. The war had quickened 
into fullest life and activity all our productive 
forces, and thrown new' energj' mto everx' de- 
partment of business, under the spur of patriotism 
and under the snmulus of great profits It was an 
abnormal condition and dangerous, yet pleasing 
to the people, w'ho despised words of W'aming as 
the croakings of timid or obstructive men, and 
preferred the delusive assurance that all was go- 
ing safely and prosperously by the use of “the 
best currency the world ever saw'.” When the 
w'ar ended not one of the statesmen, and few of 
the politicians of the country, openly took ground 
against the promised and expected return to specie 
payments as soon as the demand debt of the Treas- 
ur)' could be retired. The few politicians W'ho 
dared hint at repudiation in any form w'ere re- 
buked by the popular voice All can now' sec that 
the ume to restore a sound currency was when the 
W’ar closed, w’hcn the people expressed it, when 
the banks expected it and held their specie reserves 
for It, and w’hcn tliere was no great “debtor in- 
terest” to suffer by it. That opportunity was lost 
because Congress did not recognize it and knew 
not the consequence of losing it. Besides the legal 
tender notes, a large amount of 730 and com- 
pound interest notes had to be paid off or funded. 
While that was in progress it became popular, in 
and out of Congress, to discourse of the benefits 
of the irredeemable currency w’hich “could not be 
drained aw'ay by export,” and of the “unparalleled 
prosperity” which it promoted. The policy of 
contracung the volume of “greenbacks,” inaug- 
urated under Air. McCulloch’s administration of 
the Treasur}', became odious, and w’hen contrac- 
tion had been indiscreetly pushed in the fall of 
1867 immediately following the withdraw’al of 
some 200 millions of other Treasury notes, Con- 
gress, on Februarj' 7, 1868, forbade its proceed- 
ing further. In Alarch, 1869, on the accession of 
a new administration. Congress renew'ed the 
pledge of earliest practicable return to specie cur- 
rency, and the President approved it. Yet from 
that day m 1868, when Congress forbade any fur- 
ther contraction of the legal tenders, down to the 
present year, Congress has taken not one step 
towards the fulfilment of the public pledge, bur, 
on the contrarj', it has voted down or buned in 
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committee every proposmon to that end made 
by the few earnest men who foresaw the ednung 
evD No other power but Congress could act m 
the matter, and Congress refusmg it, the coun- 
try was left to drift into the storm When in 1868 
the probabiht)’ that the irredeemable currency 
sj-stem would be continued mdefimtely or until 
interrupted by disaster, became certamt)’, the 
speculative and expansive forces which had grown 
up dnnng the war, and had smee acquired greater 
strength, found a new impulse and w ere no longer 
held in check by that dreaded word, contracaon. 
Old Imcs of mvestment were pushed further and 
new ones created, chiefly in the construction and 
purchase of railroads, and deahnm in their stocks 
and bonds. The free or loanable capital of the 
country became locked up As before stated pri- 
vate and corporate debt mcreased to a vast 
amount. The scale of prices, especially of every- 
thing requued for ordinary subsistence and con- 
sumption of the people, was m its average far 
abose the level mdicated by the gold premium, 
and the cost of our manufactures so high as to 
forbid their export abroad Speculation and specu- 
late e values ruled the day The currency, twice 
as large in amount as could be safely used m a 
prudent and profiuble conduct of all the teal 
business of the country, became scarce and much 
of it had disappeared, no one knew where In the 
summer of 1873 there came a pause — again the 
calm before the hurricane Men of large capital 
and men of small means, as well as men possessmg 
only credit, found they had over-invested As 
from a common feebng they tned to sell, but oth- 
ers would not buy Certain great banking houses 
m New York that had been carrymg gigantic rail- 
road and other schemes, with money belongmg 
to then- depositors, being called for deposits and 
unable to pay because they could not convert their 
sccuntics, were obliged to fail’ The storm had 
come, and in a few weeks the wheels of busmess 
were stopped The banks being already under sus- 
pension of payment it was supposed they could go 
no further down, but they were unable to pay 
depositors c\cn m depreciated currency, and im- 
provised a new method of payment by Clear- 
ing-house certificates Paralysis had come Yet this 
was only a currency panic and it soon passed by. 
In a few months business w as pursuing its usual 
course, but at loner prices ana mth great cau- 
tion, and loanable capital had become more 
abundant than for many years and for the tight 
sort of securities could be hired at borrowers’ 
rates. It was then hopefully said, business mil re- 
sume Its usual course in the spring But in the 
spnng it n-as found that the shops, furnaces, fac- 


tones and other industrial works which had been 
stopped by the panic did not start up agam, that 
many mote had been added to the large list of 
unemployed laborers, and then it was said, eveiy’- 
thmg wiB revive again in the fall The fall came, 
but with It no revival, on the contrary', more sus- 
pended works, more failed merchants, greatly re- 
duced profits, or none at all, more idle svho would 
be workers, and more hungry who would not lack 
bread if they' could get work. Then again, the 
spring was looked forward to with hope and ex- 
pectation, but now It has also passed, leaving us 
with hope unrealized, still looking mto the future 
In many departments of trade the dnlness of 
movement 15 almost stagnanon. Yet there is no 
lack of either capital or currency Capital is seek- 
ing hire at very low rates m all safe places, while 
the banks are burthened with cnrrency 
What IS the meaning of these strange and seem- 
mglv mconsistent condiuons, which were expected 
by' 6 ut few men and by the most of members of 
Congress even last wmter would have been 
deemed impossible? It is said that producaon — 
meaning the production of the iron and coal mmes, 
the forest, the factoncs, foundries and workshops 
— has become excessive, and is now beyond tlie 
demand for consumption Yet production in 
nearly all departments of mechanical industry is 
reduced, and is much less now than it was two 
years ago when there was no excess apparent. Ex- 
cess arises then only from reduced consumption, 
not at all from increase of production. The in- 
quuy suggested is, what has so suddenly and so 
severely reduced the consuming ability of our 
people? The pamc stopped work on many large 
undertakmgs, first on long hnes of railroads m 
construction or reconstruction, then on the rolling 
nulls, machine shops, foundries and other works, 
and then and successively smee, other mdustnes, 
the later ones caused by the earlier through loss 
of their employment or custom The stoppmg of 
work on railroad buildmg discharged many thou- 
sand laborers, and each succeeding suspension has 
added to the great army of the unemployed. 
These thousands were forced to reduce expendi- 
ture in every way possible and so their enforced 
economy' cut down the employment of yet other 
thousands, and the reduction is y’et progressmg. 
Abundant harsests throughout the world have 
given cheap bread, y'et many thousand families 
will be nearer to hunger than for many years, for 
lack of employment, and the circle of enforced 
idleness, disability and poverty, widens daily. 
From the works yet running we hear loo often 
that profits dimmish from month to month, or 
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have wholly disappeared. The hope of “better 
times soon" so cheerfully held by all a year ago, 
and by fewer, yet many, si\ montlis ago, is gradu- 
ally fading away as the “hope deferred ’’ Capital 
is ever timid, always seeking security first and 
profit as its second point, except where long im- 
munity from loss, and the htibit of getting exces- 
sive interest, as durmg the five years prior to the 
midsummer of 1873, had made caution to be for- 
gotten; but now Iiccding the old maxim that; “se- 
curity falls as interest rises,” it is thoroughly 
scared by tiic panic and its revelations, and seeks 
safety. No temptation of excessive interest can 
soon again lure it into great risks. The extreme 
of over-prudence now prevails, and die seven per 
cent of the young manufacturer or machinist who 
needs $15,000 to add to the $50,000 which lie owns, 
for the compleuon of his works, is refused, while 
the three per cent of the borrower on government 
bonds is gladly accepted. On the other liand, the 
young machinist • who has the $50,000, having 
looked over the business field and its prospects, 
has concluded that to make debt to enlarge his 

The New York Clearing 

The Committee Appointed by the New York 
Clearing House Association, “ 7 ’o carefully con- 
sider and report what Reforms are required m 
the practical operations of Banks with each other 
and with the public, to increase the security of 
their business," respectfully report — 

That, in order to reach the object sought by 
the resolution, it is necessar)’ briefly to review the 
condidon and practical working of the banking 
system in tiiis city before the commencement of 
the late panic. 

Banks arc the natural depositories of the cur- 
rent capital of the nation, passing into and out 
of active industry and commerce. The balances 
held by them are for the time specially reserved 
by their owners from permanent investment, and 
kept subject to immediate command Tiicy con- 
stitute a mam portion of the wealth of the com- 
munity which IS not yet ready to be consolidated 
into fixed capital or immovable forms. The cus- 
todians of sucli funds arc consequently bound 
by the verj’ nature of their trust, to preserx'c them 
in their integrity, and to apply them only in such 
ways as will prevent them from falling into in- 
activity, and, also, to hold such proportion in 
ready cash in hand, as long experience has proved 
to be neccssaty, to meet immediate demands in 
every' possible emergency. And it may be con- 
fidently affirmed that a bank, or banker, who 
faithfully meets all these obligations, renders a 


works now would endanger the loss of what he 
has and he decides not to borrow if he could Look 
over the jiricc lisT of railroad and other corpora- 
tion bonds and see how many that arc regularly 
paying seven or eight per cent yearly, and hate 
never defaulted, arc offered for sale at 65 to 75 
per cent, equal to an investment of ten to twelve 
per cent yearly, w-hile the market rate for loans 
on the preferred securities is one and a half to 
two per cent. 

Confidence has been terribly shaken. The feel- 
ing of to-day m respect of the present and the fu- 
ture is in violent contrast with the feeling eight- 
een months ago. The change m feeling is far 
greater than even the change in apparent facts, 
great as that is. There must be some sufficient 
cause for all this, and that cause is the depreciated 
and irredeemable character of our curraicy. Until 
that cause be removed and a sound true money 
currency be put in its place, or a law be enacted 
the sure effect of which will be to secure that re- 
sult, there can be no restoration of confi- 
dence. . . . 

House Association Repoit 

full equivalent for any benefits w’hich can be 
honorably derived from the custody of such a 
trust. 

No institution can, in the long run, purchase 
deposits of money payable on demand of the 
owners, and at the same time secure to itself a just 
and proper compensation for the business, with- 
out violating some of the conditions mdispcnsablc 
to the public safety. It must either use tlicm in 
ways that arc illcpitimate and perilous, or use 
them m excess. This has been abundantly proved 
by innumerable instances in years past, and the 
practice of paying interest for such deposits was 
unanimously condemned by the bank officers in 
1857, as one of the principal causes of the panic 
at that period . . . 

Tlic creation of many new institutions, since 
the late civil war began, which have considered 
It expedient to purchase public favor, and thus 
divert to themselves business from established 
channels, has revived the custom of paying inter- 
est upon deposits, and has also led some of the 
older banlcs, in self-defence, to yield more or less 
to the pressure in the same direction, while it has 
induced others to adopt newer methods of obtain- 
ing patronage equally pernicious. 

And thus a sharp and degrading competition 
has not only prevailed among banks in this city, 
but has been excited as a necessary consequence 
in other places, where the far rcachmg enterprise 
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of some of our associates has led them m pursuit 
of business, not only from institutions but from all 
classes of soaety Ilanks throughout the country 
have been aroused to enlist m the same destruc- 
tive practices toward each other, and in defence 
of their \anous localities A premium has been 
unnecessarily given for business which, left to 
Itself, would fall without cost mto its natural chan- 
nels, and adjust itself to such localmes as the con- 
venience of the people and the best interests of 
the country require 

Wthout such rivalry the resources of the na- 
tion would be so diffused among the banks as to 
give increased financial strength and stabihty to 
every part, and not only remove a great cause of 
imtation, but add to the comfort, efficiency and 
profit of all 

The evil results of paying mterest upon cur- 
rent deposits, avowed when the internal com- 
merce of the nation was conducted upon a speae 
basis, are greatly aggravated when it is earned on 
by an irredeemable currency, which has a fived 
and mvanable volume, and which flows to and 
from the commercial centre with the changes of 
the seasons. Such a currency is superabundant m 
summer, and instead of being then naturally ab- 
sorbed and dimmishod by redemption, it accu- 
mulates m banlcs, which cannot keep it idle with- 
out loss of the mterest paid to its owners Legiti- 
mate commerce docs not then demand it. It is 
still subject to instant cal! There is consequently 
no resource but to loan it in Wall Street upon 
stocks and bonds, m domg which so much of the 
nation's movable capital passes for the time mto 
fixed and immovable forms of mvestment, and 
Its essential character is instantly changed Loans 
are made with facfiiy upon securities which have 
no strictly commercial quahty, new and unneces- 
saiy enterprises are encouraged, wild speculations 
are stimulated, and the thoughtless and unwary 
are betrayed into nunous operations. The au- 
tumnal demand finds the resources of the nation 
unnaturallv diverted from them legitimate chan- 
nels, and tile) can onl) be turned back with diffi- 
culty and public embarrassment. Such has been 
our well known experience year after year In- 
terest upon money has, as a consequence, fluc- 
tuated indclv from three and four per cent pet 
annum in summer, to fifteen and twenty per cent 
in the fall and winter upon commercial paper, and 
upon stocks at times to one half and even one per 
«nt a day Vicissitudes like these ate utterly 
destninive to all leginmate commerce, and m- 
stitudons whose operations tend to such results 
arc enemies to the public welfare. 

Deposits which arc derived from strictly com- 
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mercial operations cannot fluctuate so widely, 
from time to time, as to produce disturbance in 
the communit)q and banks which confine their 
business to them, as they naturally arise, are al- 
w'ays reliable and regular in their treatment of 
their dealers, and can be conducted with ease and 
comfort to their managers and safety to the pub- 
hc. On the contrar)', deposits which ate pur- 
chased by payment of mterest, or otherwise, and 
which must, therefore, of necessity be largely 
loaned "on demand,” are the cause of conDnual 
agitation and sohatude to those who hold them 
in charge They are certain to be withdrawn at 
the season of the year, aniLat the moment most 
mconvement to the banks and to their deal- 
ers. 

When the late panic commenced, the snty 
banks composmg the New York aeanng House 
were mdebted for about two hundred milhonx of 
deposits. Of this amount three mstminons (pay- 
ing mterest to their country depositors) owed 
about fifty milhons, and mcludmg these, twelve 
banks of sunilar character owed about one hun- 
dred milhons, that is to say, twelve msntunons 
held one half of the aggregate deposits, and the 
other forty-eight, their associates, the other half 
The proportionate reserve of legal tender notes 
in the associated banks was also greatly in favor 
of the latter number, for the obvious reason, that 
banks which pay interest upon money can least 
bear to have any amount of it idle. The active 
demand first came, as it usually comes, for that 
portion of deposits doe to country banks, who, 
m addition to their annual necessities, had been 
disturbed by failures of several aty bankers, hold- 
ing large balances of money due to the mtenor 
These deposits were to a great extent loaned upon 
stocks and bonds in Wall Street, payable “on 
call,” with the confident belief that they were 
there cammg more than the mterest paid for se- 
cunng them, and were available as promised But, 
from the very nature of the case, the rapid with- 
drawal of deposits from the banks made the “call” 
from evert’ direcnon simultaneous, and closed 
every resource from which the “street” derived 
Its power to respond Borrowers upon stocks 
were depnved both of their facihoes of borrow- 
ing and of all power to sell their securities The 
necessary result occurred Banks which found 
themselves in this dilemma had no alternative but 
to ask the assistance of them associates, and the 
conflagratiQn was so rapid and violent that every 
considcranon of fraternal sympathy, self-preser- 
vation and public safety, compelled a general and 
earnest cooperation, and the majont)', who had 
for long years conducted their business upon 
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sound prmciples, and who had paDcndy submit- 
ted to the loss of valuable accounts, drawn from 
them by their associates, b)’ practices against 
wluch they had continually protested, instantly 
responded to the call by placing their resources 
at command of those who had done so much 
towards produemg the calamity' Making com- 
mon cause, the w'eak with the strong, to avert a 
umversal catastrophe. 

An expedient was found by which the stronger 
banks placed themselves under the unequal bur- 
then, and equalized the pressure, by gathering in 
their resources and placing them at the disposal 
of the weaker, W'ho were thus furnished w'ith 
means to meet the demands of their depositors 
and to save tliemselvcs from public exposure, and 
their dealers in cit\' and country' from disaster 
and ruin Meanwhile the public confidence in 
institutions had become so greatly impaired that 
the “legal tender reserve” was reduced from 
thirty-four millions, on the loth September, to 
five millions eight hundred thousand on the 14th 
October — an amount of ready' money never be- 
fore paid out in the same time. Interior banks, 
w'hosc ready means m hand had always been 
merely nominal, but w'hose resources consisted 
chiefly' of credits upon the books of interest pav- 
ing banks m the principal cities, were under the 
necessity of calling back their deposits in a 
medium never before required, and to these the 
associated banks were asked to respond, as well as 
to the demands of umid dealers at home. . . . 

With these general consideranons, your Com- 
mittee proceed to the more practietd questions 
submitted to them, viz. “What reforms are re- 
quired in the operations of banks with each other 
and the public to increase the security of their 
business;" and, first and most prominent, they 
recommend that the banks entirely discontinue 
the payment of interest upon deposits, whether 
directly or indirectly. 

The Reserve 

The requirement of a “legal reserve” is now 
cngaguig special public attention, and much im- 
auence is c,xpresscd at the law' w'hich compels 
anks to hold a definite ratio of legal tender notes 
to liabihties. The practical difficulty consists in 
attachmg a rigid and inflexible rule of law to a 
mobile fund, which is held for the purpose of 
meeting sudden contingencies, and xvhicli is, 
tlicrefore, in its very nature, a variable quanuty'. 
It is impossible clearly' to prescribe by' statute the 
circumstances or the exact periods during which 
the reserve should be mcreased or dimmished 
There seems an intrinsic absurdity m a law re- 


quiring that a “reserve” must be always kept, 
W'hich was created on purpose to be used, or that 
a bank officer w ho draws upon his rcscn-c, under 
circumstances for which it was intended, is false 
to the oath w'hich he takes to obey' the law'. But the 
fact that a military' commander cannot be defi- 
nitely' instructed when he may' employ' his resene 
force, is not regarded as a reason xvhy' that impor- 
tant portion of an army' organization should be 
abandoned, or be reduced in number or efficiency’. 
So long as Bank debts are subject to cash pay- 
ments, so long must the obligation be cither im- 
posed or assumed, of keeping sufficient cash in 
hand to pay' W'hatcvcr portion can possibly be 
presented. It must always be remembered that, 
in die absence of any important central institu- 
tion, such as exists in other commercial nadons, 
the associated banks are the last resort in this 
country', in times of financial extremity', and upon 
their stability and sound conduct the nauonal 
prosperity' greatly depends In claiming for them 
that, in taking faithful care of the active capital 
of the nation with which they are entrusted, they 
render a full and equitable compensation for its 
proper use, y’our Committee point to the conse- 
quent and paramount duty of the banks to hold 
such proportion of that fund in actual posses- 
sion m cash as the extremest needs may de- 
mand. 

It has been suggested that the federal principle 
which our associadon has apphed to banking, 
through the use of “loan ccruncatcs” in n\o im- 
portant crises, might be used cffccuvcly' m reg- 
ular busmess, by' keeping two separate accounts, 
VIZ. “Cash" and “Bank Credit" each payable in 
kind, to avoid a “run” upon Banks in dmes of 
panic; and much speculative study throughout the 
w'orld is given to the question how the idea of 
“clearmg,” as used through banks, may be in- 
definitely' extended to effect the smaller exchanges 
of the community’, so as to dispense in a great 
measure with large reserves of ready money'. But 
in the present condmon of economic science, and 
especially' in this important exigency, y'our Com- 
niittce recommend that we accept the teachings 
of practical ex'pcrience, and pursue the W'cll beaten 
track xvhich trade and commerce universally' rec- 
ognize 

Experience of older commercial nations has 
shown that the volume of “reserve” should be m 
the proportion of one fourth to one third the 
direct liabihdes of a bank, and xvhenever it is 
there found receding from this amount, restric- 
uve measures arc taken to replenish it. Our ow'n 
associadon in 1857 established a mmimum ratio of 
twenty' per cent, in com, which was for the dme 
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carefully observed, and again m iSSo increased 
this minimum to rucnty-five per cent The pres- 
ent abnormal condition of the cutrencj' increases 
the difficulty mherent m this subject. The law 
permits the reserve to consist of com and legal 
tender notes, and at the same time compels banVs 
to receive as money the notes of national banks, 
uhich m legal pajments are not money, so that, 
for pracacaf uses as “reserve," we are troubled by 
a species of money which is above, and by an- 
other which IS below, the standard quality And 
It affords a striking commentary upon our pres- 
ent anomalous condiaon, that the money of the 
world, which is now freely commg mto the coun- 
tty from legitimate commerce, cannot be ab- 
sorbed into our banking system, but is necessarily 
repelled as a cause of senous embarrassment. The 
opinion that has largely prevailed, that because 
the business of this country is now conducted 
upon a basis of irredeemable paper, that therefore 
there can be no suspension of {Myments, has been 
most effectually dispelled, and the contrary is 
established, that a currency, from its nature, 
limited m volume, is subject to sudden and speaal 
dangers, and therefore re(\uires special protection. 
Recent experience has shown how rapidly thirty- 
four millions may be withdrawn from our asso- 
ciated institutions, and, for practical uses, how 
inadequate is the reserve held by country Banks, 
That reserve, as fixed bv law, is fifteen per cent, 
of habiliaes, and three fifths of it may consist of 
deposits m Banks m the larger emes, who may 
subdmde it by placing one half tlieir own reserves 
in Banks m the City of New York, where agam it 
IS subject to a further reduction, from the fact 
that these last arc only required to hold twenty- 
five per cent of their own liabilities, of which 
these deposits form part The aggregate held by 
all the Nauonal Banks of the United States does 
not finally much exceed ten per cent of their 
direct liabilities, vnthout reference to the large 
amount of debt which is otherwise dependent 
upon the same reserves. When we consider that 
a portion of this final reserve may consist of com, 
which, under present circumstances, has no prac- 
tical power in an extremity, and a further fact 
that the interest paying Banks, which have al- 
wavs held the larger part of those rescrvxs, have 
been forced by their position continually to dis- 
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regard the law, it is manifest that the require- 
ment, in Its real operation, has not worked against 
the public welfare, or against the true mterests 
of the Banks themselves. 

The abandonment of the pracoce of paying 
interest upon deposits will remove a great mduce- 
ment to divide these reserves between cash m 
hand, and deposits m cities, and make the Banks 
throughout the country what thev should always 
be, financial outposts, to strengthen the general 
situation The Associated Banks of New York, 
the ultimate rcsouivc m financial emergenaes, 
are deprived by uspry laws, of the povver, vv'hich 
IS so effectively used by the principal Banks m 
Europe, of protecting or augmenting their re- 
sources by adjusting the rate of interest to the 
necessities of the occasion — a power which, if 
pracncable. Congress might saftdy confer upon 
the aeanng House Committee, m consultaaon 
with the Secretary of the Treasury, with great 
advantage to the country, as also the power of 
deciding when the time or the emergency has 
arisen m which the public interest reqnues a 
rclaxatinn of the Agio legal requirement m re- 

ect to the reserve to be held by Banks m New 

ork city. 

If the legal or financial necessity exists to main- 
tain a certam reserve, it is manifestly the duty of 
everv insotution to carry its just proportion, and 
no Bank, whether meorporated under National 
or State Law, can honorably evade its full share of 
this bnrthen. 

Your Committee therefore recommend that all 
the Associated Bavis, labile they strictly follow 
the requiTcmevts of the Natioitd Ctmency Act, 
by keeping on band, either m Com or Legal 
Tender Note:, an antount not less than twenty-five 
per cent, of tbeir total liabilities to the public, be 
required always to bold at fifteen least per cent 
m Legal Tender Notts, subject only to such modi- 
fications as the Qcarmg Hoose Committee may, 
from nme to time, unammously determine. 

A suggestion has been made, which your Com- 
mittee consider worthy of notice, because it has 
heretofore proved an important restriction to ex- 
cessive expansion, and because it may assist m 
preventing many of the evils referred to — that 
no mstmnion be allowed to loan more them twe 
and a half times ns Capital and Surplus . . . 



THE UNITED STATES AND 
THE WORLD 


JOSIAH STRONG 


W ITU THE END of thc depression of the seventies 
and the appearance of revival, Americans began 
to look out\\ ard once more. There appeared a 
kind of naive imperialism of which the most 
sentimental expression xvas to be found m a 
Congregational clergj'man’s book. This was 
Josiah Strong's (1847-1916) Otir Country, 
published in 1S85 and addressed to his fellow 
workers in home and foreign missions. 

This was a critical era in world histor)% 
Strong declared, and the Protestant churches 
were being called upon to evangelize die earth 
The United States was increasing in wealth 
and populauon; it was peopling the West at a 
tremendous rate and, as the area filled, its perils 
muluplied. Tlie West would be America one 
day; hence, all Americans must concern them- 
selves for Its moral future. Immigration had a 
deteriorating effect -on Western morals, for 
immigrants brought to the United States Ro- 
manism, Mormonism, illiteracy, and the Conu- 
nental Sabbath so dear to the liquor industr)'. 
Immigrants, uprooted themselves, were also 
bringing an additional element of instability to 
an unstable West — that is to say, socialism. 

Indications of decline might be seen every- 


where in the land. Popular morals, as measured 
by Sabbath obserx'ance, were degeneraung 
rapidly A heterogeneous people united only by 
the desire to make money could not hope to 
establish a solid social order without aid, yet 
these were thc people filhng the area west of 
the Mississippi. The West, “like a child subject 
to evil mfluences,’’ stood likely to fall into 
moral ruin. 

Nevertheless, despite all dangers to thc West, 
the Americans were a branch of thc “great 
Anglo-Saxon race.” That race had multiplied 
and had reached its peak of development m the 
United States. The American Anglo-Saxon 
was divmely commissioned to rule the xvorld. 
The divine command must be obeyed. The 
best means of fulfilling thc Lord’s command 
was through a greater awareness of responsi- 
bihty by those who had prospered. Men did 
not owe the Lord a tithe of their possessions, 
they owed Him all. Christians must realize that 
they are trustees of a property xvhich is God’s, 
not dieir own. 

The selection here reprinted is from thc 
onginal edition of Our Country (New York, 
1885). 


Our Coimtry 

BY JOSIAH STRONG 


Chapter XIII The Anglo-Saxon and the 
W^orld’s Future 

Every race which has deeply impressed itself on 
the human family has been the representative of 
some great idea — one or more — which has given 
direction to die nauon’s life and form to its civih- 
zation. Among the Egj’ptians this semmal idea was 


life, among the Persians it was liglit, among the 
Hebrew's it w’as puriy, among the Greeks it was 
beaut)', among the Romans it was law. The Anglo- 
Saxon is the representative of two great ideas, 
which arc closely related One of them is tliat of 
civil libeny Nearly all of the civil libert)' m the 
xvorld is enjoyed by Anglo-Saxons thc English, 
the British colonists, and thc people of thc United 
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Stares. To some, like the Svnss, it is permitted by 
the sufferance of their neighbors, others, like 
the French, have experimented uith it, but, m 
modem times, the peoples whose love of liberty 
lias won It, and w hose genius for self-got emment 
has preserved it, hate been Anglo-Saxons The 
noblest races have alvvajs been lovers of liberty 
That love ran strong in early German blood, and 
has profoundly influenced the insntutions of alt 
the branches of the great German family, hut it 
•was left for the Anglo-Saxon branch fully to rec- 
ognize the right of the individual to himself, and 
fotmally to declare it the foundation stone of gov- 
ernment. 

The other great idea of which the Anglo-Saxon 
IS the exponent is that of a pure spirittml Chris- 
tianity It was no accident that the great reforma- 
oon of the sixteenth century onginated among a 
Teutonic, rather than a Latin people It was the 
fire of liberty burning in the Saxon heart that 
flamed up against the absolutism of the Pope 
Speaking roughly, the peoples of Europe which 
are Celtic arc Catholic, and those which ate Teu- 
tonic ate Protestant, and where the Teutonic race 
was purest, there Protestantism spread •with the 
greatest rapidity . Protestanriro on the con- 
tment seems to be about as poor m spintual life 
and power as Catholiasm That means that most 
of the spintual Chnstiamty in the world is found 
among Anglo-Saxons and their converts, for this 
IS the great missionary race If we take all of the 
German missionary soaeties together, we find 
thar, in the number of workers and amount of 
contributions, they do not equal the smallest of 
the three great English missionary soaeues. The 
t ear that Congrcgationalists in the United States 
gave one dollar and thirty-seven cents per caput 
to foreign missions, the membets of the great 
German State Qiurch gave only three-quarters 
of a cent per caput to the same cause Evidently 
it 13 chiefly to the English and Amencan peoples 
that we must look for the evangclizanon of tlie 
world 

Tlicrc can be no reasonable doubt that North 
Amenca is to be the great home of the Anglo- 
Saxon, the prmcipal seat of his power, the center 
of his life and influence Not only does it consti- 
tute set en-elc\ enths of his possessions, but his em- 
pire is unset cred, while the remaimng four- 
clci enths arc fragmentarv and scattered over the 
earth Australia will have a great population, but 
Its disadvantages, as compared with North Amer- 
ica, are too manifest to need mention Our con- 
tinent has room and resources and climate, it lies 
in the pathway of the nations, it belongs to the 
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zone of power, and already, among Anglo-Saxons, 
do w c lead in population and wealth 
But we are to have not only the larger portion 
of the Anglo-Saxon race for generations to come, 
we may* reasonably expect to develop the highest 
type of Anglo-Saxon civflizaoon. If human prog- 
ress follows a law of development, if “Time’s 
noblest offspnng is the last,'’ our avilizaDon 
should be the noblest, for we are “The heirs of all 
the ages m the foremost files of tune,” and not 
only do we occupy the latitude of power, but oitr 
land ts the last to be occupied m that lautttde 
There is no other vmgm sofl in the North Tem- 
perate Zone. If the consummanon of human prog- 
ress IS not to be looked for here, if there is yet to 
flower a higher civilization, where is the soil that 
IS to produce it? Whipple says “There has never 
been a great migration that did not result in a new 
form of national genius” Our naaonal ^mus is 
Anglo-Saxon, but not English, its distmctive type 
IS the result of a finer nervous organizanon, which 
IS certainly bemg developed m tfus country . 

Mr. Darwin is not only disposed to sec, m the 
superior vigor of our people, an illustration of his 
favorite theory of natural selection, but even m- 
timates that the world’s history thus far has been 
simply preparatory for our future, and tnbutary 
to It. He savs "There is apparently much trutn 
in the belieJ that the wonnerful progress of the 
Umted States, as well as the character of the peo- 
ple, are the results of natural selection, for the 
more energetic, restless, and courageous men from 
all parts of Europe have emigrated dunng the last 
ten or twelve generations to that great country, 
and have there succeeded best. Looking at the dis- 
tant future, I do not think that the Rev. Mr 
Zincke takes an exaggerated view when he says 
‘All other senes of events — as that which resulted 
in the culture of mind m Greece, and that which 
resulted in the Bhnpire of Rome — only appear to 
have purpose and value when viewed m connec- 
tion with, or rather as subsidiary to, the great 
stream of Anglo-Saxon emigration to the West.’ ” 
There is abundant reason to beheve that the 
Anglo-Saxon race is to be, is, indeed, already be- 
coming, more effecave here than in the mother 
country The marked supenonty of this race is 
due, m large measure, to its highly nuxed ongm. 
Says Rawlinson “It is a general rule, now almost 
universally admitted by ethnologists, that the 
moed races of mankind are superior to the pure 
ones", and adds “Even the Jews, who are so often 
cited as an e-xample of a race at once pure and 
strong, may, with more reason, be adduced on the 
opposite side of the argument ” The anaent Egyp- 
tians, the Greeks, and the Romans, were all mixed 
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races. Among modern races, the most conspicu- 
ous evample is afforded by the Anglo-Saxons 
Mr. Green’s studies show that Mr Tennyson’s 
poede line, “Saxon and Norman and Dane are 
we,’’ must be supplemented with Celt and Gaul, 
Wdshman and Irishman, Frisian and Flamand, 
French Huguenot and Gennan Palaune. What 
took place a thousand years ago and more in Eng- 
land again transpires to-day m the Umted States. 
“History repeats itself”; but, as the wheels of his- 
torj' are the chariot wheels of the Alnughty, there 
is, with every revolution, an onward movement 
toward the goal of his eternal purposes. There is 
here a new commingling of races, and, while the 
largest injections of foreign blood are substanoally 
the same elements that constituted the onginal 
Anglo-Saxon admixture, so that we may infer the 
general type will be preserved, there are strains 
of other bloods being added, which, if Mr Emer- 
son’s remark is true, that “the best naaons are 
those most widely related,” may be e\-pected to 
improve the stock, and aid it to a higher desuny. 
If the dangers of immigration, which have been 
pointed our, can be successfully met for the next 
few years, until it has passed its climax, it may be 
expected to add value to the amalgam which xvill 
constitute the new Anglo-Saxon race of the New 
World. Concerning our future, Herbert Spencer 
says “One great result is, I think, tolerably clear 
From biological truths it is to be inferred that the 
eventual mixture of the allied varieties of the 
Ar}'an race, forming the population, will pro- 
duce a more powerful type of man than has 
hitherto existed, and a type of man more plastic, 
more adaptable, more capable of undergoing the 
modifications needful for complete social life. I 
thmk, whatever difiiculties they may have to sur- 
mount, and whatever tribulations they may have 
to pass tlirough, the Americans may reasonably 
look forward to a time when they will have pro- 
duced a civilization grander than any the world 
has known ” 

It may be easily shown, and is of no small sig- 
mficance, that the two great ideas of wliich the 
Anglo-Saxon is the exponent are having a fuller 
development in the United States than in Great 
Bntain. There the union of Church and State 
tends strongly to paralyze some of the members 
of the body of Christ. Here there is no such influ- 
ence to destroy spiritual life and power. Here, 
also, has been evolved the form of government 
coasistent with the largest possible civil liberty. 
Furthermore, it is significant that the marked 
characteristics of this race are being here em- 
phasized most. Among the most striking features 
of the Anglo-Saxon is his money-making power — 


a power of increasing importance in the widening 
commerce of the world’s future. We ha\ c seen, m 
a preceding chapter, that, although England is 
by far the richest nation of Europe, w e ha\ e al- 
ready outstripped her in the race after wealth, 
and we have only begun the development of our 
vast resources. 

Again, another marked characteristic of the 
Anglo-Saxon is what may be called an instinct or 
gemus for colonizing. His unequaled energ)’, his 
mdomitable perseverance, and his personal inde- 
pendence, made him a pioneer. He excels all others 
m pushing his w'ay into new countnes. It was 
those in whom this tendency was strongest that 
came to America, and this mherited tendency has 
been further developed by the wesnvard sweep 
of successive generauons across the conunent. So 
noticeable has this characteristic become that Eng- 
lish visitors remark it. Charles Dickens once said 
that the typical American would hesitate to enter 
heaven unless assured that he could go further 
west. 

Agam, nothing more manifestly distinguishes 
the Anglo-Saxon than his intense and persistent 
energy; and he is developing m the United States 
an energy which, in eager activity and effective- 
ness, IS peculiarly American. This is due partly to 
the fact that Americans are much better fed than 
Europeans, and partly to the undeveloped re- 
sources of a new' country, but more largely to our 
climate, which acts as a constant stimulus. Ten 
years after the landing of the Pilgrims, the Rev. 
Francis Higginson, a good obsen'er, wrote “A 
sup of New England air is better than a whole 
flagon of English ale.” Thus early had the stimu- 
lating effect of our climate been noted. Moreover, 
our social institutions are stimulatmg. In Europe 
the various ranks of society are, like the strata of 
tlie earth, fixed and fossilized. There can be no 
great change without a terrible upheaval, a social 
earthquake. Here society is like the waters of the 
sea, mobile, as General Garfield said, and so sig- 
nally Ulustrated in his own ex'perience, that which 
is at the bottom to-day may one day flash on the 
crest of the highest wave. Every' one is free to 
become whatever he can make of himself; free to 
transform himself from a rail-splitter or a tanner 
or a canal-boy, into the naaon’s President. Our 
aristocracy, unlike that of Europe, is open to all 
comers Wealth, posiuon, influence, are pnzes of- 
fered for energy', and every farmer’s boy', every 
apprentice and clerk, every friendless and pen- 
niless immigrant, is free to enter the lists. Thus 
many causes co-operate to produce here the most 
forceful and tremendous energy' in the w'orld. 

What is the significance of such facts’ These 
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rendcnacs infold the future, they are the mighty 
alphabet with which God writes his prophecies. 
Alay uc not, by a careful laying together of the 
letters, spell out something of his meaning? It 
seems to me that God, with mfinite wisdom and 
skill, IS training the Anglo-Saxon race for an hour 
sure to come in the world’s future. Heretofore 
there has alwav-s been in the history of the world 
a comparatirely unoccupied land westward, into 
which the crowded countries of the East have 
poured their surplus populations. But the widen- 
ing waves of migraaon, which millenniums ago 
roiled east and west from the valley of the Eu- 
phrates, meet to-day on our Pacific coast. There 
are no more new worlds. The unoccupied arable 
lands of the earth are limited, and will soon be 
taken The time is commg when the pressure of 
opulanon on the means of subsistence will be felt 
ere as It IS now felt in Europe and Asia Then will 
the svorld enter upon a new stage of its histoiy’ — 
the /Inal compettUon of races, for 'which the 
Anglo-Saxon is being schooled Long before the 
thousand millions are here, the mighty centrifugal 
tendency, mherent in this stock and strengthened 
in the United States, will assert itself Then this 
race of unequalcd energy, with all the ma|esty of 
numbers and the might of wealth behind it — the 
representative, let us hope, of the largest liberty, 
the purest Chnsaanity, the highest civilization — 
having developed peculiarly aggressive traits cal- 
culated to impress its msutunons upon mankmd, 
will spread itself over the earth If I read not 
amiss, this powerful race wdl move dowm upon 
Mexico, down upon Central and South America, 
out upon the islands of the sea, over upon Africa 
and beyond And can any one doubt that the re- 
sult of this compention of races will be the “sur- 
vival of the fittest"? “Any people," says Dr Bush- 
nell, “that is physiologically advanced m culture, 
though It be only m a degree beyond another 
w hicn IS mingled with it on strictly ecjual terms, is 
sure to live down and finally live out its inferior 
Nothing can save the inferior race but a ready and 
pliant assimilation Whether the feebler and more 
abject races are going to be regenerated and raised 
np, IS already v cry much of a question MTiat if it 
should be God's plan to people the world with 
better and finer material? Certam it is, whatever 
expectations vve mav indulge, that there is a tre- 
mendous overbearing surge of power m the Chris- 
tian nations, w hich, if the others arc not speedily 
rawed to some vastly higher capacity, will m- 
evitably submerge and bury them forever. These 
great populations of Christendom — w hat arc they 
doing, but throwing out their colomcs on every 
side, and populatmg themselves, if I ma) so speak. 
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into the possession of all countnes and dimes?” 
To this result no war of extermmation is needful, 
the contest is not one of arms, but of vitaUty and 
ofciviUzaaon “At the present day,” says Mr Dar- 
vyin, “anhzed nations arc cverj-where supplant- 
ing barbarous nations, excepung where the cli- 
mate opposes a deadly barner, and they succeed 
mainly, though not exdusively, through their arts, 
winch arc the products of the mtellect^” Thus 
the Finns were supplanted by the Aryan races 
m Europe and Asia, the Tartars by the Russians, 
and thus the abongines of Nonh Amenca, Aus- 
tralia and New Zemand are now disappearmg be- 
fore the all-conquenng Anglo-Saxons. It would 
seem as if these inferior tMcs were only pre- 
cursors of a supenor race, voices m the wddemess 
crying "Prepare ye the way of the Lord'” The 
savage is a hunter, by the incoming of civilization 
the game is dnven away and disappears before 
the hunter becomes a herder or an agncultutist 
The savage is ignorant of many diseases of avili- 
zation which, when he is exposed to them, attack 
him before he learns how to treat them Qviliza- 
tion also has its vices, of which the unnututed 
savage is innocent. He proves an apt learner of 
vice, but dull enough m the school of morals. 
Every civilization has its destructive and preserva- 
tive elements The Anglo-Saxon race would speed- 
ily decay but for the salt of ChnsQanity Bring 
savages into contact with our avilization, and its 
destructive forces become operative at once, while 
years ate necessary to render effective the saving 
influences of Qinstian instruction Moreover, the 
pioneer wave of our civilization carries with it 
more scum than salt. Where there is one mission- 
ary, there are hundreds of miners or traders or 
adventurers rea^ to debauch the native AVhether 
the extincQon of mfenor races before the advanc- 
ing Anglo-Saxon seems to the reader sad or other- 
wise, It certainly appears probable I know of 
nothing except cinnatic conditions to prevent this 
race from populating Africa as it has peopled 
North America. And those portions of Africa 
which are unfavorable to Anglo-Saxon life are 
le^s extensive than was once supposed The Dutch 
Boers, after two centunes of life there, are as 
hardy as any race on earth. The Anglo-Saxon has 
established himself in climates totally diverse — 
Canada, South Africa, and India — and, through 
several generations, has preserved his essential race 
characteristics. He is not, of course, superior to 
climatic mfluences, but, even in warm clunates, he 
IS likclj to retain his aggressive vigor long enough 
to supplant races already enfeebled Thus, m what 
Dr Bushnell calls “the out-populatmg power of 
the Christian stock,” may be found God’s final 
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and complete solution of the dark problem of 
hcatlicnisni among many inferior peoples. • . • _ 
Is there room for reasonable doubt that this 
race, unless det kalized by alcohol and tobacco, is 
destined to dispossess many weaker races, assmi- 
ilate others, and mold the remainder, until, in a 
very true and important sense, it has Anglo- 
Saxonized mankind^ Already “the English lan- 
guage, saturated w'itli Chrisuan ideas, gathering 
up into Itself the best thought of all the ages, is 
the great agent of Chnsuan civilization through- 
out the world, at this moment affecting the des- 
tinies and molding the character of half the human 
race." Jacob Grimm, the German philologist, said 
of this language: “It seems chosen, like its peo- 
ple, to rule in future times in a still greater degree 
m all the corners of the earth.” He predicted, 
indeed, that the language of Shakespeare would 
eventually become the language of mankind. Is 
not Tennyson’s noble prophecy to find its ful- 
fillment in Anglo-Sa.\ondom’s extendmg its do- 
mimon and mfiuence — 

“Till the war-drum throbs no longer, and the 
battle-flags arc furl’d 

In the Parliament of man, the Federanon of the 
world.” 

In my own mmd, there os no doubt that the 
Anglo-Sx\on is to e.\crcise die commandmg influ- 


ence in the world’s future; but the exact nature 
of that mflucnce is, as yet, undetermined. How- 
far his civihzaDon w ill be matcnalisdc and atheis- 
tic, and how- long it will take thorouglily to Chris- 
tianize and sweeten it, how- rapidly he will hasten 
die commg of the kingdom wherein dwcUetli 
righteousness, or how- many ages he may retard 
It, IS still uncertain; but n is voxv being svnftly 
determined. Let us weld together in a chain the 
various links of our logic which we have en- 
deavored to forge. Is It manifest that the Anglo- 
Saxon holds m his hands the destimes of mankind 
for ages to come’ Is it evident that the United 
States IS to be the home of this race, the principal 
seat of his pow-er, the great center of his influ- 
ence? Is It true that the great West is to dominate 
the nauon’s future? Has it been show-n that this 
generanon is to determine the character, and 
hence the desnny, of the W^est’ Then may God 
open the eves of this generation' When Napoleon 
drew up his troops before the Mamelukes, under 
the shadow- of the Pyramids, pomting to the latter, 
he said to his soldiers. “Remember that from 
yonder heights fort}- centuries look down upon 
you ” Men of this generanon, from the pyramid 
top of opportunit}' on w-hich God has set us, we 
look dow-n on fortx- centuries' We stretch our 
hand into the future with power to mold the 
desnmes of unborn milhons. . . . 


JAMES G. BLAINE 


There were some among the Reverend Josiah 
Strong’s generation w-ho w-cre more realistic 
than he. They saw- America’s opportunities 
outside of the continental United States, but 
they understood that these aims had to be 
prosecuted in a spirit of friendhness and co- 
operation. Particularly was 'this true of our 
relations with the Latin American republics. 
James G. Blame (1830-1893), the “Alan from 
Maine,” first as Secretar}-- of State in the Gar- 
field Administration (1881) and later as Benja- 
min Harrison’s Secretar)- (1889-1892), w-as the 
first American statesman to seek to link to- 
gether the countries of the Western Hemis- 
phere m close political and economic ties The 
“Good Neighbor Policy” had its ongins in 
Blame’s concepuon, a half-centui)- earlier. 

Blaine was dissatisfied with the purely nega- 
tive features of the Monroe Doctrine, to him 


the function of the United States was greater 
than that of guarantor of the territorial m- 
tegrit)- of the countries of the Western Hemi- 
sphere agamst European aggression. He 
dreamed of umtmg the peoples of the two 
continents into a loosely defined union m 
w'hich the United States would play the role 
of elder sister. Peace would be mamtained 
through the continuous exercise of the good 
offices of the United States, there w-ould be 
regular formal conferences for the purpose of 
planmng policies of mutual advantage; trade 
would be facilitated through treaties of rec- 
iprocity. 

During his first brief Secretaryship, Blame, 
as tokens of his good-will, moved energetically 
to presen-e the peace m Central and South 
America. He also laid plans for the meeung of 
a Pan-American Conference in Washington. 
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The Department of State v’as in receipt of a and reciprocity treaties— was not realizeOut 
number of acceptances to his invitaaons when one sohd achievement was underwntten. There 
President Arthur, Garfield’s successor, ordered was established at Washington a bureau of in- 
theu canccllauon formation of the International Umon of Amer- 

In 1889, however, \nth Blame again Secre- ican Repubhcs, which subsequently came to 
tary of State, the first Intemanonal American be known as the Pan-Amencan Umon. Later 
Conference was held Blame’s opening and conferences finally led to the massive achieve- 
closmg addresses before the Conference are ments of the nmetecn thirties and forties 
xcpmted here. Blame’s ambitious program for Blaine’s addresses are repnnted from con- 
the Conference— the drawing up of arbitrauon temporary neii-spapers 

Two Addresses to The Inteniattonal Aviericm 
Cojtference 


BY JAMES 

I Address of Welcome 

GrariLEMEN of the Intemanonal American Con- 
ference Speaking for the Government of the 
United States, I bid you welcome to this capital 
Spcakinc for the people of the Umted States, 1 bid 
you welrome to every sccOod and to every State 
of the Umon You come m response to an mvi- 
lanon extended by the President on the special 
authoriiacioa of Congress Your presence here is 
no ordinary event. It signifies much to the peo- 
ple of all Amenta to-day It may signify far more 
in the days to come. No conference of naoons 
has ever assembled to consider the welfare of 
temtonal possessions so vast and to contemplate 
the possibilities of a future so great and so m- 
spmng. Those now sitting within these walls are 
empowered to speak for nations whose borders 
arc on both the great oceans, whose northern 
limits arc touched by the Arctic waters for a thou- 
sand miles beyond the Straits of Bchnng and 
whose southern extension famishes human habita- 
tions farther below the equator than is elsewhere 
possible on the globe 

The aggregate tcmtorul extent of the nations 
here represented falls but little short of 11.000,000 
of square miles — mote than three runes the area 
of all Europe, and but little less than one-fourth 
part of the globe, while in respect to the power 
of producing the articles which are essennal to 
human life and those w hich mmistcr to life’s lux- 
ury, they constitute even a larger proportion of 
the entire world These great possessions to-day 
haic an aggregate population approaching lao,- 
000,000. but if peopled as densely as the average 
of Europe, the total number would exceed 1,000,- 
000x100 WTiilc considerations of this character 
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must inspire Araencans, both South and North, 
with the hvehest anocipaDons of fumre grandeur 
and power, they must also impress them -with a 
sense of the gravest responsibility touching the 
character and development of their respecDve na- 
oonalmes 

The Delegates I am addressing can do much to 
establish permanent relaaons of confidence, re- 
spect, ana friendship between the nations which 
they represent They can show to the world an 
honorable, peaceful conference of eighteen in- 
dependent American Powers, in which all shall 
meet together on terms of absolute equality, a 
conference in which there can be no attempt to 
coerce a smgle Delegate against his own concep- 
oon of the mtercsts of his nation, a conference 
which will permit no secret understandmg on 
any subject, nut will frankly publish to the world 
all Its conclusions, a conference which will toler- 
ate no spine of conquest, but will aim to cultivate 
an Amencan sympathy as broad as both con- 
tinents, a conference which will form no selfish 
aUiance apinst the older nations from which we 
are proud to claim inheritance — a conference, in 
fine, which will seek nothmg, propose nothmg, 
endure nothing that is nor, m the general sense of 
all the Delegates, timely and wise and peaceful 

And yet we can not be expected to forget that 
our common fate has made us inhabitants of the 
two continents which, at the close of four cen- 
turies, arc still regarded beyond the seas as the 
New World Like simanons beget hke sympathies 
and impose like dunes. V\te meet in firm belief that 
the nations of Amenca ought to be and can be 
more helpful, each to the other, than they now 
are, and that each will find advantage and profit 
from an enlarged intercourse with the others. 
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We believe that we should be drawn together 
more closely by the highways of the sea, and that 
at no distant day the railway systems of the north 
and south will meet upon the isthmus and con- 
nect by land routes the political and commercial 
capitals of all America. 

vVe believe that hearty co-operation, based on 
hearty confidence, will save all American States 
from the burdens and evils which have long and 
cruelly afflicted the older nanons of the world. 

We believe that a spirit of justice, of common 
and equal interest betw-een the American States, 
will leave no room for an artificial balance of 
power like unto that which has led to wars abroad 
and drenched Europe in blood. 

We believe that friendship, avowed with can- 
dor and maintained with good faith, will remove 
from American States the necessitj' of guarding 
boundary lines between themselves with fortifica- 
tions and mihtary force. 

We believe that standing armies, beyond those 
which are needful for public order and the safety 
of internal administration, should be unknown on 
both American continents 

We believe that friendship and not force, the 
spirit of just law and not the violence of the mob, 
snould be the recognized rule of admimstraaon 
between American nations and m American na- 
uons. 

To these subjects, and those which are cognate 
thereto, the attention of tliis Conference is ear- 
nestly and cordially mvited by the Government 
of the Umted States. It will be a great gam when 
we shall acquure that common confidence on 
which all international friendship must rest. It w'lll 
be a greater gam when we shall be able to draw 
the people of all American nauons into close ac- 
quaintance with each other, an end to be facili- 
tated by more frequent and more rapid intercom- 
munication. It will be the greatest gain when the 
personal and commeraal relations of the Amer- 
ican States, south and north, shall be so developed 
and so regulated that each shall acquire the high- 
est possible advantage from die enlightened and 
enlarged mtercourse of all. 

2. Farewell Address 

Gentlemen I withhold for a moment the word 
of final adjournment, m order that I may express 
to you the profound satisfaction with which the 
Government of the United States regards the 
work that has been accomplished bp the Interna- 
tional American Conference. The importance of 
the subjects which have claimed your attention. 


die comprehensive mtelligence and watchful pa- 
triotism which you have brought to their dis- 
cussion, must challenge the confidence and secure 
the admirarion of the Governments and peoples 
whom you represent, while that larger patriotism 
which consututes the fratermty of nations has re- 
ceived from you an impulse such as the world has 
not before seen. 

The e.\tent and value of all that has been worth- 
ily achieved by your Conference can not be meas- 
ured to-day. We stand too near it. Tune will de- 
fine and heighten the estunate of your work, 
experience will confirm our present faith, final 
rc^ts vv'iU be your v’mdicaaon and your triumph. 

If, in this closing hour, the Conference had but 
one deed to celebrate, vv'e should dare call the 
world’s attennon to the deliberate, confident, 
solemn dedication of two great continents to 
peace, and to the prosperit)' which has peace for 
its foundation. We hold up this new Magna 
Charta, which abolishes war and substitutes arbi- 
traDon betvv'een the American Republics, as the 
first and great fruit of die Intemanonal Amer- 
ican Conference. That noblest of Americans, the 
aged poet and philanthropist, Whittier, is the first 
to send his salutauon and his benediction, declar- 
ing, 

“If in the spirit of peace the American Confer- 
ence agrees upon a rule of arbitration which shall 
make war in this hemisphere well-nigh unpos- 
sible, its sessions will prove one of the most im- 
portant events m the historj' of the world.” 

I am instructed by the President to express the 
wish that before the members of the Conference 
shall leave for their distant homes, they will ac- 
cept the hospitality of the United States in a visit 
to the Southern section of the Union, similar to 
the one they have already made to the Eastern 
and Western sections. The President trusts that 
the tour will not only be a pleasant inadent of 
your farewell to the countr)', but tliat you will 
find advantage in a visit to so interesting and im- 
portant a part of our Republic. 

May 1 express to you, gentlemen, my deep ap- 
preciation of the honor you did me in calling me 
to preside over your deliberations Your kindness 
has been unceasmg, and for your formal words of 
approval I offer you my sinccrest gratitude. 

invoking the blessing of Alnughty God upon 
the patriotic and fraternal work xv’hich has been 
here begun for the good of mankind, I now de- 
clare the American International Conference ad- 
journed without day. 



Part Eight 

UNREST AND EXPANSION 
IN THE NINETIES 



INTRODUCTION 


/. THE FIRST STEPS TOWARD 
GOVERNMENT INTERVENTION 


The American government could not long 
occupy that happy state where no obhgations 
for the welfare and prosperity of its people, 
other than the maintenance of cml order, had 
to be assumed True, by its public land, rail- 
road, tanff, and monetary and fiscal pobcies. 
It had intervened to further the fortunes of 
the young industrial capitalism Once having 
done that, however, it withdrew, under the 
assumption that the orderly operations of 
business and the marhec place would resolve 
all perplexities Such was not to be the case, 
however, and before long pressures were to 
appear that were to demand intervention on 
behalf of the less favored m the economic 
round In this direction, Amcncan policy dc- 
t eloped slowly and hesitantly, indeed, a long 
penod of time was to elapse before even those 
regulatory acts to curb abuses and unfair prac- 
tices were energetically enforced And it was 
not until the Democracy once more returned 
to power, with the elecaon of Woodrow Wil- 
son in 1913, that a clearly thought-out pro- 
gram of state intervcntiomsm in the interests 
of small mdustnal producers, farmers, work- 
ers, and the consuming public generally was 
launched As a result of the involvement of 
the United States in World War I, this pro- 
gram was net cr completed, it may be said that 
the Neiv Deal, under Franhlm D. Roosevelt, 
m considerable measure, took up the unfin- 
ished tasks left by Woodrow Wilson With 
the completion of the decade of the 1930s, 
the United States had undergone anoAer 
- reiolution. Then, full intervention had been 
established as the basis of public policy, and 
America began to live in the epoch of state 
capitalism 

Rtgithtion of the Railroads. The first step 


m the direcaon of federal intervention came 
m the field of railroadmg Abuses associated 
with the railroad mdustry had become op- 
pressne dunng the seventies and the eighties 
Not only had the secuntics of the railroads 
been flagrantly mampulated by promoters 
with the resulting spoliation of investors, not 
only had management disregarded the comfort 
and safety of the travehng pubhc, but the 
discriminatory tactics employed as regards 
small shippers and fanners had been notonous 
The payment of rebates to great busmess 
groups in a position to demand them, higher 
rates for shon hauls than for long ones, fre- 
quent rate wars which were followed by pools 
to end competition completely — these were 
the outstanding malpractices that caused a 
widespread discontent. Agrarian groups m 
Western legislatures had sought to come to 
gnps wuth these evils by the passage of the 
so-called Granger laws. These had been really 
ineffective, and they were rendered entirely 
nugatory by the Supreme Court decision of 
188S m the Wabash case. Now the clamor 
against the railroads could not be stilled, and a 
reluctant Congress w'as compelled to take ac- 
tion 

Efforts repeatedly had been made dunng the 
seventies to pass railroad legislauon through 
Congress A bill had been introduced in 1874, 
had passed the House, but failed in the Senate 
The same had been the fate of another bill 
presented in 1S78 Finallv m 1885, a resolution 
was earned calling for a Senate committee of 
mvesagation 

The inquiry' conducted by this committee 
proved conclusively all the claims of those 
who were demanding railroad legislation The 
committee, after listening to businessmen and 
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farmers all over the country, was compelled 
to declare “It is the deliberate judgment of 
the committee that upon no public question 
arc the people so nearly unanimous as upon the 
proposition that Congress should undertake 
in some way the regulation of interstate com- 
merce.” 

Congress debated railroad legislation for a 
whole year before it finally wrote the Inter- 
state Commerce Act of 1887. Based upon Eng- 
lish legislative and regulatory experience, the 
law provided that all charges made by railway 
carriers should be “reasonable and just”; tliat 
special rates, rebates, and drawbaclcs were il- 
legal, and that discrimination between persons, 
places, and commodities was to be proceeded 
against. No carrier was to charge more for 
transportation for a short haul than for a long 
haul when the conditions were substantially 
the same Railway pools were outlawed. And 
railroad companies were to file schedules of 
rates and to give ten days’ notice of changes in 
rates. To enforce these provisions, an Inter- 
state Commerce Commission was to be set up 
and was to be given the power of investigating 
the management of interstate carriers and of 
making reports upon findings of fact. From 
there on, the regular judicial machinery of the 
country was to be invoked to compel enforce- 
ment of the rulings of the commission. 

President Cleveland established the Inter- 
state Commerce Commission and for a short 
time the law and the regulations growing out 
of it were observed Railroads reduced local 
rates, simplified schedules, and announced 
the disbanding of pools. But by 1890 opposi- 
tion to the commission xvas out in the open; 
and indeed, before the decade was over, the 
federal courts had succeeded in tying its hands 
so effectively that it became little more than 
an agency for the collection of statistics. 

Witnesses were recalcitrant, the railroads 
denied that the commission had judicial pow- 
ers; long periods elapsed between the drawing 
up of regulations and their final enforcement; 
and the traveling and shipping public lost 
heart when, during the years 1887 to 1905, 


out of sixteen decisions appealed from the 
commission, the Supreme Court found for 
the railroads in the case of fifteen. 

In 1897, the powers of the commission were 
virtually emasculated when the Supreme Court 
ruled, in the Maximum Freight Rate case, that 
the commission had no authority' to set a 
mavimum rate. The commission had never 
claimed the rate-making power; it had, how- 
ever, again and again declared tliat it might 
prescribe a modification of rates if discrimina- 
tion had been established. This the Court 
denied. The Court indicated that the com- 
mission’s functions consisted merely of the 
following: It had the duty of collecting rail- 
road statistics; it had the right to demand the 
publication of rates by the companies; it could 
make sure that the carriers did not indulge in 
rebating and did not discriminate between 
short hauls and long hauls. It was not until 
1906, as a result of the passage of the Hepburn 
Act, that Congress finally gave the commission 
the right to reduce rates when complaints had 
shown tliem to be unreasonable or discrimi- 
natory, and It was not until 1913 that Congress 
permitted the Interstate Commerce Commis- 
sion to make a fiscal valuation of railroad 
properties as the first step toward arriving at 
a scientific basis of rate making. Inten'cntion 
had got off to a slow start; but a precedent 
had been created 

Monopoly Efforts. In 1890, Congress took 
a second step in the direction of the regulation 
of business when it passed the Sherman Anti- 
Trust Law. Business was supposed to function 
according to the classic precepts of the eco- 
nomic textbooks. A free market, in which 
buyers and sellers met on an equal footing and 
had full information, presumably fi.ved prices 
and determined the quantities of goods that 
could be absorbed. Inefficiency of manage- 
ment suffered a just fate through bankruptcy. 
Free compedtion permitted only the compe- 
tent to survive and resulted in constantly 
lowering costs schedules; and consumers bene- 
fited through declining prices. 

We have seen how, in very real measure. 
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these law’s of the market place actually func- 
tioned Efficiencies improved, prices declined, 
and great quantities of producer and consumer 
goods were made available to the American 
people Despite tanffs, rebates, and pools, 
monopoly practices u ere less characteristic of 
Amencan industnal capitalism, dunng the first 
generation of its growth, than W'as true of the 
English and German counterparts This does 
not mean, however, that there did not appear 
from time to time attempts to hmit competi- 
tion 

During the sixties and sevenues, occasional 
pools had been formed by which combina- 
tions of producers m the same mdustry had 
sought to fix pnees, limit producoon, and 
allocate markets But these were illegal devices 
under the common law and could not be en- 
forced in the courts The fact is, pooling agree- 
ments were quickly violated by the members 
themselves, who often entered upon such ar- 
rangements only for the purpose of learning 
the trade secrets and policies of competitors. 

But a more determined effort — this time 
parnapated in by important groups of indus- 
tries — appeared in 1879 when the “trust” was 
created The first such agenc}’ was the Stand- 
ard Oil Trust, and through it some forty 
companies combined to control 90 percent of 
the oil refining business and 90 percent of the 
pipe lines of the country The Standard Oil 
Trust, as revised m 1881, was ruled over by 
nine individuals among whom the outstandmg 
figure was John D Rockefeller Put simply, 
the trust worked this way The parncipants 
in It did not surrender their corporate iden- 
tities or merge their assets. They created a 
small board of trustees to whom were assigned 
the stocks of the cooperatmg members, and 
against these were issued trust certificates 
These could be traded in, and of course profits 
from )omt operations were dis idcd among the 
holders. 

Between 1879 and 1896, about a dozen such 
trusts made their appearance, the most im- 
portant being found m oil refining, cottonseed 
oik w’hiskj’ dutillmg, and sugar refining Bc- 
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cause trust agreements were matters of record, 
the trust could be prosecuted under the com- 
mon law' Louisiana msatuted such a proceed- 
ing against the cottonseed od trust m 1887, 
New York moved to dissolve the sugar trust 
m 1889, and Ohio launched a similar attack on 
the Standard Od Trust m 1890 Such state 
prosecutions were successful and trusts were 
ordered dissolved 

Beginning with 1897, findmg a W'clcome 
recepnon in the state of New Jersey (w’hich 
pass^ permissive legislation), holding com- 
pames and mergers replaced the trusts. The 
holdmg compames either bought outright all 
the separate organizations they were combin- 
ing, or acquired control of each unit through 
purchase of a majority of the stock, for man- 
agement purposes, however, corporate iden- 
naes were preserved Mergers threw all re- 
sources and capital together and started out 
afresh as new corporaaons This third effort 
to establish monopoly controls lasted for about 
seven years Among its most significant fruits 
were the Standard Od Company of New 
Jersey, the Umted States Steel Corporation, 
International Harvester Company, and the 
Amencan Sugar Refining Company (In the 
next section their practices and history will 
be examined in greater detad ) 

Despite these attempts, it is doubtful 
whether the free market was senously inter- 
fered with before 1897 But after 1897, another 
tale was to be told From then on, prices were 
managed — this was true notably of heavy 
industry where the holding companies and 
mergers appeared m such great numbers, and 
real svages made no gams It may be said, 
therefore, that the era of a freely functiomng 
compeunve economy — certainly as far as 
heavy industry was concerned — really did not 
continue for much more than a generabon 
With the retirement from acavc management 
of the original company of mdustnal inno- 
vators— Andrew Canicgie, John D Rocke- 
feller, Cyrus H McCormick— an epoch ended. 

The Sherman Anti-Trust Law. Because of 
the popular outcry against monopoly, federal 
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intcn'cnrion again was neccss3^)^ The Slier- 
man Anu-Trusc Law was passed in 1890 This 
declared tliat cver\^ “combination in the form 
of trust or otherwise, or conspiracy, in re- 
straint of trade” was illegal All persons so 
combining or conspiring were guiltj"^ of mis- 
demeanors and w'erc pum'shable by fine or 
imprisonment. The federal circuit courts w-ere 
invested with jurisdiction-, and the federal 
attorneys w-ere empowered to begin proceed- 
ings in equity to check violations At the same 
ume, a person injured by a combinaaon in 
restraint of trade might sue in the federal 
courts for tliree times the damage sustained 
by him. 

Having committed its good intentions to 
the statute books. Congress, and those who 
had supported it, could only hope that the 
federal Depanment of Justice and the federal 
courts w'ould proceed to enforce the law 
vigorously. They w'ere doomed to disappoint- 
ment. In the first eleven years that the act w'as 
on the statute books, that is to say, dunng the 
Harrison, Qeveland, and McKinley adminis- 
trations, a total of forty cases was passed on 
by the federal courts Of these, only eighteen 
were brought by federal attorneys, and only 
ten of them were successful. The character of 
the respondents indicates the failure of the 
Sherman Anti-Trust Law- Against combina- 
tions in sugar refining, w'hisk)’’ disulling, and 
the manufacture of cash registers, the Depart- 
ment of Justice failed; but against three local 


associations of coal operators, two railroad 
associations, one cast-iron pipe pool, and four 
labor unions, the government’s attorneys ob- 
tained favorable decisions. 

The Supreme Court, w'hose grow-inglv con- 
seiwative temper, particularly in its interpre- 
tation of the Fourteenth Amendment, has al- 
ready been alluded to, became now the center 
of bitter attack Its popularity w-as not in- 
creased — rather, the reverse — when in 1895 
It handed down three decisions. One of dicse, 
in the E. C. Knight case, found that the sugar 
trust, tvhile it did control 95 percent of the 
produenon of refined sugar in the country, 
W'as not a combination in restraint of trade. 
Another declared that Eugene V. Debs, the 
secretary' of the Amencan Raihvay Union, 
could be sent to jail for violation of an injunc- 
aon. And the third held the income tax 
provision of the 1894 tariff act unconstim- 
uonal. 

Thus small producers, farmers, and organ- 
ized labor were antagonized. These rebuffs at 
the hands of a conservauve judiciaty; the in- 
capacity or unwilhngness of Cleveland’s ad- 
mimstration to proceed w'ith greater energ)' 
against the great mdustrial combinations, the 
continuance of depression and the administra- 
tion’s helplessness m the face of it, together 
w’lth hard nmes in the agrarian West and 
South, led to a mobilization of new forces. 
Out of this climate and in a truculent temper 
the Populist movement emerged. 


2 . THE POPULIST RISING 


We have already seen how Greenback 
groups and agrarian parties, from time to nme 
receiving support from small labor organiza- 
tions, had appeared in the political arena in 
the seventies and eighties to contest the su- 
premacy of the Repubhean and Democratic 
parties. They had failed; but they prepared 
the way for Populism, and in 1896 the People’s 
party captured the Democratic paitj' and al- 
most triumphed. Populism did not seek to part 


company with the free enterprise s)'Stem and, 
to this extent, it w'as not a radical movement 
by the European reading of the term Its lead- 
ers and much of its follow’ing came from the 
property classes themselves. But by demanding 
large-scale public inten'endon — in railroading, 
finance, the land and its resources, the w elfare 
of the laboring populations — ^Populism would 
have struck a significant blow at industrial 
capitalism. Populism had another significance: 
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It was the last stand by agrarianism in poUtical 
terms The fanners of the West and the South, 
again supported by labor, put forth their 
greatest efforts— but they lost, and with their 
defeat went the pow er of the Amcncan farm- 
ers as an independent force From then on, 
America’s farmers could function only as a 
pressure group and were successful only when 
they held the political balance of power 

Farmers’ Alliances. The Grange had col- 
lapsed by the early eighties, as we have seen, 
but before the decade was over there had 
emerged m its place nvo groups of powerful 
farmer organizations, one in the West and 
another m the South. In the Northwest this 
came to be called the Northwestern Alliance, 
m the South, the Southern Alliance In St 
Louis, in December, 1889, the Southern Al- 
liance met m annual convention There also 
appeared here representatives from the North- 
uestem Alliance, the National Colored Farm- 
ers’ Alliance, and the ICnights of Labor The 
fint efforts at fusion of the two great farmer 
bodies faded, but a set of resoluuons was 
adopted m which both concurred These 
called for the free coinage of silver, the aboli- 
tion of national banks, government ownership 
of railroads, ownership of lands by Amencans 
only; the prohibition of trading in grain fu- 
tures, and the end of protective tariffs. A sepa- 
rate rcsolunon, passed by the Southern Alli- 
ance only, advocated the adoption of the 
subtreasur)' plan 

The subtreasury scheme, which was really 
the heart of Populist fiscal policj', called for 
government financing of farm surpluses The 
plan proposed that the Federal government 
establish county warehouses to which farmers 
might bring their nonpcrishablc products — 
grains, tobacco, cotton, sugar, wool — and for 
them obtain certificates of deposit Upon 
presentation of these certificates to a so-called 
subtreasur}' office, farmers would then be en- 
titled to loans in legal-tender notes up to 80 
percent of the market value of the products 
stored The certificates of deposit also were 
negotiable, and any person holding them might 
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receive either a loan in legal tenders or the 
goods held against them 

Thus, the subtreasury plan was mtended to 
set up a commodity basis for credit, to free 
the farmers from having to rely on the banks 
for their short-term credit needs, to make 
possible the orderly markeung of crops, and 
to use the federal Treasury surpluses for ag- 
ricultural relief. The Populists, under the 
pressure of the Democrats, abandoned the 
subtreasury idea m 1896 And when they 
failed, the hope of rural credit relief went out 
with their cause. It was not until 1913, under 
the New Freedom, that any attention was paid 
this problem, and not until 1933, under the 
New Deal, that commodity loans began to be 
made. But the New Deal perverted the idea — 
for It hnked commodity loans with crop re- 
striction 

The People’s Party It will be noted that this 
first farmer platform of 1889 did not advocate 
political action But in 1890, the farmers were 
mobilized and already at the polls In Kansas, 
Nebraska, and South Dakota, organizations 
appeared calling themselves the People’s party, 
or variants of that name, and began to agitate 
for the passage of the agrarian program. Dur- 
ing the decade after 1887, drought and locusts 
had swept the Great Plains, and crop failures 
were the rule But low prices — set m world 
markets — contmned to prevad, so that farm 
debts were becoming too heavy to bear The 
inability of commercial banks to render assist- 
ance made Kansans notably desperate. Their 
People’s party appeared in June, 1890 

A company of local leaders — Mary E Lease, 
Jerry Simpson, W A Peffer— sprang up to 
preach the farmers’ crusade Appearing in the 
small white churches and the litde red school- 
houses of the plains country, and employing 
all devices of American revivalism, they 
whipped up their followers into a frenzy. 
There was an unholy combination of the 
railroads, the monopolists, the national banks, 
and the mortgage companies Money was 
scarce, interest rates were high, taxes were 
exorbitant, pnccs were low, and the railroads. 
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the middlemen, and the protected industries 
M'crc fattening tlicmsclvcs at the expense of tlie 
fanners. 

In 1890, these Kansas Populists elected five 
Congressmen, sent Peffer to the Senate, and 
captured the lower house of the state legisla- 
ture Their methods and successes were being 
duplicated everj^where m the Soutli and West. 
In South Carolina, farmers swept the state and 
elected Benjamin Tillman governor. In South 
Dakota, they sent the Reverend J. H. Kyle 
to the Senate. From Virginia, North Carolina, 
A'lississippi, Kentucky, and Alissouri, Demo- 
cratic Congressmen with Populist ideas went 
to Washington. 

It was inevitable, as a result of these vic- 
tories, that the Southern Alliance men and the 
Northwestern Alliance men should join hands. 
The Southern farmers met in convention at 
Ocala, Florida, in December, 1890, the West- 
ern farmers met in Cincinnati in Aiay, 1891; 
•and in St. Louis, in February, 1892, union was 
effected under the name of the People’s party. 
Here were to be found all the outstanding 
leaders of farmer groups of the South and 
West. To their company had been added 
Ignatius Donnelly of Alinnesota, who wrote 
the preamble to a platform that fired the imag- 
ination of the South and West. 

With a manifesto ready and a program of 
demands beaten out as a result of long discus- 
sions, the Populists could now enter the na- 
tional political arena. On July 4, 1892, 9t 
Omaha, a convention assembled. The Omaha 
platform, the first formal Populist document, 
read like a te.xt in agricultural economics. It 
called for financial reform, government own- 
ership of railroads and telegraph, and the 
elimination of corporate and foreign owner- 
ship of land. The financial plank included all 
the monetary and fiscal devices which agrari- 
ans had been demanding over the previous 
two decades: the emission of greenbacks; the 
end of national banks; the subtreasury plan; 
free silver; a graduated income ta.x; the estab- 
lishment of postal-savings banks; tariffs for 
revenue only. An additional set of resolutions. 


not written as such into the mam platform, 
sought to enlist the support of a wider follow- 
ing. These included: benefits for war veterans; 
the restriction of undesirable immigration; an 
eight-hour lasv for government employees, the 
abolition of private detective agencies, popular 
election of Senators, and the adoption of the 
initiative, the referendum, and the Austrahan 
ballot. As their candidates, the Populists named 
General James B. Weaver of Iowa and General 
James B. Field of Virginia. 

Election of 18^2. The Populists met with 
an extraordinary success. Weaver received 
more than a million popular votes and obtained 
22 votes in the electoral college. In many states 
of the Soutli the Populists captured the De- 
mocracy. In Kansas they elected their w'holc 
state ticket and controlled the legislature. A 
total of ten Congressmen, five Senators, lift)' 
state officials, and 1,500 county officers and 
state legislators was the Populist harx'est in 
1892. The off-year elections of 1894 repeated 
these triumphs. It had become clear that Cleve- 
land’s leadership had been repudiated by the 
Democracy of the South and that the West 
was lost to the Republican party. Everywhere, 
reformers were flocking to the new party’s 
standards, upon xvhich were inscribed this 
slogan: “People’s transportation . . . people’s 
money . . . people’s land . . . people’s wealth 
. . . and people’s cooperauon” A revolution 
seemed to impend as the Populists made ready 
for the 1896 campaign. 

The Depression of iSps-iSpj. With 1893, 
unrest moved out of the agrarian communities 
and swept over the whole United States. A 
financial panic appeared. Prolonged into a 
four-year depression, it reached into everj’’ 
small community as xvell as all the great com- 
mercial centers, bearing its train of credit 
deflation, business failure, and unemployment. 

The panic of 1893, like that of 1873, had 
started first in the European money markets, 
following the collapse of the London invest- 
ment banking house of Baring Brothers. 
European-held securities were again returned 
in large quantities to the Umted States; and 
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again bank balances were withdrauTi. The na- 
tional banking sj'stem had learned nothing 
from 1873, and its incapacity to mobilize re- 
serves effectively further aggravated the situa- 
tion Conntr)" banks began to withdraw their 
deposits from the banks in the central reserve 
ernes, these, in turn, contracted their call 
money loans, and brokerage houses were 
rendered insolvent. These financial pressures 
spread out in widening circles and affected 
also those corporaoons and businessmen who 
had ovcrc.xpanded their operations and, more 
particularly, their inventories 
Railroads were hard hit. They stopped pur- 
chasing steel, steel prices began to drop, and 
wage cuts took place In July, 1893, the Enc 
Radroad faded, and before the year was over 
It im followed into the bankruptcy courts by 
the Northern Pacific, the Uraon Pacific, and 
the Atchison By 1895, t ;6 railroads, operaung 
39,000 miles of track, were in receivership, 
these represented a valuation of two and one 
half billions of dollars, or one fourth of the 
total radroad capitalizauon of the country. 
Also, more than 600 banks and loan com- 
panies, among which were to be found 138 
national banks, had closed their doors. A vast 
army of unemployed appeared, who, because 
of the failure of government to furnish relief 
or other remedial measures, took to the road 
as vagabonds Many stnkes broke out, and the 
year 1894 saw nearly 750,000 workers involved 
m industrial disputes The great strike on the 
Western radroads, called by the American 
Radway Union, was onl)' one of these bitterly 
fought trials of strength, 

TTie grownng impatience of labor, in the 
face of wage cuts, had been demonstrated two 
years earlier in the Homestead smke of 1892, 
ailed by the Amalgamated Association of 
Iron and Steel Workers against the Carnegie 
Steel Company Tins union, at that time the 
most powerful one in the country, had suc- 
ceeded in obtaining company recognition and 
had pioneered in the wnting of wage agree- 
ments, It was prepared to arry on a long 
struggle against the Carnegie Company, but 
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the employment of private Pinkerton detec- 
ti\ es and the caibng out of the entire Pennsyl- 
vania nanonal guard against the strikers broke 
the spint of the men. They gave up after a 
strike lasang slx months, them union was 
smashed, and it did not rcemerge as a signifi- 
cant force m the steel industry until 1936 
The rad way strike of 1894 originated in the 
Pullman Parlor Car Company works m Illinois. 
A stnke among the employees of tins com- 
pany — ^which resulted m their eviction from 
the company-owned homes — enlisted the 
sympathy of the Amcnan Railway Umon, 
an industnal umon which had been organized 
in 1893 by Eugene V Debs In June, 1894, the 
Amencan Raihvay Union voted not to handle' 
the Pullman can attached to trains on which 
its members worked, and in a few days the 
boycott had spread over the Middle West and 
the Far West. As a result of the refusal of the 
railway managers to treat with the union, law- 
lessness broke out m Chicago On the ground 
that the carnage of the mails was being ob- 
structed, Qeveland’s Attorney General, Rich- 
ard Olney, dmected the federal attorney of 
Chicago to obtam an injuncnon against the 
Amencan Radway Union As a result of 
Oiney’s opinion that the union could be pro- 
ceeded agamst under the Sherman Ana-Trust 
Law, a court decree was issued ordering the 
officials of the umon to desist from obstructing 
the carnage of the mails Similar injuncnons 
w’erc obtained elsewhere, and, to enforce 
them, Qeveland sent federal troops into the 
Chicago distnct without consulting the local 
authonaes as to them necessity In this way, 
the stnke was broken Debs and other union 
leaders were cited for contempt in violaang 
the injuncaons, and were jailed. It has alrrady 
been pointed out how the Supreme Court’s 
refusal to reverse the lower courts put organ- 
ized labor into an ugly mood 
President Qeveland’s only effort to come 
to gnps with the depression was a demand 
upon Congress for the repal of the Sherman 
Silver Purchase Act of 1890 To him there 
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wns only a single reason for business failure 
and domestic tension; and this was silver. Tiie 
world, he argued, fearing the inability of the 
United States to maintain a gold standaid, 
was duiiiping American securities on our 
maikcts and in this way draining off our pre- 
cious metal reserves. Congress leluctantly 
complied, having no proposals of its own to 
olTei, and after a .stoimy debate in October, 
1893, the Silver Law was rescinded. But 
Cleveland's troubles were not over with its 
repeal. The Treasury was still vulnciable be- 
cause the gold reserve being maintained to 
safeguard the greenbacks was constantly be- 
ing eaten into by the presentation of Treasury 
certificates and legal tenders for gold coin. 
The reserve was also being cut down through 
the withdrawal of European short-tetm bank 
credits and the sale of European-held securi- 
ties. Whereas the gold reserve of the Ticasury 
in 1891 had stood at 300 millions of dollars, in 
November, 1893, it was at 59 millions. 

The Tieasiuy therefore resorted to four 
bond sales in an effort to build up its gold 
supply. The first three, sold in Januaiy, 1894, 
November, 1894, and February, 1895, were 
all placed with piivaie bankers. The Treas- 
ury's operations were unsuccessful: for the 
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The Coiiventiovs. Thus the stage was set for 
the crucial campaign of 1896. The Republi- 
cans met first and, under the skillful leader- 
ship of Mark Hanna of Cleveland, in their 
convention at St. Louis in Juno, 1896, they 
ado]Jted a platform that boldly took up the 
challenge of the agrarians and their labor 
friends. This included a plank calling “unre- 
servedly for sound money”; and another de- 
fending its protective tarifT policy. For its 
standard bearer, it named Hanna's friend and 
protege Governor William McKinley of Ohio 
and jucked Garret A. Hobart of New Jersey 
for the vice presidency. Manna himself was 
elected chairman of the Republican National 
Committee. 


bankers got their gold largely from Wash- 
ington through the presentation of legal tend- 
ers for ledemption. The third loan, which was 
turned ovei to a syndicate headed by the 
houses of Belmont and A'lorgan, was fio.atcd 
on such unfavorable terms that a storm of in- 
dignation swept the country. It is true that the 
bankers promised not to obtain their gold from 
the Treasury itself; but they bought bonds 
for lo^Vj at a time w'hen the United States 4s 
w'erc bringing 1 1 1 in the ojten market; and 
then they turned about and sold their bonds at 
prices averaging around 118. For the handling 
of a loan of sixty millions of dollars, the syn- 
dicate made more than seven millions in profits. 
Ironically enough, this flotation w'as no more 
successful than the first tw'o, for by December, 
1895, the gold rcscive had dropped to 79 mil- 
lions. A fourth loan in Januaiy, 1896, was now' 
attempted, but this time it w'as sold to the 
public. It was heavily oversubscribed and the 
avciagc piice that the government obtained 
W'as III. Floated for 100 millions of dollars, 
at least tw'o fifths of the gold that the govern- 
ment obtained came from the Treasury itself. 
Gold came out of its hiding the very ne.\t year 
when the depression ended, but not soon 
enough to end Cleveland's troubles. 

8p6 

The Democrats met in Chicago in July, and 
it W'as at once apparent that their ranks were 
divided. It is true that in state convention after 
state convention, they had repudiated Cleve- 
land and had passed resolutions favoring the 
free and unlimited coinage of silver. But Cleve- 
land had control of the pow'crful federal pa- 
tronage and therefore a large following com- 
mitted to his cause was present at the conven- 
tion. 

Neveithcless, as the throngs poured into 
Chicago, It was clear that the silver men w'ould 
leave no stone unturned in their efforts to con- 
vert the Democracy into a free silver party. 
The fact is, this faction picked the conven- 
tion's temporary chairman and took posses- 
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sion of the rcsoluaons committee. The money- 
plank that It avrote, defied the Cleveland “gold 
bugs” and the Repubhcan pain’ It read 

■Vl'e are anilterably opposed to monometallism, 
nhich has locked fast the prospenn- of an m- 
dnsmal people m the patalj-sis of hard times. Gold 
'monometallism is a Bntish pohcn,’, and to adoption 
has brought other nations mto financial servitude 
to London. . We demand the free and un- 
hmitcd comage of both silver and gold at the 
present legal rano of snneen to one unthout nait- 
mg for the aid or consent of any other nanon. 

The humihation of aevcland vent even 
further Other planks of the platform pledged 
the Dcmocrac)’ to opposiaon to the further 
issuance of mterest-beanng bonds in times of 
peace and to the emission of bank notes by the 
national banks The platform declared its 
loplt)’ to tanffs for revenues only It at- 
tacked the Supreme Court for its decision 
against the income m law and it spoke up 
against "government by mjunenon " 

It was m the debate on the platform — for 
a minoncy of the rcsoluaons committee had 
brought m an adverse report — that Wilham 
Jennings Bn’an of Nebraska emerged as the 
“Bov Orator.” Only thirt}’-SLV years of age at 
the time, he was the last of sut speakers to dis- 
cuss the currcnc)' plank and before he had 
finished, the assembled host kmew that it had 
found its leader In the stirnng peroration of 
his address, he threw down the gauge of bat- 
tle 

Therefore, w e care not upon what lines the battle 
is fought. . If thci’ dare to come out mto the 
open field and defend the gold standard as a good 
thmg we will fight them to the uttermost Has mg 
behind us the produemg masses of this nanon and 
the world, the labonng interests, and the toders 
ercrvwhert, wc win answ cr their demand for a 
gold standard b\ sa)ing to them You shall not 
press down upon the bron of labor this crown of 
thorns— \ou shall not crucifj mankind upon a 
cross of gold’ 

There was little doubt of the result The 
platform was adopted, and, on the fifth ballot, 
Rrt’an was named the candidate of the Demo- 
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craoc part}’ As his running mate, the Demo- 
crats normnated for the vice presidency Ar- 
thur M Sewell of Maine 
There was nothing for the People’s part>’ to 
do, w hen it assembled at St. Louis on July a a, 
but to endorse the Br}’an candidac}’ and accept 
the free silver issue as the outstandmg one of 
the campaign There w ere radicals in the ranks 
of the Populists w ho protested at the submerg- 
ence of a third part}’ movement that had 
gained such evtraordmar}’ nctones m the first 
four years of its life, and they resented the 
dropping of the subtreasury plan They finally 
took Bryan, but insisted upon the noimnanon 
of Tom AVatson of Georgia for the vice presi- 
dcnc}’. A good deal of confusion follow cd and, 
m some of the Southern states, mdependent 
Populist nckets w ere named. 

The Campaign Bn’an earned on a re- 
markable campaign He moved up and down 
the whole country, visited nventy-mne states, 
and made sux hundred speeches m all. To his 
support rallied all the agrarians, all the mone- 
tar}’ e.vtrermsts and cranks, and all the labor- 
ing forces of the nanon. Against him were 
mobilized the great mdusmes, the banks, the 
railroads, and \ irtually the entire Eastern 
press Mark Hanna’s achievements were also 
cast m an heroic mold He estabhshed two 
headquarters, one at New York and one at 
Chicago, he hired i^ioo speaken, he subsi- 
dized count!}’ new’spapers, he issued tons of 
leaflets, hired mnumerablc bands, and flooded 
the naaon w-ith posters, brassards, and buttons 
McKinlc}’ won, but it was a very dose elec- 
aon AIcKinle}’ received seven million popular 
rotes to Br}’an’s sk and one half million, and 
271 electoral rotes to Biw’an's 176 The srrmg 
of a few thousand votes would have put Br}’an 
mto the MTute House McKinley’s pluralmes 
m Indiana and Ohio were rery small, and m 
Kcntuck}’, Ddarr-arc, AVest Virginia, North 
Dakota, and Oregon, they rvere microscopic. 
But he earned cverr’ great industnal state 
Br}’an w on in the Solid South, m Missoun, and 
m the AA'cstem states of Colorado, Idaho, 
Kansas, Montana, Nebraska, Nevada, South 
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Dakota, Utah, Washington, and Wyoming. 
The defeat of Bryan, ironically enough, de- 
stroyed Populism. It IS true that the People’s 
party continued to nominate candidates in 
1900, 1904, and 1908 — but its force had been 
-spent. In part this was due to the fact that the 
Democracy’s ideology continued to contain a 
large leaven of Populist tliinking. But more 
important was the return of prosperity, after 
1897, to America’s agrarian communities; from 
then on, the A'liddle West and the Far West 
once more reappeared in the Republican col- 
umn of states. 

The 1896 election, too, put an end to the 
free silver controversy. The rise in prices; the 
great additions to the gold supply of the world 
from the new Alaskan and African mines; bank 


credit expansion with the return of prosperit)- 
— all these laid the ghost of bimetallism. When 
the Currency Act of Alarch, 1900, was passed, 
there were few to say it nay. The new latv 
founded the monetary sj'stem of the countrj’’ 
on the gold standard; established a Treasurj' 
reserve fund of 150 millions of dollars; and 
provided for the maintenance of tliis rcscn'c 
by the sale of short-term bonds. Some con- 
cessions were made to the agrarian demand for 
more credit faciliues by permitting the na- 
tional banks to issue notes up to the par value 
of bonds deposited with the Treasury, instead 
of the 90 percent as had been the case before; 
and also national banks could be orgamzed 
with a minimum capital of $25,000 m towns 
of 3,000 or less. 


4. THE GILDED AGE 


Social Contrasts The Civil War had released 
the energies and imaginations of die industrial 
capitalist class, and with the manyfold oppor- 
tunities presenung themselves on every hand 
— in the exploitation of raw material resources, 
in transportauon, in manufacturing, mercan- 
tile pursuits — it grew to wealth and power. 
Ventures, requiring litde capital, bloomed on 
every bush, and restraints were few. Aloney 
was made easily and frequendy was spent 
riotously — often by people who had no taste 
in food, clothing, architecture, and house fur- 
nishings. For the Doric simplicity of the 
Aliddle Period, there was subsdtuted a crazy 
composite of styles and attitudes that seemed 
to combine all the faults of everj" preceding 
age. 

Nothing demonstrated this better than the 
homes in which the upper classes lived, and the 
interior decorations by which they surrounded 
themselves. Houses were copied from the Ital- 
ian, the English, the Swiss, the Persian, and the 
French. It was the age of the jigsaw, the 
cupola, the mansard roof, and the casde. The 
interiors were no better. Rooms were loaded 
down with massive furniture of black walnut 


or golden oak. The tables had jigsaw skirts, 
the sideboards were rarely complete without 
their rows of shelves, topped by pointed 
arches On the walls, in whatnots, on top of 
moldings, were statuettes, bronzes, shells and 
vases, and china and porcelain — all represent- 
ing the poor taste of peoples from every corner 
of the earth. Alen and women overate and 
overdressed. “Society” engaged in barbaric 
displays, seeking its inspiration apparendy 
from the vulgarity of imperial Rome 
At the other extreme of the social scale lived 
the tens of thousands of the country’s indus- 
trial population, massed together in the tene- 
ment houses and the slums of the great cities 
of the United States These wretched dwell- 
ings were cheerless, cold, closed to the sun 
and air, and often without runnuig water. 
Here came to hve the new immigrants from 
southern, central, and eastern Europe, and as 
they filled the rookeries of New York and 
Chicago, they also fell under the exploitation 
of the sweatshop proprietors. Because cidcs 
grew in advance of their public scr\'ices, con- 
tagious and infectious diseases stvept through 
the slum communities. The death rate for 
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children under five years was appallingly high, 
but the death rate among young men and 
•nomen— notably from tuberculosis— it as also 
great It u as not until the appearance of rapid 
transit fadbacs and the devdopment of a more 
vigilant policy on the part of muniapal au- 
thonues that the meaner congested areas of 
the metropolises began slowly to melt away 
By the next centurj'-, urban dwellings began 
to imptose somewhat. 

Despite these great extremes of wealth and 
posert}-, as expressed in the lives of the new 
industnal capitalists and the immigrant slum 
dvellers, Amenca was soil the land of the 
middle class Millions of Amencan famihes 
In ed m thousands of towns and small cities up 
and down the land where thej"^ spent their da^T 
quietly and pleasantly For the most part these 
people were small merchants or skilled factory 
craftsmen, their incomes were adequate for 
the enjoyment of a modest and secure life, 
the)’- M ere already possessmg, before the cen- 
tury' was over, bathrooms, central heating, 
and plumbing The communit}' living of 
America’s towns still had about it much of the 
neighborlmcss of the antebellum penod Here 
liv^ the people who supported Amenca’s 
great evangelical churches and its small de- 
nommanonal colleges, who jomed the Wo- 
men’s Christian Temperance Union and the 
Ann-Saloon League, who maintamed local 
opera houses, which were visited by tounng 
theatrical compames, and who thronged the 
Ivceums of the seventies and the Chautauqua 
assemblies of the eighties and nineties Its men 
had their fraternal lodges and mechames’ halls. 
Its women their clubs for the study of Shake- 
speare, Browmng, and the civilizations of 
Greece and Rome, its young people their sing- 
ing soaeacs and bicvxle groups. The great 
world of Europe and the Far East — e.xccpt 
through the agencj’ of the foreign missions — 
rarely knocked on the doors of this America. 

Social Progress On cverj' hand there were 
signs of social progress Public education, dur- 
ing this penod, increased by leaps and bounds. 
The first compulsoiy school attendance law 
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had not been passed until 1854 by Alassachu- 
setts, but by 1900, nearly all of the states and 
temtones in the North and West carried such 
legislation on their statute books. In 1870, 
seven milhon of Amenca’s children were en- 
rolled m pubhc schools, by 1900, their num- 
bers had more than doubled The pubhc high 
school also was emergmg, and m 1900 sex 
thousand such schools had half a milhon stu- 
dents 

Amencans were not yet gomg to college m 
large numbers. How ever, the lyceum and the 
Chautauqua brought adult education and the 
new scientific knowledge mto every cross- 
roads of the country The great, mtellectually 
and artistically, traveled these circmts as did 
also Amenca’s humorists and pohttcians. The 
Chautauqua Literary and Sciennfic Circle was 
first organized m 1873, starting as a summer 
assembly devoted especially to Sunday-school 
teachmg methods But it quickly developed an 
elaborate cumculum of home study and read- 
ings, and its texts and study courses were soon 
to be found in a great many of America’s mid- 
dle class homes By the end of the century, 
hundreds of small communities saw each sum- 
mer the famihar pitched tent of their own local, 
or an innerant, Chautauqua assembly, where, 
for a week or ten days, small town Amcnca 
gathered to hear concerts, listen to lectures on 
foreign missions, and addresses on pohticaL 
literary, and scientific subjects by the celebn- 
nes of the day 

The evangebcal churches contmued to play 
a prominent role m the life of post-Civil War 
America By 1870, there were more than 70,- 
000 separate church organizations in the coun- 
trj', with the Methodists and Baptists leading 
and the Presbyterians third Church attendance 
was a common middle class practice and most 
Amencans continued to look to the clergy for 
guidance in intellectual, scientific, and soaal 
problems. TTie flame of evangelicalism was 
kept burning brightly Dw ight L. Moody and 
Ira D. Sankey were the heads of a revnvalist 
movement which had great influence for at 
least two decades During this penod, too. 
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there appeared tlie Young Men’s Christian As- 
sociation and the Salvation Army, the first to 
bring evangelicalism to the young and the 
second into the homes of the poor. Also, the 
Catholic Church Avas growing in numbers and 
power; and by 1900, it could claim nine mil- 
lion communicants, largely among the Irish, 
German, and Italian immigrants. 

The development of the popular newspaper 
was another sign of the times. In the cighaes 
appeared Joseph Pulitzer, a Hungarian immi- 
grant who had settled m St. Louis and who 
then came to New York to buy the World. In 
tu'o years, Pulitzer made the World an aggres- 
sive and flamboyant journal and ran its cir- 
culation from 16,000 up to 116,000. While 
Pulitzer appealed to the tastes and fancies of 
the great masses, his news columns and edi- 
torial page were of a very high. order, for he 
was a friend of the common people and was 
ready to do battle against local coriuption and 
injustice ever)' where. The successes of Pulit- 
zer attracted William Randolph Hcarst, the 
son of a wealthy California pioneer, who also 
came to New York and who in 1895 acquired 
and modernized the New York Journal. Hearst 
even surpassed the achievements of Pulitzer, 
for his circulation before long was 400,000. He 
filled his pages with feature writers and artists, 
introduced the garish Sunday supplement, and, 
in fact, was the founder of yellow journalism. 
He, too, espoused popular causes in the be- 
ginning, later, he Avas to become the arch- 
reactionary of the American press. The poAver 
of the neAV journalism Avas demonstrated Avhen, 
folloAving the destruction of the U.S.S. Marne, 
both the World and the Jozmial did cvery- 
tlung they possibly could to involve the 
United States in a Avar Avith Spain. 

Philanthropy, too, Avas becoming modern- 
ized. Social settlements — taking a leaf from 
the e\pericnces and achievements of the Eng- 
lish Christian Socialists — Avere founded in 
America. The most famous of these, Jane 
Addanis’ Hull House of Chicago, Avas opened 
in 1889 These established themselves in slum 
ncighboihoods and sought to bring adult edu- 


cation and decency and good taste into the 
tenement districts. The settlement house 
Avorkers ran nurseries and diet kitchens, en- 
couraged talent among the youth they 
reached, and led in the fight for nesv factor)' 
and public Avelfare codes. The same Avas true 
of the charity organizauon societies. Their 
basic philosophy still assumed that need 
stemmed from shiftlcssness, and that all de- 
pendency required Avas outdoor relief. But 
these societies did yeoman Avork in the batde 
against the slums. 

Thus there Avere shadoAA's and some light; 
there Avere vulgarity and social courage; 
cveryAvhere there Avas vitality. Particularly 
this Avas so in the realms of intellectual striving 
and artistic endeavor. America could boast of 
great innovators in the field of collegiate and 
university education like Daniel Coit Gilman 
of Johns Hopkins and Charles W. Eliot of 
Harvard, of seminal thinkers like Charles S. 
Peirce and William James in philosophy; of 
poets like Walt Whitman and Emily Dickin- 
son; and of novelists like Mark TAvain, Henry 
James, and William Dean HoAvells. In the 
field of architecture, John A. Rocbling, H. H. 
Richardson, and Louis H. Sullivan AA'crc out- 
standing. The paintings of Thomas Eakins, 
WinsloAV Homer, and Albert P. Ryder arc sdll 
permanently displayed in American museums. 
In the sciences, America contributed impor- 
tant innovators like Willard Gibbs in physics, 
Simon NcAVComb in astronomy, Lewis H. 
Morgan in anthropology, and John William 
Draper in chemistry. 

There Avcrc defenders of economic ortho- 
doxy in the persons of William G. Sumner 
and John Bates Clark, Avho spoke for the 
laisscz-faire doctrines of industrial capitalism. 
On the other hand, there AVcrc voices raised 
in dissent, of Avhom the greatest Avere Henry 
George and Thorstcin Veblcn. Other protes- 
tants Avere Wendell Phillips of Boston Avho, 
after the Abolitionist fight Avas Avon, became 
a stalAvart friend of the Avorking classes; 
George William Curtis of New York, avIio 
AA’as an outstanding civil service reformer; and 
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Henry D Lloyd of Chicago, whose Wealth 
agamst Coimnonvcnlth was the first searching 
cxaminanon of the processes by which monop- 
oly t\as establishing itself m Amcnca 
These were wholly authentic thmkers and 
artists, they were innovators, too, as t\ cre the 
industrial capitalists The America in which 


they moved thev etpressed m stone and steel, 
poetry and novels, economic mamfcstocs and 
educaaonal plans. The outer crust of this 
Gilded Age was cruel and hard and frequently 
vulgar, but underneath were cool spnngs to 
sustain the gemus of an Emdy Dickinson, an 
Albert Ryder, and a Louis Sulhvan. 


y. EXPANSION OVERSEAS 


It was mcvitablc that Amencan horizons 
should grow as the United States became one 
of the great economic powers of the world 
The end of the century saw us embarking 
upon a senes of adventures overseas, we 
fought a war, obtained an empire, and as- 
sumed responsibihtics in distant lands 
Cuba The war with Spam took place be- 
cause of our growng concern over Cuba 
Cuba did not suddenly burst upon our eyes 
in the nineties because of its protimity it 
had had the attention of American Presidents 
and their Secretanes of State, on and off, since 
the hcginnmg of the nineteenth century. And 
Its opportunines for trade and capital invest- 
ment had been appreciated by enterprising 
Americans and, to a small extent, been taken 
advantage of Amencan political leaders 
feared that Spam might lose Cuba and some 
mighoer Power, Great Bntam, for example, 
would take possession of the island to domi- 
nate the Canbbean Therefore, as Amencans 
became increasingly interested in the building 
of a Panama Canal, the establishment of sc- 
euntv m this region became the key to Amer- 
ican polict'. Earlier, we had labored to main- 
tain Spanish sovereignty, then, m the fifnes, 
we had sought to purchase the island, and, 
mth the outbreak of msurrecnon in Cuba, 
from 1868 to 1878, Americans began to talk 
of Cuban independence But the so-called Ten 
Years’ War failed It did lead, howct'cr, to 
the exile of sizable numbers of leaders of the 
insurgents, who settled in the Unites States 
and uho kept alive the agitation for Cuban 
freedom 


Another Cuban war of independence began 
m February, 1895 Again Spam made a de- 
temuned effort to put down the insurrection, 
sendmg a great army to the island for this 
purpose, m time, the Spanish expeditionary 
force numbered 200,000 men The Spanish 
troops, however, found it difficult to cope 
with the guerilla tactics of the insurgents The 
revolutionists took to the hills and earned on 
a sdent but deadly economic warfare against 
plantations, transportation centers, and col- 
laborationists Before long, the normal hfe of 
the island was on the verge of breakdown 

The ne.xt year Spam decided to meet terror 
with terror and dispatched General Valenano 
Weylcr to the island with orders to hunt 
down the guerillas Weyler built a senes of 
blockhouses across Cuba in the hope of cor- 
ralling the insurgent forces in a gradually re- 
stricted area; he took measures to stop the 
rebels from living off the countryside by or- 
dering the collection of the islanders in con- 
centration camps In tunc some 400,000 Cu- 
bans xvere living m such areas where, because 
of Spanish indifference, ignorance, and cru- 
clty, they died in large numbers of hunger and 
disease. 

It was this famous “reconcentration” system 
that excited the general indignation of Amer- 
icans The popular press took up the cause of 
the Cubans and brought talcs of their piteous 
suffenngs to the attention of the Amencan 
people In October, 1897, a Spanish liberal 
ministry came into power, it recalled Weyler, 
and assurances were given to the Amencan 
minister at Madnd that autonomy would be 
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granrcd to Cuba as soon as order had been 
restored. 

Rut all Cubans, apparently, did not seek 
freedom or even autonomy. The fact is, the 
inhabitants of Havana, the island’s capital city, 
continvied lo\al to the Spanish crown. Dis- 
ordei's broke out as a result of encounters 
between autonomists and anti-autonomists; 
American lives and propert)' were in danger, 
and at the request of our consul general an 
American warship was sent to Cuban waters. 
Tin's was the mission of the U.S.S. Maine, 
which appeared in Havana harbor in January, 
1898. It was received with every token of 
friendship and its officers and men were made 
much of. On the evening of February 15, 
however, America was horrified to learn that 
the Maine had been blown up, with a loss of 
260 lives. 

A naval court of inquiry, dispatched to the 
spot, submitted a report which declared that 
tile Maine had been blown up by a submarine 
mine which, in turn, had led to the partial 
explosion of some of the cruiser’s magazines. 
The court was not able to establish responsi- 
bilit)' for the destruction of the Maine. In the 
minds of the American people, however, there 
were no doubts. The Maine had been de- 
stroyed by agents of the Spanish government; 
and Its loss had to be redressed. On Alarcli 9, 
before even the court of inquiry had reported, 
Congress appropiiatcd $50,000,000 for the na- 
tional defense and placed the fund in the hands 
of the President to be used at his discretion. 
“Remember the Maine" became a popular cry 
of yellow journals and politicians. 

A senes of misunderstandings led to the 
formal declaration of war. Demands were 
made upon the Spanish government for the 
establishment of an armistice on the island 
and the immediate revocation of the rccon- 
centration order. About the second jioint 
there was no debate. On the first, however, 
Spain, fearful of losing face, hedged. It was 
prepared to terminate hostilities only if the 
insurgents asked for the armistice. A good 
deal of backing and filling took place, but 


finally, on April 8 and 9, the American min- 
ister at Madrid was able to cable Washington 
that Spain had yielded on every point. 

Appaiently, however, it was too late, Presi- 
dent AIcKinlev had decided to join the war 
party. On April 1 1, he sent a message to Con- 
gress which declared that he had exhausted 
every means calculated to relieve the Cuban 
situation. He asked that he be given power 
to take measuies to put an end to hostilities 
in Cuba and to use the military and naval 
forces of the United States if need be. Tins 
was a request for war declaration; and, on 
April 19, Congress complied. 

The TFnr with Spain. The Spanish-Ameri- 
can War was a short and glorious one. It drove 
the declining Spanish power out of the West- 
ern Hemisphere; gave us an overseas empire; 
cemented the friendship between the United 
States and Britain; subjected our new navy to 
its baptism by fire; created a militar)" reputa- 
tion for Theodore Roosevelt; and reassured 
the triumph of the Republican party in the 
ne.xt election. The United States emerged as 
one of the world’s great nations as a conse- 
quence. 

The brief war betxveen the United States 
and Spain consisted of four operations: (i) 
The defeat of the Spanish fleet at Aianila; 
(2) the blockade of Cuba, (3) the tracking 
down of the main Spanish fleet commanded 
by Admiral Cervera; (4) the invasion of 
Puerto Rico. 

The initial blow at Alanila xvas successful 
because of the foresight of Assistant Secretary 
of the Navy Theodore Roosevelt, xvho or- 
deied Commodore George Dewey, then in 
charge of the Asiatic Squadron, to keep in 
readiness for any eventuality. Five days after 
the war declaration, Dewey was out of Hong 
Kong and, on April 30, he was entering Ala- 
nila Bay. The Spanish squadron was outnum- 
bered, and it had been taken completely un- 
awares. Within seven hours the Sjianish fleet 
was entirely destroyed and most of the shore 
batteries had been silenced. American casual- 
ties consisted of seven wounded. 
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But Dewey was accompanied by no trans- 
ports, and It was necessary that he await the 
amval of military remforcements before the 
city of Manila could be assaulted As he 
fretted in Manila harbor, his position was 
made increasingly uncomfortable by the ar- 
rival of a large German squadron of five ships, 
nhich had appeared presumably to protect 
the interests of German naaonals The Ger- 
mans were looking for trouble, but a Bntish 
squadron soon appeared — to svatch the Ger- 
mans and to help Dewey It was not until July 
that Dewey was able to breathe easier, for 
then the transports came Manila was attacked 
— \nth Filipino insurgents takmg part — and 
on August 13 It surrendered By that nme 
Spam had already capitulated 

It u'as in the West Indies theater that the 
American navy made its supenonty felt at 
once. A blockade was thrown about the island 
of Cuba by two Amencan squadrons, so that 
It was impossible for the Spamards to send 
any assistance to their beleaguered armies 
Aleanwhile the deparrure from home waters 
of the mam Spanish fleet under Admiral Cer- 
lera and its disappearance mto the blue pro- 
duced panic on the American eastern sea- 
board Vainly the hunt for Cervera continued 
as Boston, New York, and Philadelphia spent 
sleepless nights worrying about imminent 
bombardment, actually, Cervera was headed 
for Cuba and he put mto Santiago harbor on 
May 19 Here he was in time bottled up by 
Admiral Schley’s Flying Squadron and Ad- 
miral Sampson's Atlantic Fleet. 

Cen era’s position was made impossible 
when an American army landed on the Cuban 
coast and proceeded to assault Santiago from 
the rear There took place a senes of engage- 
ments for the capture of the heights over- 
looking the citj', one of these was San Juan 
Hill In the fight for this hill there participated 
the famous First Volunteer Casmlry Regiment 
headed by Colonel Leonard Wood and Lieu- 
tenant Galoncl Theodore Rooscielt Roose- 
velt had quit the Navy Department and had 
recruited the so-called Rough Riders from 
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among the cowboys of the Southw^cst ranch- 
ing countrj^. Wood, who had been a surgeon 
m the regular army, was nominally m charge. 
San Juan Hill fell on die night of July i, as 
did the other heights commanding Santiago 

Cervera had to quit the harbor On July 3 
he led his ships out and the Spamsh fleet 
streaked off to the West, wnth Schley in hot 
pnrsmt. A miming fight took place and m 
less than four hours the whole Spanish navy 
had been wiped out. Only one Amencan sailor 
had been killed. On July 17, Sanoago sur- 
rendered 

General Miles, m charge of the Amencan 
army, now proceeded to Puerto Rico, and 
in two weeks the greater part of the island 
had been yielded up Amencans had lost m 
battle combat only a handful of men. Never- 
theless, there were heavy casualties, these took 
place m home encampments where, because 
of lack of medical knowledge on the part of 
Amencan officers and because of inadequate 
supply arrangements, many men died of dis- 
ease and food poisoning. 

The Peace Settlement. On July 26, Spam 
sued for peace, the war was over after only 
one hundred and thirteen days of fightmg 
Under the armistice terms, Spam had agreed 
to the surrender of her sovereignty over Cuba, 
the cession of Puerto Rico to the United 
States, and the occupauon of the city, bay, 
and harbor of Mamla by Amencan forces 
The peace treaty was to decide the disposition 
of the Philippines Amencan peace comrms- 
sioners were sent to Pans m October, and 
they sat around unhappily waiting for Wash- 
ington to make up its mind Captain Alfred T 
Mahan and his fnends were sure we wanted 
the Philippines, Bryan and his fnends were 
equally sure we did not. President McKmlcy 
did not know' Finally, as his offipal biogra- 
pher has It, the President sought guidance in 
prayer And then he w’as led to understand 
that the Umted States had a mission to per- 
form — none other than the Christianizing of 
the Filipinos (He did not know, apparently, 
that the Fflipinos had been converted to 
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Catliolicisni by Spanish monks at least three 
Imncircd years earlier ) The American com- 
mission was ordered to demand the whole 
archipelago, and to pay something to Spam 
for her property lights in the islands. Upon 
these terms — for Sio,ooo,ooo — Pncito Rico, 
Guam, and the Philippines were ours. 

Opposition to the acquisition of the Philip- 
pines was not lacking. Indeed, during the 
whole month of January, 1S99, the Senate 
debated the treaty. Anne\ationists or “Big 
Americans," as they came to he called, de- 
manded our retention of the islands for the 
usual imperialist icasons. (Not the least of 
which WMS the ncccssiu^ for the protection of 
American inteicsts in China.) On the other 
hand, the so-called “Little Amei leans" were 
hostile to any progiany, of expansion-, in this 
company most of the Democratic Senators 
were to he found. Late in January, Bn'an ap- 
peared in Washington to urge upon Demo- 
cratic Senators that the issue w'as much too 
important to he decided by a senatorial de- 
bate. Me advised his fellow party members to 
vote for ratification of the tieaty and leave 
the final determination of the Philippine ques- 
tion to the electorate in the presidential cam- 
paign of 1900. In short, the issue of imperial- 
ism w'ould be the ground on w'hich AIcKin- 
Icy’s rcclcction would be contested A vote 
was fiiwlly taken early in February and ratifi- 
cation w’on, but only by a single vote more 
than the required uvo thirds. The division 
was almost entirely on party lines. 

The Election of ipoo. Thus the issue for 
1900 was predetermined. The Republicans 
renominated McKinley and named as his run- 
ning mate Theodore Roosevelt who, after his 
return from the Cuban campaign, had been 
elected governor of New- York. The Demo- 
crats once more chose William Jennings Byran 
and nominated Adlai E. Stevenson of Illinois 
for the vice presidency. The Populists, dis- 
.ippointcd over their defeat in the 1896 cam- 
paign, cnteicd an independent ticket. There 
also appeared for the first time at the polls the 
Social Democratic party, later the Socialist 


party, w'hich nomin.itcd Eugene V. Debs for 
the prc-sidency. 

The issue was never m doubt, and Br>’an 
was able to carry bur four states outside of 
the Solid South, and all these were silver min- 
ing Slates of the Far West. The clcetoral 
college lotc was 291 to 155; and a Republican 
Congress was also returned to Washington 
But the rejoicings of the Republicans were 
brief. Early in September, President McKin- 
ley had gone to Buffalo to attend the so-called 
Pan American Exposition and here, on the 
fifth, he advocated tariff reciprocity as a 
means of uniting the United States with Latin 
American countries in gi enter bonds of amity. 
As he spoke he w-as shot down by a demented 
anarchist Eight days later McKinley was dead 
and the young Roosevelt was President of the 
United States. 

The United States and China. Before the 
decade ended, our State Department clearly 
outlined a Chinese policy w-hich American 
Presidents and Secretaries of States were to 
follow w'lthout significant change for the next 
half centur)-. In part, this grew out of Amer- 
ica’s new’Iy established position in the South 
China Sea; m part, it was a continuation of 
that earlier policy wduch had fiist been out- 
lined by Caleb Cushing in 1 844; in part, it was 
a response to the new- European imperialist 
pretentions in eastern Asia. 

First, Japan had humiliated China in the 
w-ar of 1895, obtaining the island of Fonnosa 
and the recognition of Japanese sovereignty 
in Korea. And then the European pow-ers, 
seeing how- vulnerable the Chinese w-erc, had 
begun to establish footholds in the empire. In 
1898, the Germans had obtained a long term 
lease on Kiaochow- Bay; Russia had occupied 
Port Arthur in Manchuria, and the French 
and the British had obtained additional spheres 
of infiuence along the Chinese coast. 

A'lcKinlcv’s Sccrctar)- of State, John Hay, 
felt that the status of American tiadc with 
China was seiiously jcopardi/.cd by these ac- 
tivities. Therefore, on September 6, 1899, Hay 
sent a circular note to the American ambas- 
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sadors at London, Berlin, and St. Petersburg, 
which M-as, m effect, his famous so-called 
Open Door Note. This statement contained 
three proposinons ( i ) That the powers claim- 
ing spheres of influence in China should com- 
mit themselves to keeping the treaty ports 
open (2) That the powers allow the applica- 
Bon of the Chinese treaty tanff to the ports 
under then conuol wnthout discrimination 
against other nanonals (3) That the powers 
would not levy higher harbor charges on ves- 
sels of other nationals calling at their ports, or 
fit higher railroad rates Hay, in short, was 
seeking to protect the terntonal mtcgrity of 
China, and, at die same dme, to acquire equal 
economic rights for American nationals m 
diose spheres of influence which the European 
powers had carved out for themselves 

Great Bntain quickly agreed to the Amen- 
can demands, and it was soon followed by 
Germany, France, and Russia Japan and Italy, 
when approached later, also gave their assent. 
On March 20, 1900, Hay made a public an- 
nouncement in which he expressed himself as 
satisfied with the results of Amencan mter- 
venDon The guarantees of the powers, he 
said, were “final and definidve” that the Open 
Door to China would be maintained and Chi- 
nese sovereignty in the spheres of influence 
respected 

Amcnca was soon called upon to demon- 
strate Its good will A band of Chinese pa- 
triots, known as the Boxers, early in 1900 
began to march on Peking and sought to over- 
throw the government because of its weakness 
m the face of foreign dommadon An interna- 
tional force was mobilized — with American 
troops participanng — and it proceeded to the 
relief of the invested Peking. Peking was en- 
tered, and the Chinese government was called 
upon to pay an indemnicy for the damages 
suffered by foreign nanonals at the hands of 
the Chinese irregulars The American govern- 
ment, however, renounced its share of the in- 
dcninitj' and helped m the creation of an 
educanonal fund to provide scholarships for 
Chinese students studying in the United 
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States. Thus, our fnendship had been tested 
and not found wantmg 

The United States and the Philippines We 
were not domg as well, however, in the other 
areas of our newly developed interest. Undl 
1913, our atutude toward the Fihpmos was 
not much unhke that of the other Powers 
established in eastern Asia the Philippines 
were ours and were to be used entirely for 
the benefit of the United States Indeed, in 
the beginning, the basis of policy was mditary 
terrorism American troops m Luzon had been 
given effective aid by Filipino insurgents dur- 
ing the war, but the claim of the insurgents’ 
leaders to rccogmoon was flouted by the 
American command The result was the out- 
break of hostihbes between Filipmos and 
Americans in February, 1899 For the next 
three years an Amencan army, 60,000 strong, 
sought to pacify the islands, and it was not 
until 1902 that Washmgton was able to an- 
nounce the end of the insurrection Mean- 
while, It had cost the Umted States 175 mil- 
lions of dollars and the lives of 4,300 men to 
convince the Filipinos that our intentions were 
pacific 

The process of establishing self-government 
developed slowly In July, 1902, the American 
Congress passed the first orgdme law for the 
islands, under which Filipinos were given the 
protecuon of the Bill of Rights In 1907, the 
Philippmes Assembly was established; in 1913, 
the islands became a full part of the Amencan 
customs union It was under the Jones Law, 
passed m August, 1916, that complete legisla- 
tive power was granted Filipino representa- 
tives, by this nme, too, the greater part of the 
civil service was native The executive author- 
ity continued, however, in the hands of the 
Amencan governor general 

The Tydings-McDufiie Act (Philippine In- 
dependence Act) of 1934 redeemed the prom- 
ises of self-government the Amcncans had 
been making since 1913 A Philippine Com- 
monwealth was set up, the islands were to 
have their own legislative and executive of- 
fices, the American high commissioner— rep- 
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resenting American sovereignty — was to be 
an adviser and obser\'er, and independence 
was to be granted after ten years of self-rule. 
On July 4, 1946, this pledge was honored, 
and the Philippine Republic was pronounced. 
Meanwhile, America had been helping the 
Filipinos prepare for self-rule by spending 
great sums on education, health, and public 
w’orks In a region of the world w'here imperi- 
alism had uniformly taken the shape of a cruel 
exploitjuon of native populations, the Fili- 
pinos were singularly w'cll off. They had been 
made ready for independence in less than fifty 
years. 

Cuba. American practices in Cuba left much 
to be desired, too. Up to 190:, an American 
militaty occupation continued in die island 
and, under die dictatorial rule of General 
Leonard Wood, the United States laid the 
groundwork for a stable government. Church 
and state were scpaiatcd; extraordinaty sani- 
tadon programs were inaugurated, a school 
system was set up, and public finances were 
put on a sound basis Meanwhile, Congress 
had passed the so-called Platt Amendment 
early in 1901. This demanded that a Cuban 
constitutional convention, already situng, rec- 
ognize the right of the United States to inter- 
vene in Cuban 'afTairs at its pleasure. In 1903, 
the amendment ivas written into a permanent 
treaty between the two countries. The most 
important provision of the Platt Amendment 
declared: 

That the government of Cuba consents that the 
United States may exert the right to inten’enc for 
the preservation of Cuban independence, the 
maintenance of a government adequate for the 
protection of life, propem', and individual libertj', 
and for discharging the obligations ivith respect to 


Cuba imposed by the Treaty of Paris on the 
United States, now to be assumed and underuken 
by tlie government of Cuba. 

The Platt Amendment also compelled Cuba 
to grant the American Navy leases of Cuban 
harbors for the establishment of coaUng and 
naval stations. 

In line xvith this policy, American forces 
intcn'cned in Cuba in 1906, and again in 191: 
and in 1917; this last occupation did not end 
until 192:. Meanwhile, American business in- 
terests were moving into tlic island on a large 
scale, investing in sugar and tobacco lands 
and in iron mines. In the 1920s the American 
capital stake in Cuba was in excess of a billion 
dollars It was not until the thirties, as a result 
of Franklin D. Roosevelt’s Good Neighbor 
policy, that the Platt Amendment was re- 
pealed. Cuba was now a free and sovereign 
state for the first time. 

Thus tlie expansion of the United States 
as the nincteentli century ended. It is doubtful 
whether this was imperialism, European style. 
America continued to be a debtor nation; its 
new-found strength, industrially, xvas being 
used to develop its own resources rather than 
to exploit hapless peoples overseas. As the 
centuty turned, American foreign investments 
came to only 685 millions of dollars; Euro- 
peans, on the other hand, had claims of more 
than three billions of dollars against American 
properties. 

We ended the century still a debtor nation. 
But our industrial capitalist class was now the 
greatest on earth In this faslu’on, the Second 
American Revolution — in the economic sec- 
tor, at any rate — had more than realized the 
xvildest dreams of its projectors. 
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JosiAii Royce (1855-1916) emerged from the 
hardships of his pioneer California background 
to accept and develop a philosophy which 
M-ould not have sounded at all strange m the 
most conservative university of Europe His 
metaphysics was intellectualist, for all the stress 
he lay on the role of volition, and the ethics 
he based on that metaphysics was almost Prus- 
sun in Its emphasis on social order and in its 
insistence that only by identification with a 
larger social whole could the individual realize 
his true and essential self In pracocal applica- 
tion of that philosophy, Royce all but ex- 
pounded the “leadership principle ” 

William James (1842-1910), bom to com- 
fort and exposed to the influences of a cosmo- 
politan education, gave form and populantv to 
the one distinctively Amencan development 
in modem philosophy Thus, during the mid- 
dle eighties and nineties. Harvard philosophy 
students heard William James ser forth the 
premises of pragmatism m one classroom while, 
m another, they listened to Royce discussing 
Hegelian idealism 

James came to his philosophy almost as the 
result of personal necessity, for he had re- 
linquished painting for medicine and then had 
turned to the study of psychology because of 
a neurotic disorder out of which he brought 
himself by an act of will As James went on 
from psychology to philosophy, from which 
the former was only beginning to be separated 
as a discipline, he began to develop the prag- 
matism V. ith which his name is associated 

The pragmatic criterion of truth was not 
entirely noiel \nth James In his book on the 
Rehgious Affections, Jonathan Edwards had 
made difference in conduct the test for the 
lalidit)' of an individual’s conversion Charles 
Saunders Peirce (1839-1914), one of the semi- 


nal mmds in the development of Amencan phi- 
losophy, had presented pragmatism as early as 
1868 Later, he expounded his theory in more 
complete form in his llhistrations of the Lope 
of Science, which appeared in the Popular Sci- 
ence Monthly dunng 1877 and 1878 Working 
on mathematical foundations, Peirce argued 
that “natural law” svas made, it did not exist m 
the blue awaiting discovery Consequently, 
disputants on metaphysical issues should first 
attempt to find out whether their argument 
had any reason by asking, “If this were true, 
what actual difference would it make’” 
James extended Peirce’s ideas and phrased 
them in a fashion better adapted to win general 
understanding and approval So attracDve was 
James’s language, m fact, and so well adapted 
to the current vernacular, that he found some 
of his concepts being distorted by popular ac- 
ceptance, especially the core idea of his Will 
to Believe, which he would have preferred to 
call the “Right to Beheve.” 

James's gcrrmnal idea — the essentially active 
and “interested” character of thought — had 
been characterizing his teaching for years, but 
It was not until he delivered his lecture on 
Philosophical Conceptions and Practical Re- 
sults in 1898 that pragmatism received its label 
and began to give philosophers cause for battle 
Addressing the Philosophical Umon of the 
University of Califorma, James showed how 
Peirce’s critenon of “pracdcalism” might be 
used to stnp philosophical argument of super- 
fluity “What difference in action w’lll a given 
difference in idea make’” James asks If no 
such difference can be found, then the argu- 
ment IS an exercise in futility 
James devotes most of his lecture to moral 
problems, however, and that, in itself, shows 
how much stress his philosophy put on con- 
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duct and on individual response to the world. 
He differcndatcs between the verbalisms of 
theologj’’ and “the power” which people feel 
within themselves when they set their attitudes 
m certain ways. More important, James seeks 
and finds moral law in die umverse. He prefers 
the concept of “God” to that of “natural law” 
because the former gives permanent war- 
rant for our highest expectations. Material- 
ism denies that the moral order is eternal, 
theism affirms it, and so leaves room for 
hope. 

If compelled to reply to John Stuart Mill’s 
remark that that which is conformable to hu- 
man desire is not necessarily true, James prob- 
ably would have stressed his pragmadc cri- 
terion. The truth of a hypothesis is to be tested 
by Its consequences in action To intellectuals 
pardcularly, the materialist or even the agnos- 
tic hypothesis generally means depression and 
inability to act. Hence, James asserted the right 
to believe and refused to confine belief within 
the bounds of the evidence available, for even 
the suspension of judgment might liinder or 
inhibit the action which was life. 


In this fashion, James made pliilosophv live 
for the general public. He refused to close his 
mind to any source of information, even the 
dubious informadon to be won from ps\’chical 
research. He described the “Varieties of Re- 
ligious Experience” (in his book of that name) 
with a care untainted by the crudities of “ra- 
tionalism.” He appreciated the emotional 
aspects of human aedvity so intensely that he 
sought a “Moral Equivalent for War”; he x\as 
too good a psychologist to attempt to replace 
something exciting by short cuts and subter- 
fuges. Let youth learn the realiues of life by 
serving an apprenticeship to the hard and dis- 
agreeable work of the world, James suggested. 
In that way, those shielded by money would 
find out upon what their easy hves depended, 
and human sympathy would broaden to re- 
place the present acquisitive society with some- 
thing more honorable and generous. 

The selection repiinted here is from Philo- 
sophical Cojicepuons and Practical Results, 
xvhich appeared originally in the University 
Chronicle for September, 1898 (Berkeley, 
Cahf., 1898). 


Philosophical Conceptions and Practical Residts 

BY WILLIAM JAMES 


. . . I xviu SEEK to define with you merely what 
seems to be the most likely direction in which to 
start upon the trad of truth Years ago this direc- 
tion was given to me by an American philosopher 
whose home is in the East, and whose published 
worlcs, few as they arc and scattered in periodicals, 
are no fit expression of his powers. 1 refer to Mr. 
Charles S. Peirce, with whose very experience as a 
phdosopher I dare say many of you are unac- 
quainted He is one of the most original of con- 
temporary thinkers, and the principle of practical- 
ism — or pragmatism, as he called it, xvhen 1 first 
heard him enunciate it at Cambridge m the early 
’70’s — IS tlie clue or compass by following which 
1 find myself more and more confirmed in believ- 
ing we may keep our feet upon the proper trad. 

Peirce’s principle, as we may call it, may be 
expressed in a variety of ways, all of them very 
simple. In the Popular Science Monthly for Janu- 
arx’, 1878, he introduces it as follows The soul 
and meaning of thought, he says, can never be 


made to direct itself towards anything but the 
production of belief, belief being the demicadence 
which closes a musical phrase in the symphony of 
our intellectual life. Thought in movement has 
thus for Its only possible motive the attamment 
of thought at rest. But when our thought about 
an object has found its rest in belief, then our ac- 
tion on the subject can firmly and safely begin. 
Beliefs, in short, are really rules for action; and 
the whole function of thmking is but one step m 
the production of habits of action. If there were 
any part of a thought that made no difference in 
the tliought’s practical consequences, then that 
part would be no proper clement of the thought’s 
significance Thus the same thought may be clad 
in different words; but if tlie difi’erent words sug- 
gest no different conduct, they arc mere outer 
accretions, and have no part in the thought’s 
mcanmg. If, however, they determine conduct 
differently, they arc essential elements of the sig- 
nificance “Please open the door,” and, "VeuiUez 
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ouvnr h pone,” m French, mean just the same 
thme. but “D— n you, open the door,” although 
m '^glish, means something very different. Thus 
to del clop a thought’s meanmg we need only 
determine what conduct it is fitted to produce, 
that conduct is for us its sole significance. And 
the tangible fart at the root of all our thought- 
dtsnncoons, however subtle, is that there is no one 
of them so fine as to consist in anything but a 
possible difference of pracnce To atum perfect 
clcamcss m our thoughts of an object, then, we 
need only consider what effects of a conceivably 
practical kind the object may involve — ^what sen- 
sations we arc to etpect from it, and what reac- 
nons ue must prepare Our conception of these 
effects, then, is for us the whole of our conception 
of the object, so fat as that conception has positive 
sigmficance at all 

This IS the prmciple of Peirce, the prmaple of 
pragmatism. 1 think myself that it should be ex- 
pressed more broadly than Mr Peirce expresses 
It. The ulnnute test for us of what a truth means 
IS indeed the conduct it dictates or inspires But it 
inspires that conduct because it first foretells some 
particular turn to our expencnce which shall call 
for just that conduct from us And 1 should prefer 
for our purposes this evening to express Peirce’s 
principle by saying that the effective meaning of 
any philosophic proposition can always be 
brought down to some particular consequence, m 
our future practical expenence, whether active 
or passu e, ttie point lymg rather m the fact that 
the experience must be particular, than in the fact 
that it must be actiie 

To take in the importance of this prmaple, one 
must get accustomed to appljnng it to concrete 
cases. 

One of Its first consequences is this. Suppose 
there ate two different philosophical definitions, 
or propositions, or maxims, or what not, which 
seem to contradict each other, and about which 
men dispute If, bv supposing the truth of the one, 
tou can foresee no conccnable practical conse- 

ucncc to anvbodv at anj tunc or place, which is 

iffcrcnt from uKat you would foresee if you 
supposed the truth of the other, why then the 
difference benveen the two propositions is no 
difference, — it is only a spcaous and verbal differ- 
ence, unuorthy of further contention Both for- 
mulas mean radically the same thmg, although 
the; mat say u in such different words. It is 
astonishing to see how many philosophical dis- 
putes collapse into insignificance the moment you 
mbjcct them to this simple test. There can be no 
difference which doesn't make a difference — no 
difference in abstract truth which docs not ex- 


press Itself in a difference of concrete fact, and of 
conduct consequent upon the fact, imposed on 
somebody, somehow, somewhere, and some- 
when . 

If we start off with an impossible case, we shall 
perhaps all the more clearly see the use and scope 
of our prmaple. Let us, therefore, put ourselves, 
m imagmaBon, m a position from which no fore- 
casts of consequence, no dictates of conduct, can 
possibly be made, so that the prmcmlc of pragma- 
tism finds no field of application Let us, I mean, 
assume that the present moment is the absolutely 
last moment of the world, with bare nonennty 
beyond it, and no hereafter for either experience 
or conduct. 

Now I say that in that case there would be no 
sense whatever m some of our most urgent and 
envenomed philosophical and tehgioos debates. 
The question, “Is matter the producer of all 
dungs, or IS a God there too? would, for ex- 
ample, offer a perfectly idle and insignificant al- 
temaove if the world were finished and no more 
of It to come Many of us, most of ns, I thmk, now 
feel as if a terrible coldness and deadness would 
come over the world were we forced to beheve 
that no mformmg spirit or purpose bad to do with 
It, but It merely accidentally had come. The 
actually experienced details of fact might be the 
same on either hypothesis, some sad, some joyous, 
some rational, some odd and grotesque, but with- 
out a God behind them, we think they would have 
somethmg ghastly, they would tell no genume 
story, there would be no speculation m those eyes 
that they do glare with With the God, on the 
other hand, they would grow solid, warm, and al- 
together full of real sigmficance 

But I say that such an alternation of feelings, 
reasonable enough m a consaousness that is pro- 
speenve, as ours now is, and whose world is partly 
yet to come, would be absolutely senseless and ir- 
rational m a purely retrospective consaousness 
summing np a world already past For such a con- 
saousness, no emotional mterest could attach to 
the alternative The problem would be purely m- 
tellectnal, and if unaided matter could, with any 
saenofic plausibility, be shown to cipher out the 
actual facts, then not the faintest shadow ought 
to cloud the mind, of regret for the God that by 
the same ciphermg would prove needless and 
disappear from our belief 

For Just consider the case sincerely, and say 
nhat would be the iDonh of such a God if he 
'were there, nith his work accomplished and his 
world run down He would be worth no more 
than just that world nas worth. To that amount 
of result, tilth its mixed ments and defects, his 
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creative power could attain, but go no farther. 
And since there is to be no future, suice the whole 
value and meaning of the world has been already 
paid in and actualized in the feelings that went 
with it in the passing, and now go with it in the 
ending, since it draws no supplemental sigmficance 
(such as our real world draws) from its function 
of preparing somctlimg yet to come, why then, 
by It we take God’s measure, as it w'ere. He is the 
Being w'ho could once for all do that, and for that 
much we arc thankful to him, but for nothing 
more. But now', on the contran’ hypothesis, 
namely, that the bits of matter following their 
“laws’’ could make that w'orld and do no less, 
should we not be just as thankful to them? 
Wherein should W'C suffer loss, then, if we dropped 
God as an hypothesis and made the matter alone 
responsible? Where would the special deadness, 
“crassness,’’ and ghastliness come in? And how, 
cspcriencc being what it is once for all, w'ould 
God’s presence in it make it any more “living,” 
any richer in our sight? . . . 

Thus if no future detail of experience or con- 
duct IS to be deduced from our hypothesis, the de- 
bate between materialism and theism becomes 
quite idle and insignificant Matter and God in 
that event mean exactly the same thing — the 
power, namely, neither more nor less, that can 
make just this mixed, imperfect, yet completed 
world — and the wise man is he w'ho in such a case 
would turn his back on such a supererogatory dis- 
cussion. Accordingly most men instinctively — and 
a large class of men, the so-called positivists or 
scientists, deliberately — do turn their backs on 
philosophical disputes from which nothing m the 
line of definite future consequences can be seen 
to follow. The verb.!! and empty character of our 
studies IS surely a reproach w'lth which you of 
the Philosophical Union arc but too sadly familiar. 
An escaped Berkeley student said to me at Har- 
vard the other day — he had never been in the 
philosophical department here — “Words, words, 
words, arc all that you philosophers care for.” 
We philosophers think it all unjust, and yet, if 
the principle of pragmatism be true, it is a per- 
fectly sound reproach unless the metaphysical al- 
ternatives under investigation can be shown to 
have alternative practical outcomes, however deli- 
cate and distant these may be. The common man 
and the scientist can discover no such outcomes. 
And if the metaphysician can discern none either, 
the common man and scicnust certainly arc m the 
right of It, as against him. His science is then but 
pompous trifling, and the endowment of a pro- 
fessorship for such a being would be something 
really absurd. 


Accordingly, m every genume metaphysical de- 
bate some practical issue, however remote, is 
really in\ olved To realize this, revert with me to 
the question of materialism or theism, and place 
j'ourselves tins time in die real world w'e live in 
the world that has a future, that is yet uncom- 
pleted W'hilst W’C speak In this unfinished world 
the alternative of “materialism or theisnP” is m- 
tensely practical, and it is w'orth while for us to 
spend some minutes of our hour in seeing how 
truly this is the ease . . . 

Theism and materialism, so indifferent when 
taken retrospectively, point when we take them 
prospccuvcly to w'holly different practical conse- 
quences, to opposite outloolcs of experience. For, 
according to the theory of mechanical evoluaon, 
the laws of redistribution of matter and mouon, 
though thev are certainly to thank for all the good 
hours which our organisms have ever yielded us 
and for all the ideas which our minds now frame, 
arc yet fatally certain to undo their work again, 
and to rcdissolve everything that they have once 
evolved. You all know the picture of the last fore- 
seeable state of the dead universe, as evolutionary 
science gives it fonh. I cannot state it better than 
in A'lr. Balfour’s words “The energies of our 
system will decay, the glory of the sun will be 
dimmed, and the earth, udeless and inert, will no 
longer tolerate the race w'hich has for a moment 
disturbed its solitude. Man will go down into the 
pit, and all his thoughts will perish. The uncas}’ 
consciousness wluch in this obscure comer has for 
a brief space broken the contented silence of tlic 
universe, will be at rest. Matter will know itself 
no longer. ‘Imperishable monuments’ and ‘im- 
mortal deeds,’ death itself, and love stronger than 
death, xviU be as if they had not been. Nor w’lll 
anything that is, be better or worse for all that 
the labor, genius, devotion, and suffering of man 
have striven through countless ages to effect.” 

That IS the sting of it, that in the vast driftings 
of the cosmic weather, though many a jewelled 
shore appears, and many an enchanted cloud-bank 
floats aw'ay, long lingering ere it be dissolved — 
even as our w'orld now Imgers, for our joy — yet 
w'hen these transient products are gone, nothing, 
absolutely itothmg remams, to represent those 
particular qualities, those elements of preciousness 
which they may liav’c enshrined. Dead and gone 
arc they, gone utterly from the very sphere and 
room of being Without an echo; without a mem- 
ory', without an influence on aught that may 
come after, to make it care for similar ideals This 
utter final wreck and tragedy' is of the essence of 
scientific materialism as at present understood. 
The lower and not the higher forces arc the 
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eternal forca, or the last sorviving forces wothin 
the only cycle of cvoluuon sshich we can defi- 
nitelv see Mr Spencer belies es this as much as 
anyone, so whv should he argue with us as if we 
were making silly aesthetic objecnons to the “otoss- 
ncss” of “matter and motion,”— the pnnapTcs of 
his philosophy,— when what really dismays us m 
It IS the disconsolatcncss of its ultenor practical 
results’ 

No, the true objection to materialism is not 
positive but negative. It would be farcical at this 
day to make coniplamt of it for what it ir, for 
“grossness," Crossness is what grossness does — we 
now know that We make complamr of it, on the 
contrary’, for what it is not — not a permanent 
warrant for out more ideal mtercsts, not a ful- 
fillcr of our remotest hopes. 

The notion of God, on the other hand, however 
Infcnor it may be m clearness to those mathe- 
matical notions so current m mechanical philoso- 
phj, has at least this practical supenoriry over 
them, that it miarantecs an ideal order that shall 
be permanently preserved A world with a God 
m It to say the W word, may mdeed bum up 
or freeze, but we then think of Hun as still mind- 
ful of the old ideals and sure to bring them else- 
where to frumon, so that, where He is, tragedy 
is only provisional and partial, and shipwreck and 
dissolution not the absolutely final thmgs. This 
need of an eternal moral order is one of the 
deepest needs of our breast And those poets, like 
Dante and Wordivv otth, who live on the convic- 
tion of such an order, owe to that fact the eictraor- 
dmary tonic and consolmg power of their verse. 
Here then, in these different emotional and praca- 
cal appeals, in these adjustments of our concrete 
attitudes of hope and cxpcctatian, and all the deh- 
cate consequences which their differences entail, 
lie the real meanings of materialism and theism — 
not in hairsplitting abstractions about matter’s in- 
ner essence, or about the metaphysical attributes 
of God Matenalism means simply the denial that 
the moral order is eternal, and the cutting off of 
ultimate hopes, theism means the affirmation of an 
eternal moral order and the letting loose of hope 
Surciv here is an issue genume enough, for anyone 
w ho feels it, and, as long as men arc men, it will 
\icld matter for serious philosophic debate Con- 
cemmg this question, at any rate, the positivists 
and pooh-pooh-ers of mctaphj'sics arc m the 
WTong 

Now if vve look at the definitions of God made 
bv dogmatic theology, we sec immediately that 
some stand and some fall when treated by this 
test God, for cvamplc, as anv orthodox text-book 
wall tell us, is a being existing not only per se, 


or by himself, as created beings exist, but a re, or 
from himself, and out of this “oseity'” flow most 
of his perfections. He is, for example, necessary, 
absolute, infinite m all respects, and smgle He is 
simple, not compounded of essence and existence, 
substance and accident, actuahty and potennahty, 
or subject and attributes, as are other things. He 
belongs to no genus, he is mw'ardly and outwardly 
unalterable, he knows and wills all things, and first 
of all his own mfimte self, in one mdivisible eternal 
act. And he is absolutely self-sufiicmg and infi- 
mtely happy — Now m which one of us practical 
Americans here assembled docs this conglomera- 
tion of attributes awaken any sense of reality? 
And if in no one, then why not? Surely because 
such attributes awaken no responsive active feel- 
mgs and call for no particular conduct of our own 
How' does God’s “aseity” come home to you? 
What specific thing can 1 do to adapt myself to his 
"simphciiy”? Or how determine our behavior 
henceforth if his "fehcity” is anyhow absolutely 
complete? The attributes which I have 
quoted have absolutely nothing to do with re- 
Ugion, for religion is a Ivvmg practical affair Other 
parts, indeed, of God’s traditional description do 
nave practical connection with life, and have 
owed all their histone importance to that fact. His 
omniscience, for example, and his justice With 
the one he secs us m the dark, with the other he 
rewards and punishes what he sees So do his 
ubiquity and ctermty and unidterabibty appeal to 
our confidence, and his goodness banish out fears. 
Even attributes of less meanmg to this present 
audience have m past times so appealed One of 
the chief attributes of God, according to the or- 
thodox iheolog)', IS his mfimte love of himself, 
proved by askmg the question, what but an 
infinite object can an infinite affection be ap- 
peased?” An immediate consequence of this pn- 
maiy self-love of God is the orthodox dogma that 
the manifestation of his own glory is God’s primal 

a ose m creation, and that dogma has certamly 
: verv' efficient practical connection with life. 
It IS true that we ourselves arc tending to outgrow 
this old monarchical concepnon of a Deity with 
his “court” and pomfi — “his state is kingly, thou- 
sands at his bidding speed,” etc — but there is no 
denying the enormous influence it has had over 
ecclesiastical history, nor, by repercussion, over 
the history of European states And yet even these 
more real and significant attributes have the trad 
of the serpent over them as the books on theology 
have actually worked them out. One feels that, m 
the theologians’ hands, they arc only a set of 
dicuonaty-adjecnves, mcchamcally deduced, logic 
has stepped into the place of vision, professional- 
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ism into tliat of life. Instead of bread we get a 
stone, instead of a fish, a serpent Did such a con- 
glomeration of abstract general terms give really 
the gist of our knowledge of the Deity, divinit}'- 
schools might indeed continue to flourish, but re- 
ligion, \ital religion, w'ould have taken its flight 
from this world. \\'hat keeps religion going is 
somethmg else tlian abstract definitions and sys- 
tems of logically concatenated adjectives, and 
something different from faculties of theology 
and their professors. All these things arc aftcr- 
efleers, secondarj' accretions upon a mass of con- 
crete religious experiences, connecting themselves 
with feeling and conduct that renew’ themselves 
m Stccula Sccciilontin in the lives of humble pri- 
vate men. If you ask what tlicsc experiences arc, 
they are conversations with the unseen, voices 
and visions, rc,sponses to prayer, changes of heart, 
deliverances from fear, inflowings of help, assur- 
ances of support, w'hcncver certain persons set 
their own internal attitude in certain appropriate 
w'ays. Tlic power comes and goes and is lost, and 
can be found only in a certain definite direction, 
just as if It were a concrete inatcri.al tiling. These 
direct experiences of a wider spmtual life with 
which our superficial consciousness is continuous, 
and with which it keeps up an intense commerce, 
form the primary mass of direct religious experi- 
ence on w'hicli all hearsay religion rests, and xvhich 
furnishes that notion of an ever-present God, out 
of w’hich sj’stcmatic theolog)’ thereupon proceeds 
to make capital in its own unreal pedantic way. 
What the word “God" means is just those passive 
and active experiences of your life. . . . 

I can best continue to recommend the principle 
of practicalism to you by keeping in the neighbor- 
hood of this theological idea. I remmded you a 
few’ minutes ago that the old monarchical notion 
of the Deity as a sort of Louis the Fourteenth of 
tlie Heavens is losing nowaday much of its ancient 
prestige. Religious philosophy, like all philosophy, 
IS prowing more and more idealistic. And m the 
philosophy of the Absolute, so called, that post- 
Kantian /omi of idealisan xvhich is carrying so 
many of our higher minds before it, we have the 
triumph of xvhat m old times was summarily dis- 
posed of as the pantlieistic heresy, — I mean the 
conception of God, not as the c-Xtrancous creator, 
but as the indwelling spirit and substance of the 
xvorld. I k'liow not where one can find a more 
candid, more clear, or, on the whole, more per- 
suasive statement of this theology of Absolute 
Idealism than in the addresses made before this 
very Union three jears ago by your own great 
Californian philosopher (whose colleague at Har- 
vard 1 am proud to be), josiah Royce. His contri- 


butions to tlie resulting volume, The Conception 
of God, fonn a very m.asterpiece of popularita- 
uon. Now you will remember, many of you, that 
in the discussion that follow ed Professor Rovcc’s 
first address, the debate turned largely on the ideas 
of unity and plurality, and on the question 
whether, if God be One in All and All in All, 
“One xx’ith the unitx' of a single instant,” as Royce 
calls It, “forming in His xvlioleness one luminoilslv 
transparent moment,” any room is left for real 
mor.-Uit}' or freedom. . . . 

The question whether the world is at bottom 
One or Many is a tj'pical metaphysical question 
Lonp has it raged' In its crudest form it is an ex- 
quisite example of the loggerheads of metaphysics. 
“I say It is one great fact,” Parmenides and Spinoza 
exclaim. “1 say it is many little facts," reply the 
atomists and associationists. “I say it is both one 
and many, many in one,” say the Hegelians, and 
in the ordinary popular discussions we rarely get 
beyond this barren reiteration by the disputants of 
tiieir pet adjectix’es of number. But is it not first 
of all clear that when we take such an adjective as 
“One” absolutely and abstractly, its meaning is so 
vague and enipty that it makes no difference 
whether we affirm or deny it? Certainly this uni- 
x’crse is not the mere number One, and yet you 
can number it “one,” if you like, in talking about 
It as contrasted with other possible xvorlds num- 
bered “txvo” and “tlirce” for the occasion. What 
exact thing do you practically mean by “One," 
when you call the universe One, is the first ques- 
tion you must ask. In xvhat xvays docs the oneness 
come home to x'our own personal life? By xvhat 
difference does it express itself in your experience? 
Hoxv can you act differently toxvards a universe 
xvhich is one? Inquired into in this xvay, the unity 
might groxv clear and be affirmed in some xvays 
and denied in others, and so cleared up, even 
though a certain vague and xvorshipful porten- 
tousness might disappear from the notion of it in 
the process. 

For instance, one pracdcal result that follows 
xvhen xve have one tlung to handle, is that xve can 
pass from one part of it to another xx'ithout letting 
go of the thing. In this sense oneness must be 
partly denied and partly affirmed of our universe. 
Physically xve can pass continuously in various 
manners from one part of it to another part. But 
logically and psychically the passage seems less 
easy, for there is no obvious transition from one 
mind to another, or from minds to physical tilings. 
You hax’e to step off and gee on again, so that in 
these xvays the xvorld is not one, as iiicasurcd by 
that practical test. 

Another practical mcanmg of oneness is sus- 
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ctptibility of coliccrion A collection is one, 
thouKh the things that compose it be many Now, 
can Mc practically ‘‘collea’' the umversc’ Physi- 
ciU> , of course n e cannot. And mentally we can- 
not, if \ic take It conctctel) m its details. But if 
we take it summarily and abstractly, then we col- 
lect It mentally whcnci cr we refer to it, even as 
1 do now when I fling the term “umverse" at it, 
and so seem to leave a menul ring around it. It is 
plain, hoiieier, that such abstract noetic unity 
(as one might call it) is practically an extremely 
insignificant thing 

Agaui, oneness may mean genenc sameness, so 
that )ou can treat all parts of the collection by 
one rule and get the same results. It is endent that 
in this sense the oneness of our world is mcom- 
plcte, for m spite of much genetic sameness m its 
elements and items, they soli remain of many 
irreducible kinds. You can’t pass by mere logic all 
01 ct the field of it. 

Its elements haie, however, an affimty or com- 
mettsurability with each other, are not wholly ir- 
rclcient, but can he compared, and fit tog^er 
after certain fashions. This agam might pracucally 
mean that they were one in origm, and that, trac- 
mg them backw ards, we should find them arising 
in a single primal causal fact. Such unity of origin 
■would haic defimte practical consequences, would 
have them for our scientific life at least 

I can give only these hasty superficial indica- 
tions of w hat I mean when I say that it tends to 
clear up the quarrel between monism and plural- 
ism to subject the notion of unity to such practical 
tests. On the other hand, it docs but perpetuate 
strife and misunderstanding to continue talking 
of It m an absolute and mystical way. I have little 
doubt mj'sclf that this old quarrel might be com- 
pletely smoothed out to tne satisfaction of all 
claimants, if only the maxim of Peirce were me- 
thodically followed here The current monism on 
the whole still keeps talking in too abstract a way. 
It saw the w orld must be eitlicr pure disconnect- 
edness, no umverse at all, or absolute unity It 
insists that there is no stopping-place half way 
Any connection whatever, says this monism, is 
only possible if there be stdl mote connection, 
until at last we are driven to admit the absoluteh 
total connection required But this absolutely total 
connection cither means nothing, is the mere word 
“one” spelt long, or else it means the sum of all 
the partial connections that can possibly be con- 
ceived I believe tliat when W'C thus atuck the 
question, and set ourselves to search for these 
possible connccaons, and conceive each m a defi- 
nite praaical way, the dispute is already m a fair 
w ay to be settled bc\ ond the chance of mtsundcr- 
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standing, by a compromise m which the Many 
and the One both get their lawful nghts. 

But I am m danger of becoming technical, so 
I must stop right here, and let you go 

I am happy to say that it is the English-speaking 
philosophers who first introduced the custom of 
interpreting the meaning of conceptions by asking 
what difference they make for life Mr Peirce has 
only expressed in the form of an eiphcit maxim 
what their sense for reality led them all instinc- 
nvely to do The great English way of mvesagat- 
ing a conception is to ask yourself nght off, 
TVhat IS it as? In what facts does it result? 

What IS Its casb-value, m terms of particular ex- 
perience’ and what special difference would come 
mto the world accotduig as it were true or false?” 
Thus does Locke treat the conception of personal 
identity What you mean by it is just your chain 
of memories, says he. That ts the only concretely 
verifiable part of its significance AH further ideas 
about it, such as the oneness or manyness of the 
spiritual substance on which it is based, are there- 
fore void of mtelhgible meanmg, and propositions 
touching such ideas may be indifferently affirmed 
or denied So Berkeley with his “matter” The 
cash-value of matter is our physical sensacioas. 
That IS what it is known as, all that we concretely 
verify of its concepnon. That therefore is the 
whole meaning of the word “matter” — any other 
pretended meanmg is mere wind of words. Hume 
does the same thmg with causaDon. It is known as 
habitual antecedence, and tendency on our part 
to look for something definite to come Apart 
from this pracacal meanmg it has no significance 
whatever, and books about it may be committed 
to the flames, says Hume Steward and Brown, 
James Mill, John Mill, and Bam, have followed 
more or less consistently the same method, and 
Shadworth Hodgson has used it almost as ex- 
plicitlv' as Air Peirce. These wnters have many 
of them no doubt been too sweepmg m them 
negations. Home, in pamcular, and James Mill, 
and Bam But when all is said and done, it was 
they, not Kant, who introduced “the critical 
method” mto philosophy, the one method fitted 
to make philosophy a study worthy of serious 
men. For what seriousness can possibly remain in 
debating philosophic propositions that will never 
make an appreciable difference to us m action? 
And what matters it, when all propositions are 
practically meaningless, which of them be called 
true or false? 

The sliortcormngs and the negations and bald- 
nesses of the English philosophers in question 
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come, not from their eye to merely practical re- 
sults, but solely from their failure to track the 
practical results completely enough to sec how far 
they extend Hume can be corrected and built out, 
and his bchefs enriched, by using Humian prm- 
ciples exclusively, and x\ ithout makmg any use of 
the circuitous and ponderous artificialities of Kant 
It IS indeed a somewhat pathetic matter, as it 
seems to mo, that this is not the course which the 
actual history of philosophy has followed Hume 
had not Enghsh successors of adequate ability to 
complete him and correct his negations, so it 
happened, as a matter of fact, that the building 
out of critical philosophy has mainly been left to 
thinkers who were under the influence of Kant 
Even m England and this country it is with Kant- 
ian catch-words and categories that the fuller view 
of life IS pursued, and m our umversities it is the 
courses in transcendentalism that kmdle the en- 
thusiasm of the more ardent students, whilst the 
courses in English philosophy are committed to a 
secondaty place I cannot thmk that this is exactly 
as It should be. And I say this not out of naaonal 
jingoism, for jingoism has no place in philosophy; 
or out of ex’citement over the great Anglo- 
American alhance against the world, of which we 
nowadays hear so much — though heavens knows 
that to that alliance 1 wish a God-speed, I say it 
because I sincerely believe that the English spirit 
m philosophy is inteOectually, as well as practi- 
cally and morally, on the saner, sounder, and truer 

ANDREW 

In the caueer and opinions of Andrew Car- 
negie (1835-1919) — barring certain heresies 
on protection — William Graham Sumner 
might have seen his social philosophy jusnfied 
in acnon. A boy, born poor and beginmng at 
the bottom of the industrial ladder, takes ad- 
vantage of material resources and social free- 
dom to make a fortune for himself while he im- 
proves industrial processes and raises the stand- 
ards of living of society generally In a climate 
of freedom, social welfare is achieved. The 
beneficiaty^ of the free enterprise s)'^stem is 
conscious of the bases for his success, and he 
is so grateful for the opportunity which social 
freedom has given him that he devotes part of 
his wealth not to the futilities of eleemosynary 
giving but to increasing the chances for other 


path. Kant’s irund is the rarest and most intnatc 
of all possible antique bric-a-brac museums, and 
connoisseurs and dilettanti will always wash to 
visit It and see the wondrous and raev contents. 
The temper of the dear old man about his work is 
perfectly delectable. And yet he is rcalK— al- 
tliough I shrink wath some terror from saj'uig such 
a thing before some of you here present — at bot- 
tom a mere curio, a “specimen ’’ I mean by this 
a perfectly defimte thmg I believe that Kant be- 
queathes to us not one single conception winch is 
both indispensable to philosophy and w'hich phi- 
losophy either did not possess before him, or was 
not destined mevitably to acquire after him 
through the grow’th of men’s reflecDon upon the 
hypothesis by which science interprets nature. 
The true Ime of philosophic progress lies, in short, 
it seems to me, not so much through Kant as romd 
him to the point w here now w'e stand. Philosophy 
can perfectly well outflank him, and build herself 
up into adequate fulness by prolonging more 
directly the older English Imes. 

May I hope, as I now conclude, and release your 
attention from the stram to which you have so 
kindly put it on my behalf, that on this wonder- 
ful Pacific Coast, of which our race is taking 
possession, the principle of practicalism, in which 
1 have tried so hard to interest you, and with it 
the w'hole English tradition in philosophy, will 
come to its rights, and in your hands help the rest 
of us in our struggle tow’ards the light, 

CARNEGIE 

young men to follow his e.\amplc That was 
how Carnegie read the lesson of the American 
promise. 

Andrew Carnegie was an outstanding ex- 
ample of the opportunities and achievements 
of industrial capitalism. He made steel cheaply, 
paid his workers well, and left his fortune for 
social purposes. In addition to being a success- 
ful captain of industry'-, he was also a notably' 
articulate one. His Trhnnphaiit Democracy 
(1886) is a paean in praise of American insn- 
tutions The republic had weathered every' 
threatened danger as well as a destructive civil 
war; now it stood at a pinnacle of success; its 
farms, factories, and mines were outproducing 
those of monarchical Europe, and its culture 
was keeping pace w'lth its material advance. 
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In lectures, addresses, and magazine articles, 
Carnegie continued that tribute to Amcnca 
through the nert three decades Any young 
man could win uealth if he uctc sufficiently 
able, temperate, and enterprising Once he had 
non that wealth, he was obligated to use it 
well, houcrer, not endomng his sons with 
fortunes that would rum them, but increasing 
the nelfare of his country He therefore ar- 
gued for the abolition of inheritance 
So far as the country itself tvas concerned. 
It u ould be best served by men minding their 
onu busmess In time of crisis, the United 
States would find leaders, as it had found them 
dunng the a\il Wat In time of peace, men 
could concern themselves with affairs more 
significant than the routine of political admin- 
istraaon, for America had settled all her real 
problems she was a free republic where 
church had been separated from sate and edu- 
cation u'as free to all As for the doubts of the 


present, those were, on the whole, utterly un- 
justified Consolidation in industiy' did not 
mean high pnees or the narrowmg of oppor- 
nmitv low costs would bnng low pnees and 
corporanons would seek abdity and reward 
It mth profit as in the past. ITic world was 
swinging into an era of peaceful industrial 
advance. 

Carnegie was ovetsanguine, of course there 
were problems that needed governmental m- 
ten'enBon And all industnalists — particularly 
in this early and fair day of America’s great 
technical accomplishments — ^u'ere not as so- 
cially conscious as he. His confidence m Amer- 
ica IS the pomt, however the optimism and 
equahtananism that had been there from the 
very beginning were going to keep America 
great. 

The selecnon reprinted here is from an ad- 
dress dehvered at Umon College in January, 
1895. 


Wealth and Its Uses 

BY ANDREW CARNEGIE 


. , . Now, ivHAT IS wealth? How is it created and 
distributed? There arc not far from us immense 
beds of coal which hale lam for millions of years 
useless, and therefore valueless Through some 
eipcnment, or perhaps accident, it was discovered 
that black stone would bum and give forth heat. 
Alen sank shafts, erected machmery, mmed and 
brought forth coal, and sold it to the community 
It displaced the use of wood as fuel, sav at one- 
half the cost Immediately every bed of coal be- 
came valuable because useful, or capable of being 
made so, and here a new article worth hundreds, 
\ es, thousands of millions was added to the wealth 
of the community A Scotch mcchamc one day, 
as the story goes, gazing into the fire upon which 
water w as boilmg in a kettle, saw the steam raise 
the lid, as hundreds of thousands had seen before 
hun, but none saw in that sight what he did — the 
steam engine, which does the work of the world at 
a cost so infinitely trifling compared with what 
the plans known before involved, that the wealth 
of the world has been mcreased one dare not 
estimate how much The saving that the com- 
munitv makes is the root of w ealth in any banch 
of material development Now, a young man's 
labour or sen ice to the community creates w ealth 


just m proportion as his semce is useful to the 
commumty, as it either saves or improves upon 
existing methods Commodore Vanderbilt saw, I 
think, thirteen different short railway Imes be- 
tween New York and Buffalo, mvolving thirteen 
different managements, and a disjointed and tedi- 
ous service Albany, Schenectady, Utica, Syracuse, 
Auburn, Rochester, etc., were heads of some of 
these compames. He consolidated them all, mak- 
mg one direct line, over which your Empire State 
E-xpress flics fifty-one miles an hour, the fastest 
time in the world, and a hundred passengers pa- 
tronize the lines where one did in olden days He 
rendered the community a special service, which, 
bemg followed by others, reduces the cost of 
bringing food from the prunes of the West to 
your doors to a tnfling sum per ton He produced, 
and is every' day' producing, untold wealth to the 
community' by so doing, and the profit he reaped 
for himself was but a drop in the bucket compared 
with that which he showered upon the State and 
the nation 

Now, m the olden days, before steam, elec- 
tricity', or any ocher of the modem mvenoons 
vvhich unitedly have changed the whole aspect of 
the w orld, ev cry'thmg was done upon a small scale. 
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There was no room for great ideas to operate 
upon a large scale, and thus to produce great 
wealth to the in\ enter, discoverer, originator, or 
executive New invcnuons gave this opportunity, 
and many large fortunes were made by indi- 
viduals But in our day we are rapidly passing, if 
we have not already passed, tins stage of develop- 
ment, and few large fortunes can now be made m 
any part of the world, except from one cause, the 
rise in the value of real estate. Manufacturing, 
transportation both upon the land and upon the 
sea, banking, insurance, have all passed into the 
hands of corporations composed of hundreds and 
m many cases thousands of shareholders. The 
New York Central Railroad is owned by more 
than ten thousand shareholders, the Pennsylvania 
Railroad is owned by more people than the vast 
army which it employs, and nearly one-fourth of 
the number arc the estates of women and children. 
It IS so with the great manufacturing companies; 
so with the great steamship lines, it is so, as you 
know, with banks, insurance companies, and in- 
deed with all branches of business. It is a great mis- 
take for young men to say to themselves, “Oh' 
we cannot enter into business.” If any of you have 
saved as much as S50 or Si 00, 1 do not know any 
branch of business into which ^ou cannot plunge 
at once You can get your certificate of stock and 
attend the meeting of stockholders, make your 
speeches and suggestions, quarrel with the presi- 
dent, and instruct the management of the affairs 
of the company, and have all the rights and influ- 
ence of an owner. You can buy shares in anything, 
from newspapers to tenement-houses, but capital 
is so poorly paid in these days that I advise you to 
exercise much circumspection before you invest. 
As I have said to workingmen and to mmisters, 
college professors, artists, musiaans, and physi- 
aans, and all the professional classes Do not in- 
vest m any business concerns whatever, the risks 
of busmess are not for such as you. Buy a home 
for yourself first, and if you have any surplus, buy 
another lot or another house, or take a mortgage 
upon one, or upon a railway, and let it be a first 
mortgage, and be satisfied with moderate mtcrest. 
Do you know that out of every hundred that 
attempt business upon their own account statistics 
are said to show that ninety-five sooner or later 
fail? I know that from my own experience. 1 can 
quote the lines of Hudibras and tell you, as far 
as one manufacturmg branch is concerned, that 
what he found to be true is still true to an eminent 
degree to-day: 

“Ay me' What perils do environ 
The man that meddles with cold iron.” 


The shareholders of iron and steel concerns 
to-day can certify that this is so, w hether the iron 
or steel be hot or cold; and such is also the case 
m other branches of business. 

The principal complaint against our industnal 
conditions of to-day is that they cause great 
wealth to flow into the hands of the few. Micll, of 
the very few, indeed, is this true. It was formerlv 
so, as I have explamed, immediately after the new 
inventions had changed the condmons of tiie 
world. To-day it is not true. Wealth is being more 
and more distributed among the many Tlic 
amount of the combined profits of labour and 
capital which goes to labour was never so great 
as to-day, the amount going to capital never so 
small. While the earmngs of capital have fallen 
more than one-half, in many cases have been en- 
tirely obliterated, statistics prove that the earnings 
of labour were never so high as they were previous 
to the rdeent unprecedented depression m busi- 
ness, while the cost of living, — the necessaries of 
life, — have fallen in some cases nearly one-half. 
Great Britam has an income tax, and our country 
is to be subject to this imposition for a time. The 
British returns show that during the eleven years 
from 1876 to 1887 the number of men receiving 
from $750 to $1,500 per year, increased more than 
II per cent., while die number receiving from $5,- 
000 to $25,000 actually decreased z¥j per cent. 

You may be sure, gendemen, that the question 
of the distribution of wealth is setding itself 
rapidly under present conditions, and settling it- 
self in the right direction. The few rich are getting 
poorer, and the toiling masses are getting richer. 
Nevertheless, a few exceptional men may yet make 
fortunes, but these will be more moderate than m 
the past. This may not be quite as fortunate for 
the masses of the people as is now believed, be- 
cause great accumulations of wealth in the hands 
of one enterprising man who still toils on arc 
sometimes most productive of all the forms of 
wealth. Take the richest man the world ever saw, 
who died in New York some years ago. Mfliat was 
found in his case? That, with the cxcepuon of a 
small percentage used for daily expenses, his entire 
fortune and all its surplus earnings were invested 
m enterprises which developed the railway system 
of our country, xvhich gives to the people the 
cheapest transportation known. Whether the nul- 
lionnaire wishes it or not, he cannot evade the 
law which under present conditions compels him 
to use his millions for the good of the people. All 
that he gets during the few years of his life is 
that he may live in a finer house, surround lumself 
with finer furmture, and works of art which may 
be added he could even have a grander hbrary. 
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more of the gods around him, but, as far as I 
hate known nuDionnaircs, the library' is the least 
used parr of what he would probably consider 
"fumirure” m all his mansion. He can eat richer 
food and dnnV nchet wmes, which only hurt him. 
But truly the modem miUionnaire is generally a 
man of very simple tastes and even miserly habits. 
He spends little upon himself, and is the toilmg 
bee laying up the honey in the industnal hive, 
which all the inmates of that hive, the commumty 
m general, will certainly enjoy 
The bees of a hive do not destroy the honey- 
malang bees, but the drones It will be a ercat 
misukc for the community to shoot the miflion- 
naites, for they are the bees that make the most 
honey, and contribute most to the hive even after 
they ha\c gorged themselves full Here is a re- 
markable fact, that the masses of the people in any 
country arc prosperous and comfortable just m 
proportion as there arc miUionnaires. Take Russia, 
with Its population lirtle better than serfs, and liv- 
ing at the pomt of starvation upon the meanest 
possible fare, such fare os none of out people 
could or would eat, and you do not find one mil- 
hounaire m Russia, always eicepang the Emperor 
and a few nobles who own the land, owing to their 
political sj’stem It is the same, to a great estent, 
m Germany There are only two millionnaires 
known to me in the whole German Empire In 
France, where the people arc better off than m 
Germany, you cannot count one half-dozen mil- 
Iionnaircs m the whole country In the old home 
of our race, in Britain, which is the richest coun- 
try m all Europe — the richest country m the w'orld 
sale one, our own — there are more miUionnaires 
than m the whole of the rest of Europe, and its 
people ate better off than m any other You come 
to our own land we have more miUionnaires than 
in alt the rest of the world put together, although 
W’c haie not one to every ten that is reputed so 
I hare seen a list of supposed miUionnaires pre- 
pared h) a w cll-know n lawyer of Brooklyn, wiuch 
made me laugh, as it has made many others. I 
saw men rated there as miUionnaires who could 
not pai their debts. Many should have had a 
apher cut from their $1,000,000 
The mvennons of to-day lead to concentrating 
mdustnal and commercial affairs into huge con- 
cerns. You cannot w ork the Bessemer process suc- 
cessful!) wuthout employ mg thousands of men 
upon one spot You could not make the armour 
for ships w ithout first csjacnding sei cn miUions of 
dollars, as the Bethlehem Company has spent. 
You cannot make a j'ard of cotton gooi in 
competition wuh the world without having an 
immense factory and thousands of men and 


women aiding ua fbe process. The great clcctnc 
establishment here m your town succeeds because 
It has spent milbons, and is prepared to do its 
work upon a great scale. Under such conditions it 
IS impmsible but that wealth wiU flow mto the 
hands of a few men m prosperous tmics beyond 
their needs. But out of fifty great fortunes which 
Mr Blaine had d hst made of he found only one 
man who was reputed to have made a large for- 
tune m manufacturing These are made from real 
estate more than from all other causes combined, 
next follows traJisporracion, banking The whole 
manufacturing world fu rnis hed but one milhon- 
naire. 

But assummg thst surplus wealth flows mto the 
hands of a few men, what is their duty? How is 
the struggle for dollars to be lifted from the sordid 
atmosphere surTOundmg business and made a noble 
career? Now, wealth has hitherto been distributed 
in three wavs The first and chief one is by wilhiig 
it at death to the family Now, beyond bequeath- 
ing to those dependent upon one the revenue 
needful for modest and independent hving, is such 
a use of wealth either right or wise? I ask you 
to thmk over the result, as a rule, of milUons given 
over to young men and women, the sons and 
daughters of the rmllionnaire You will find that, 
as a rule, it is not good for the daughters, and this 
is seen in the character and conduct of the men 
who marry them Nothmg is truer than this, 
that as a rule the “almighty doUar” bequeathed to 
sons or danghters by milbons proves an almighty 
curse. It IS not the good of the child which the 
mdlionnaire parent considers when he makes 
these bequests, it is his owm vanity, it is not affec- 
uon for the child, it is sclf-glonficanon for the 
parent which is at the root of this mjunous dis- 
posiaon of wealth. There is only one thing to be 
said for this mode, it furnishes one of the most 
efficaaous means of rapid distribution of wealth 
ever known 

There 15 a second use of wealth, less common 
than the first, which is not so mjorious to the 
commumty, but which should bnnj; no credit to 
the testator Money 15 left by miUionnaires to 
public msntuaons when they must relax their 
grasp upon ic. There is no grace, and can be no 
blessing, m givmg what cannot be withheld Ic is 
no gift, because it is not cheerfully given, but only 
granted at the stem summons of death The mis- 
carriage of these bequests, the litigation connected 
with them, and the manner m winch they arc frit- 
tered away seem to prove that the Fates do not 
regard them with a kindly eve. We arc never 
wnthout a lesson that the only mode of produang 
lastmg good by giving large sums of money is for 
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the millionnairc to ghc as close attention to its 
distribution during his life as he did to its acquisi- 
tion. . . . 

The third use, and tlie only noble use of surplus 
wealth, IS this: That it be regarded as a sacred 
trust, to be administered by its possessor, into 
whose hands it flows, for the highest good of the 
people. Man docs not Inc by bread alone, and five 
or ten cents a day more revenue scattered over 
thousands would produce little or no good. Ac- 
cumulated into a great fund and expended as Mr. 
Cooper espended it for the Cooper Institute, it 
establishes something that will last for generations. 
It will educate the brain, the spiritual part of man. 
It furnishes a ladder upon which the aspiring poor 
may climb, and there is no use whatever, gentle- 
men, trying to help people who do not help them- 
selves. You cannot push any one up a ladder unless 
he be willing to climb a little himself, \\flicii you 
stop boosting, he falls, to his injury. Therefore, I 
hat c often said, and I now repeat, that the day is 
coming, and already we see its dawn, in which 
the man who dies possessed of millions of avail- 
able wealth which was free and in his hands ready 
to be distributed will die disgraced. Of course I 
do not moan that die man in business may not 
be stricken down with his capital in the business, 
winch cannot be withdrawn, tor capital is the tool 
with which he works liis wonders and produces 
more wealth. I refer to the man who dies possessed 
of millions of securities wliicli arc held simply for 
the interest they produce, that he may add to his 
hoard of miserable dollars. By administering sur- 
plus wcaltli during life great wealth may become 
a blessing to the community, and the occupation 
of the business man accumulating wealth may be 
elevated so as to rank witli any profession. In tins 
way he may take rank even with the physician, 
one of the highest of our professions, because he 
too, in a sense, will be a physician, looking after 
and tr) ing not to cure, but to prevent, the ills of 
humanity. . . . 

I may justly divide young men into four classes: 

First, those who must work for a living, and 
set before them as their aim die acquisition of a 
modest competence — of course, with a modest 
but picturesque cottage m the country and one 
as a companion “who maketh sunshine in a shady 
place” and is the good angel of his life. The motto 
of this class. No. i, might be given as “Give me 
neither povert}' nor riches.” “From the anxicncs 
of poverty as from the responsibilities of wealth, 
good Lord, deliver us.” 


Class No. 2 , comprising those among you wLo 
are determined to acquire wealth, whose aim in 
life IS to belong to that much-talkcd-of and 
grandly abused class, the millionnaircs, those who 
start to labour for the greatest good of the great- 
est number, but the greatest number always num- 
ber one, the motto of this class being short and to 
the point- “Put money m thy purse " 

Now, the third class comes along. Tlie god they 
worship is neither wealth nor happiness. They 
arc inflamed with “noble ambition,” the desire of 
fame is die controlling element of their lives. Now, 
while this is not so ignoble as the desire for ma- 
terial wealth. It must be said that it betrays more 
vanity. The shrine of fame has many worshippers. 
The element of vanity is seen in its fiercest phase 
among those who come before the public. It is 
well known, for instance, that musicians, actors, 
and even painters — all the artistic class — arc pe- 
culiarly prone to excessive personal vanity. Tliis 
has often been wondered at, but the reason prob- 
ably is that the musician and the actor, and even 
the painter, may be transcendent in his special 
Imc witliout being even highly educated, without 
having an all-around brain. Some pcculianucs, 
some one element in his character, may give him 
prominence or fame, so that his love of art, or of 
use through art, is entirely drowned by a narrow, 
selfish, personal vanity. But we find this liability 
m a lesser degree all through the professions, the 
politician, the lawyer, and, with reverence be it 
spoken, sometimes the minister; less, I think, 
in the physician dian m any of the profes- 
sions. . . . 

But there is a fourth class, higher than all the 
preceding, who worship neither at the slirine of 
wealth nor fame, but at the noblest of all shrines, 
the shrine of service — service to the race. Self- 
abnegation is Its watchword. Members of this 
inner and higher circle seek not popular applause, 
arc concerned not with being popular, but with 
being right. They say with Confucius- “It con- 
cerneth me not that I have not higli office, wliat 
concerns me is to make myself worthy of office." 
It IS not cast down bv poverty, neitlicr unduly 
elated by prosperity. The man belonging to tins 
class simply seeks to do his duty day by day in 
such manner as may enable him to honour him- 
self, fearing nothing but his own self-reproach. 
1 have known men and women not prominently 
before the public, for tins class courts not prom- 
inence, but who in their lives proved themselves 
to have reached this ideal stage. . . . 
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Unuke many of the Englishmen who visited 
the United States durmg the eighties, James 
Brj’ce (1858-1922) did not content himself 
tnth a homed railroad trip followed by an 
ei^ually hnrncd volume of comment. Three 
)oumc)'s m Amcnca preceded the actual writ- 
ing of the Awtncan CoTimionuealth and when 
the hooh appeared, in 1888, it was cs'ident that 
the United States of the post-ReconstrucDon 
period had found a worthy interpreter 
Bryce’s Scottish origin and education gave 
his obscnation a sympathetic detachment un- 
coiored fay the insularity perceptible even m 
hfatthtw Arnold The histonan’s practice, for 
the Holy Rmiian Eviptre had already non 
Bryce a European reputation, helped him see 
the present in the light of the past Bty'ce was 
1 tratcler and a working journalist as well, he 
had been a fairly successful lawyer — though 
he ceased to practice m 1882— and had been 
returned to Parliament Thus, he had sufficient 
Mpenence of the actualities of pohocs to be 
able to appreciate the living facts of the Ameri- 
can political process 

^’et it cannot be said that Bryce earned 
through his original purpose he had intended 
to describe the “more sahent social and intel- 
lectual phenomena of contemporary Amcnca,” 
but the greater part of his three large tolumes 
IS concerned w ith elucidating Amcncan politi- 
cal institutions He is, therefore, most at home 
u hen dcscnhing the Amcncan Icgisbturc, the 
standardized look of the Amcncan town, or 
the glones of the legal institutions which the 
United States has inhcntcd from Encland 
After depicting the organization and acntitics 
of the rcdcral goicmmcnt, Bryce turns to the 
flares. 

k IS the states that come closest to the daily 


life of Amencans and it is their activities that 


best show Amcncan poliocs m process The 
Federal Constitution is of a “laudable brevity,” 
Bryce notes, but the state consriiuaons do not 
follow that example, they have not relied on 
the courts to protect the popular will, but have 
limited their legislatures by consDtutions 
which grow longer and more detailed at each 
revision That tendency to make imnute codes 
of state consatudons illustrates the essentially 
conservanve nature of American demowacy, 
which assumes that “every new measure is 
pTwia jacit likely to do more harm than good’' 
and, consequently, restrains its iegislamres not 
merely by consatuaonal check but by cxecu- 
Dve veto and judicial review 
The mulnphcity of governments, local, slate 
and federal, requires a correspondingly elabo- 
rate political organization to operate them and 
that, m tom, necessitates strong political par- 
ties. In contrast to European experience, no 
American political contest has ever turned on 


questions of religion, race, land tenure or form 
of government, much less upon the threaten- 
ing battle of poor men against nch. Centralism 
versus federalism, the love of order struggling 
with the love of liberty, these have been the 
nvo sources of Amcncan parry conflicts By 
the middle eighncs, those conflicts had abated, 
hence, present party battles were for control of 
the patronage 

The lack of real difference of pruicipk had 
not l^ened popular interest m public affairs, 
It had merely professionalized the practice of 
politics and dnven “qmet and fastidious” men 
from the arena m which hoses turned party 
conventions mto gatherings of puppets and 
cities became bywtords for inefficiency and 
corruption Ei cn quiet and fastidious mm had 
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a boiling point, however, and Br)xe describes 
the “better element” in its struggle agajnst the 
Boss, a futile struggle for the most part since 
lapse from part)' regularit)' is still considered 
socially reprehensible, and “well-conducted 
men of small means” remain singularly apa- 
thetic. To balance that indifference and the 
consequent failure of municipal government 
to perform its proper functions, Brj’ce reminds 
his readers that only one seventh of the people 
of the United States live in cities and that 
smaller communities are less affected by the 
prevalent corruption than by their own un- 
willingness to spend money on necessarj' pub- 
lic ser\'iccs. 

From the practice of party government, 
Br)'ce proceeds to consider the social attitudes 
which make that practice possible. Americans 
are so bludgeoned by their press that they dis- 
count charges of misgovemment. And they 
are so conditioned to optinusm that they be- 
lieve leaders will come forth when their coun- 
tr)' needs them. Since polidcal intelligence is 
well diffused in the United States, its people 
look to each other rather than to leaders for 
guidance. Americans have small respect for 
the expert in any but the material field and as 
no organ of the American government is spe- 
cifically charged with seeking out remedies, 
problems are ignored for decades while orators 
pour their floods of words on issues that have 
been setded long since. 

As Biy'ce turns his eyes wesuvard, he notices 
a social conscience developing along with the 
West’s absorbing concern with material prog- 
ress. The new states are impatient of the slow 
working of natural law and show a readmess 
to legislate on the hquor and labor questions. 


The West is granting women a greater meas- 
ure of political rights, too, and engaging in 
e.vpenmcntal projects. 

Brj'ce finds fault wdth America for failings 
charged before and since. These are a lack of 
independence in thought and a lack of indi- 
vidualitj' in aspect. The demands of part\' 
force men into molds and the pattern of civili- 
zation forces towns all over the countn' into 
the same rectangles filled by the same ice- 
cream parlors, undertakers, saloons, and Chi- 
nese laundries. There is little respect for pri- 
vacy. But these are the characteristics of an 
optimistic people who beheve in themselves 
and in their future. 

Br)'ce liked America. If her men were so 
absorbed in business that the function of main- 
taining the level of culture has devolved on her 
women, that culture is “safe in their hands.” If, 
w’ith every natural and historic advantage in 
its favor, the United States has produced no 
golden age, if she is too hurried for philosophy 
or art, if her upper classes are too apathetic to 
raise the low tone of public life, America never- 
theless is still rich enough in human and ma- 
terial resources to afford errors. The United 
States means w'hat she says by her devotion to 
equalit)' of opportunity, and all thinking is in- 
formed by the conviction that she will have a 
great intellectual flowering once her material 
w'ork is done. And, in the meantime, the 
United States marks the highest level of mate- 
rial wellbeing, intelligence, and happiness 
“which the race has yet attained.” 

The selections here reprinted are from The 
Avierican Coytmion-aealth, ^'^ol. III (original 
New' York and London edition, 1888). 


The American Commonwealth 

BY JAMES BRYCE 

Chapter XQI: Laissez Faire ican theorj' of the State. WTien I answered that 

the Americans had no theory of the State, and felt 
An Encush fru-nd of a philosophic turn of mind no need for one, being content, like the English, 
bade me, when he heard that I was w'ndng this to base their consnturional ideas upon law and 
book, dedicate at least one chapter to the Amer- histor)', he rejoined that people in America must 
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at least have some general views about the func- 
tions of government and its relations to the indi- 
vidual “We are told,” he continued, “that the 
whole American pohty is more coherent, more 
self-consistent than that of England, it must 
therefore have what the Germans call 'ground- 
ideas’” . . 

The term “ground-ideas” does not happily de- 
scribe the doctnnes that prevail in the United 
States, for the people are not prone to form or 
state their notions in a philosophic way Tlvere 
arc, however, certain dogmas or maxuns which arc 
m so far fundamental that they have told widely 
on political thought, and that one usually strikes 
upon them when sinking a shaft, so to speak, mto 
an Amencan mmd Among such dogmas are the 
following — 

Oirtam rights of the mdividual, as, for instance, 
his right to the enjoyment of what he has earned, 
to the free expression of opinion, are primordial 
and sacred 

All political power springs from the people, 
and the most completely popular government is 
best. 

Legislatures, ofEcials, and all other agents of the 
sovereign people ought to be stnctly limited by 
lau, by each other, and by the shortness of the 
terms of office 

Where any function can be equally well dis- 
charged by a central or b\' a local body, it ought 
by preference to be entrusted to the local body, 
for a centralized adnumstrauon is more bkely 
to be tjTannical, incffiaent, and impure than one 
which, being on a small scale, is more fully within 
the knowledge of the atrzens and more sensiuve 
to their opinion. 

Two men arc wiser than one, one hundred than 
nmety-nme, thurv millions than twenty-nme mil- 
lions. Whether they arc wiser or not, the will 
of the larger number must prevail against the will 
of the smaller. But the majority is not wiser be- 
cause It IS called the Naaon, or because it con- 
trols the government, but only because it is more 
numerous. The nation is nothing but so many m- 
dividuals The government is nothing but certain 
representatives and officials, agents who are here 
to-dav and gone to-morovv. 

The less of government the better, that is to 
sav, the fewer occasions for mtcrfcnng with indi- 
vidnal citizens arc allowed to officials, and the 
less ume atizens have to spend in loolnng after 
their offiaals, so much the more will the citizens 
and the communitv prosper The functions of 
goi erament must be kept at their minimum 

The first five of these dogmas have been dis- 
cussed and illustrated in earlier chapters. The last 


of them needs a httle examination, because it si 
gests pomts of comparison wuth the Old Woi 
and because the mcanmg of it hes in the apph 
tion. It IS all very w'ell to say that the functii 
of govemment should be kept at a minimum, 1 
the bureaucrats of Russia might say the sar 
What IS this minimum’ Every nation, every g< 
emment, every philosopher has his own view 
to the functions which it must be taken to 
dude. 

The doctrme of laissez iatrCi or non-mterf 
ence by government with the citizen, has c 
foundations, which may^ be called the sentimen 
and the raaonal The sentimental ground is i 
desire of the mdmdual to be let alone, to do as 
pleases, indulge his impulses, follow out his pt 
ects. TTic rational ground is the pnnciple, ga 
ered from an observation of the phenomena 
soaety, that interference by govemment mi 
often does harm than good — that is to say, t 
the desires and unpulscs of men when left to the 
selves are more ukely by their natural colUsi 
and co-operanon to work out a happy result I 
the commumty and the individuals that compi 
It than wull be attamed bv the consaous endei 
ours of the state controlling and dnecong thi 
desires and impulses There are laws of nati 
govemmg manmd as well as the material woi 
and man will thrive better under these laws tf 
under those which he makes for himself throu 
the organization we call government 

Of these two views, the former or sentimen 
has been extremely strong in America, bei 
rooted in the character and habits of the race, a 
seemmg to issue from that assemon of mdivid' 
liberty which is proclaimed in such revered dot 
ments as the Declaration of Independence and i 
older State constitutions. The latter view, me 
santly canvassed m Europe, has played no gr 
part m the Umted States, or rather it has appeal 
in the form not of a phdosophic mduenon fr< 
experience, but of a common-sense notion tl 
everv body knows his own busmess best, that 
dividual enterprise has “made America,” and w 
“run Amenca,” better than the best govcmmi 
could do 

The State governments of 17713 and the Nanoi 
govemment of 17B9 started from habits and tdi 
similar to those of contemporary England Ni 
England in the eighteenth centnrv was that 0 
among European countries in w'hich govemmi 
had the narrow'cst sphere. The primitive paten 
legislation of the later middle ages had been ab: 
doned The central govemment had not beg 
to stretch out Its arms to interfere with quati 
sessions m the counties, or mumcipal corporadc 
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in the towns, to care for the Iiealth, or education, 
or morals of the people. That strengthening and 
reorganization of administration which was in 
progress m many parts of the continent, as in 
Prussia under Frederick the Great, and m Por- 
tugal under Ponibal, had not spread to England, 
and would liate been resisted there by men of 
conscrv ativc tendencies for one set of reasons, and 
men of liberal tendencies for another Everything 
tended to make the United States in this respect 
more English than England, for the circumstances 
of colomal life, the process of settling the western 
wilderness, the feelings evoked by the struggle 
against George 111., all went to intensify indi- 
vidualism, the love of enterprise, the pride in per- 
sonal freedom. And from that day to this, indi- 
vidualism, the love of enterprise, and the pride 
in personal freedom, have been deemed by Amer- 
icans not only their choicest, but tlicir peculiar 
and exclusive possessions. 

The hundred years which have passed since 
the birth of the Republic have, however, brought 
many changes with them. Individualism is no 
longer threatened by arbitrary kmgs, and the ram- 
parts erected to protect it from their attacks are 
useless and grass-grown. If any assaults arc to be 
feared they will come from another quarter. New 
causes are at work in the world tending not only 
to lengthen the arms of government, but to make 
its touch quicker and firmer. Do these causes 
operate in America as well as in Europe’ and If 
so, docs America, in virtue of her stronger his- 
torical attachment to individualism, oppose a more 
efftetive resistance to them’ 

1 will mention a few among them. Modern civi- 
lization, in becoming more complex and refined, 
has become more exacting. It discerns more bene- 
fits which the organized povzer of government can 
secure, and grows more anxious to attain them. 
Men live fast, and arc impatient of the slow work- 
ing of natural laws The triumplis of physical sci- 
ence have enlarged their desires for comfort, and 
shown them how many things jnay be accom- 

I ilishcd by the application of collective skill and 
arge funds which arc beyond the reach of indi- 
vidual effort. Still greater has been the influence 
of a quickened moral sensiuveness and philan- 
tliropic sympathy. The sight of prcvcntible evil 
IS painful, and is felt as a reproach He who 
preaches patience and reliance upon natural prog- 
ress is thought callous. The sense of sin may, as 
theologians tell us, be declining; but the dislike 
to degrading and brutalizing vice is increasing: 
there is a warmer rccogmtion of the responsibility 
of each man for his neighbour, and a more earnest 
zeal in works of moral reform Some doctrines 


which, because they had satisfied phdosoplicrs, 
were in the last generation accepted by the bulk 
of educated men, ha\c now become, if not dis- 
credited by experience, yet far from popular. 
They arc thought to be less uniscrsally true, less 
completely beneficial, than was at first supposed. 
There arc benefits which the laws of demand and 
supply do not procure Unlimited competition 
seems to press too hardly on the weak The 
power of groups of men organized by incorpora- 
tion as joint-stock companies, or of small knots of 
rich men acting in combination, has developed 
with unexpected strength in unexpected ways, 
overshadowing individuals and even communi- 
ties, and showing that the very freedom of asso- 
ciation which men sought to secure by law when 
they w'erc threatened by the violence of poten- 
tates may, under the shelter of the law', ripen into 
a new form of tyranny. And in some countries, 
of w'luch England may be taken as the type, the 
transference of political power from the few to 
the many has made the many less jealous of gov- 
ernmental authority. The government is now their 
creature, their instrument — why should they fear 
to use it? They may suip it to-morrow of the 
power with which they have clothed it to-day. 
They may rest confident that its power will not 
be used contrary to the wishes of the majority 
among themselves. And as it is in this majority 
that authority has now been vested, they readily 
assume that the majority will be right. 

How potent these influences and arguments 
have proved in the old countries of Europe, how 
much support they receive not only from popular 
sentiment, but from the writings of a vigorous 
school of philosophical economists all the world 
knows But what of newer communities, where 
die evils to be combated by state action are fcw'cr, 
where the spirit of liberty and the sentiment of 
individualism are more imease’ An eminent Eng- 
lish statesman c.xpresses the general belief of Eng- 
lishmen xvhen he says — 

“How IS it that while the increasing democracy 
at home is insisting, with such growing eagerness, 
on more control by the state, we see so small a 
corresponding development of the same principle 
in the United States or in Anglo-Saxon colonies’ 
It IS clearly not simply the democratic spirit which 
demands so much central regulation. Otherwise 
we should find the same conditions in the Anglo- 
Saxon democracies across the seas." ’ 

I Mr. Goschen, in an instructive address delivered 
at Edinburgh in 1883 , on latssez fair* and govemmen: 
interference. 
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Tins belief of Englishmen is also the general 
behef of Amencans 1 suppose that nine men out 
of ten would tell a suanget that both the redcral 
goicmment and the State gotemments interfered 
little, and would ascribe the prospentj' of the 
countn to this non-interference as well as to the 
self-reliant spirit of the people So far as there 
can be said to be any theory on the subject in a 
land w hich gets on wuthout theories, laissez uller 
15 the orthodos and accepted doettme m the 
sphere both of Federal and of State legislauon 

Ncterthclcss the belief is groundless. The new 
democraaes of America are just as eager for state 
interference as the democracy of England, and 
try their c'menments wuth even more light-hearted 
promptitud^c No one need be surprised at this 
when he reflects that the causes which hate been 
mentioned as telling on Europe, tell on the United 
States wuth no less force Men ate even more 
eager than in Europe to hasten on to the ends they 
desire, even more impatient of the delays which 
a reliance on natural forces Involves, even more 
sensmt e to the w rctchcdncss of their fellows, and 
to the mischiefs which vice and Ignorance breed 
Unrestneted competition has shown its dark sidei 
great corporations have been more powerful than 
in England, and more inclined to abuse their 
power Having lived longer under a democratic 
goicmment, the American masses have realized 
more perfectly than those of Europe that they are 
themselves the government. Theit absolute com- 
mand of Its orgamzaCion (except where consntu- 
tionil checks are mterposed) makes them turn 
more tjuicltly to it for the accomplishment of 
them purposes And m the State legislatures they 
possess bodies w ith which it Is easy to try Icgisla- 
mc expenments, since these bodies, though not of 
thcmscKcs disposed to mnovation, ate mainly 
composed of men unskilled in ccononucs, inapt 
to foresee any but the nearest consetjuences of 
their measures, prone to gratify any whim of their 
constituents, and open to the pressure of any sec- 
tion whose self-interest or impatient philanthropy 
clamours for sonic departure from the general 
principles of legislation For crotchet-mongers as 
well as for intriguers there is no such paradise as 
the lobby of a State legislature. No responsible 
statesman is there to oppose them, no w^aming 
voice w ill be raised by a scientific economist. 

Thus it has come to pass that, though the Amer- 
icans concenc themselves to be devoted to htsscz 
faire m theon , and to be in practice the most self- 
reliant of peoples, they hate grown no less accus- 
tomed than the English to carrj' the action of the 
State mto cvcrwidcmng fields Economic theory 
did not stop them, for pracucal men are proud of 
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getting on without tlicoty The sentiment of m- 
diiiduahsm did not stop them, because State in- 
tervention has osuaJiy taken the form of hclpmg 
or protecong the greater number, while rescram- 
mg the few, and personal freedom of action, the 
love of which is strong enough to repel the pater- 
nalism of France or Germany, has been mfnnged 
upon only at the biddmg of a strong moral senu- 
ment, such as that which condemns intemperance 
So gradual has been the process of transition to 
this new habit that few but lawyers and econ- 
omists have yet become aware of it, and the 
lamentations with W'hich old-fashioned English 
thmkers accompany the march of legislacon are 
m America scarcely heard and wholly unheeded 

As the field of ordmary private law' and admin- 
istration belongs to the States, it is chiefly m State 
legislanon that we must look for instances of gov- 
ernmental intervention Thev are so numerous 
and various that it is hard to select the most 
salient. It is m the West, which plumes itself 
on bemg pte-emmcntly the land of freedom, en- 
terprise, and self-help, that this tendency is most 
acuve, and plays the strangest pranks, because, 
in the West, l^slators are more impaoent and 
self-confident than elsewhere. 

The forms which legulauve mtervennon takes 
may be roughly classified under the following 
heads — 

Prohibitions to individuals to do acts which are 
not, m the ordmary sense of the word, cnminal 
(e g to sell intoxicating liquors, to employ a la- 
bourer for more than so many hours in a day) 

Directions to mdividuals to do things wbch it 
IS not obviously wrong to omit (e g to provide 
scats for shop-women, to publish the accounts of 
a railway company) 

Interferences with the ordinary course of law 
m order to protect individuals from the conse- 
quences of their own acts {eg the annulment of 
contracts between employer and workmen making 
the former not liable for accidental injuries to the 
latter, the exemption of homesteads, or of a certam 
amount of personal property, from the claims of 
crcditots, the prohibinon of more than a certam 
rate of mtercst on money) 

Directions to a public authonty to undertake 
work which might be left to individual action and 
the operation of supply and demand (e g the pro- 
viding of schools and dispensanes, the establish- 
ment of State analysts, State oil mspeaots, the 
collection and diffusion, at the pubhc expense, of 
statistics) 

In every one of these kmds of legislative inter- 
ference the Americans, or at least the Western 
States, seem to have gone farther than the English 
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Parliament. Tlic restrictions on the liquor traffic 
have been more sweeping, those upon the labour 
of women and children, and of persons employed 
by the State, not less so. Moral duues arc more 
frequently enforced by legal penalties than m 
England Railroads, insurance and banking com- 
panies, and other corporations arc, m most States, 
strictly regulated. Efforts to protect individuals 
coming under the third head arc so frequent and 
indulgent that their policy is beginning to be seri- 
ously questioned Gratuitous elementary and sec- 
ondary education is provided all over the Union, 
and in the West there are also gratuitous State 
universities open to women as well as to men. And 
although the State has not gone so far in super- 
seding individual action as to create for itself 
monopohes, it is apt to spend money on some ob- 
jects not equally eared for by European govern- 
ments It tries to prevent adulteration by putting 
its stamp on agricultural fcrahzcrs, and prohibit- 
ing the sale of oleomargarine; it establishes dairy 
commissions and bureaux of animal industry, it 
distributes seed to farmers, subsidizes agricultural 
fairs, sends round lecturers on agriculture, and en- 
courages by bounties the culture of beetroot, tree- 
planting, and the killing of noxious animals. The 
farmer of Kansas or Iowa is as much the object 
of the paternal solicitude of his legislature as the 
farmer of any European countrj'. And in the pur- 
suit of its schemes for blessing the community the 
State raises a taxation which svould be complained 
of in a less prosperous country. 

What has been the result of this legislation^ 
Have the effects which the economists of the 
physiocratitrof'/w/ez alter school taught us to ex- 
pect actually folloiyed’ Has the natural course 
of commerce and industry been disturbed, has the 
self-helpfulness of the citizen been weakened, has 
government done its work ill and a new door to 
jobbery been opened? It is still too soon to form 
conclusions on these points. Some few of the ex- 
periments have failed, others seem to be suc- 
ceeding, but the policy of State interference as a 
whole has not yet been adequately tested. In mak- 
ing this new departure American legislatures are 
sen'ing the world, if not their own citizens, for 
they are providing it with a store of valuable data 
for its instruction, data which deserve more at- 
tention than they have hitheno received, and 
whose value will increase as time goes on. 

It IS the privilege of these unconscious philoso- 
phers to try experiments with less risk than coun- 
tries like France or England xvould have to run, 
for the bodies on which the experiments are tried 
are so rclanvely small and exceptionally x'lgorous 
that failures need not inflict permanent injury^. No 


people is shrew der than the American in perceiv- 
ing when a law worlds ill, nor prompter in repeal- 
ing It. . . . 

CiiAPTLR CXII. The Pleasantness of American 
Lilt 

I have never met a European of the upper or 
nuddle classes who did not express astonishment 
when told that America was a more agreeable 

f ilace than Europe to live in. “For working men,’’ 
le would answer, “yes, but for men of education 
or property, how can a new rough country where 
nothing but business is talked and the refinements 
of life arc only just beginning to appear, how can 
such a country be compared with England, or 
France, or Italy’’’ 

It IS nevenheless true that there are elements 
m the life of the United States which may well 
make a European of any class prefer to dwell there 
rather than in the land of his birth. Let us sec 
what they arc. 

In the first place there is the general prosperity' 
and material well-being of the mass of the inhab- 
itants In Europe, if an observer takes his cy'c off 
his ow'n class and considers the whole population 
of any one of the greater countries (for I except 
Sw'itzerland and parts of Scandinavia and Por- 
tugal), he will perceive that by far the greater 
number lead x'cry laborious lives, and arc, if not 
actually in want of the necessaries of existence, yet 
liable to fall into want, the agriculturists xvhcii 
nature is harsh, the w'agc-camcrs when xvork is 
scarce. In England the lot of the labourer has been 
hitheno a liard one, incessant field toil, xvith 
rheumatism at fifty and the workhouse at the end 
of the vista; while the misery massed in such cities 
as London, Liverpool, and Glasgow is only too 
well know'n. In France there is less pauperism, 
but nothing can be more pinched and sordid than 
the life of the bulk of the peasantry. In the great 
towns of Germany there is constant distress and 
mcrcasing discontent . . . Contrast any one of 
these countries with the United States, where the 
xvorking classes arc as well fed, clothed, and 
lodged as the lower middle-class in Europe, and 
the farmers who till their own land (as ncarlp all 
do) much better, where a good education is w'lthm 
the reach of the poorest, where the opportuniaes 
for gerang on m one way or another arc so abun- 
dant that no one need fear any physical ill but 
disease or the results of his own intemperance 
Pauperism already exists and increases in some of 
the larger cities, where drink breeds misery', and 
where recent immigrants, with the shiftlessncss 
of Europe still clinging round them, arc huddled 
together in squalor. But outside these few ciues 
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one sees nothing but comfort. In Connecocuc wd 
Massachusetts the operatives in many a manufac- 
turing touTi lead a life far easier, far more bright- 
ened by intellectual culture and by amusements, 
than that of the clerhs and shopkeepers of Eng- 
land or Trance. In aties bkc Ocveland or Chicago 
one finds miles on miles of suburb filled with neat 
wooden houses, each mth its tiny garden plot, 
owned by the shop assistants and handicraftsmen 
who return on the horse cars m the cvemng from 
their work All over the wide West, from Lake 
Ontano to the Upper Missouri, one travels past 
farms of tw o to three hundred acres, m every one 
of which there is a spacious farmhouse among 
orchards and meadows, where the farmer’s chil- 
dren grow up strong and hearty on abundant food, 
the bovT full of intelligence and enterprise, ready 
to push their way on ^rms of their own or enter 
business in the nearest town, the girls familiar with 
the cutrent hterature of England as well as of 
America. The life of the new emigrant m the 
further West has its pnvanons m the first years, 
but It IS brightened by hope, and has a smgular 
charm of freedom and simplicity The impression 
which this comfort and plenty makes is height- 
ened bv the bnlhance and keenness of the air, by 
the look of freshness and cleanness which even the 
cities wear, all of them e.rcept the poorest parts of 
those few I have referred to above The fog and 
soot-flakes of an English town, as well as its 
squalor, are wanting, you are m a new world, and 
a w orld which know 5 the sun. It is impossible not 
to feel warmed, cheered, mvugorated by the sense 
of such matetul well-being all around one, im- 
possible not to be infected the buoyancy and 
hopefulness of the people. The wretchedness of 
Europe lies far bchmd, the weight of its problems 
seems lifted from the mmd 
The second charm of American life is one 
which some Europeans will smile at. It is social 
equaht)’ To many Europeans — to Germans, let us 
say, or Englishmen — the word has an odious 
sound It suggests a dirty fellow m a blouse elbow- 
ing his betters in a crowd, or an ill-conditioncd 
villager shaking his fist at the parson and the 
squire, or, at any rate, it suggests outrusiv eness and 
bad manners, ^e exact contrary is the truth. 
Equally- improves manners, for it strengthens the 
basis of all good manners, respect for other men 
and women sunplv as men and women, irrespec- 
tive of their station m life Probably the assertion 
of social equalitj’ was one of the causes w hich m- 
jured ••kmencan manners forty years ago, for that 
they were then had among townsfolk can hardly 
be doubted m face of the testimony, not merely 
of sharp tongues like Mrs. Trollope’s, but of calm 


observers like Sur Charles Lyell and sympathetic 
observers like Richard Cob den In those days 
there was an obtrusive sclf-assemvcness among 
the less refined classes, espeaally towards those 
who, coming from the Old World, were assumed 
to come m a patiomzmg spirit. Now, however, 
social equahty has grown so naturally out of the 
circumstances of the country, has been so long 
established, and is so ungrudgingly admitted, that 
all excuse for obtrusiventss has disappeared. Peo- 
ple meet on a simple and natural footmg, with 
more frankness and ease than is possible m coun- 
tries where every one is either loolong up or look- 
mg down. There is no servility on the part of the 
humbler, and if now and then a hede of the ‘T am 
as good as you” rudeness be perceptible, it is al- 
most sure to proceed from a recent immigrant, to 
whom the atatude of sunple equahty has not yet 
become familiar as the evidenuy proper attitude 
of one man to another There is no condescension 
on the part of the more highly placed, nor is there 
even that sort of scrupulously pohte coldness 
which one might tiimk they would adopt in order 
to protect their digmty TTiey have no cause to 
fear for their digmty, so long as they do not them- 
selves forget It And the fact that your shoemaker 
or your factory hand addresses you as an equal 
docs not prevent him from rcspectmg, and show- 
ing his respect for, all such superiority as your 
birth or education or emmence m any fme of life 
may entitle you to receive. . 

■There are, moreover, other rancours besides 
those of social mcquality whose absence from 
America bnghtens it to a European eye. There are 
no quarrels of churches and sects. Judah does not 
vex Ephraim, nor Ephraim envy Judah No Estab- 
lished Church looks down scornfully upon Dis- 
senters from the height of its aties and endow- 
ments, and talks of them as hmdrances m the way 
of Its work. No Dissenters pursue an Established 
Church m a spint of watchful jealousy, nor agitate 
for Its overthrow One is not offended by the con- 
trast between the theory and the pracoee of a re- 
ligion of peace, between professions of nmversal 
affecaon in pulpit addresses and forms of prayer, 
and the actimonv of clcncal controversialists Still 
less, of course, is there that sharp opposition 
and antagonism of Christians and ana-Chrisaans 
■wluch lacerates the private as well as public life 
of France. Rivaliy' between sects appears only in 
the innocent form of the planting of new churches 
and raising of funds for missionary objects, while 
most of the Protestant denommaaons, mcluding 
the four most nomcrous, constantly fratemite in 
charitable work. Between Roman Catholics and 
Protestants there is httle hasalItJ^ and sometimes 
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co-operation for a philanthropic purpose. Tlic 
sceptic IS no longer under a social ban, and dis- 
cussions on the essentials of Christianitj' and of 
theism are conducted with good temper. There 
is not a countr)' in the world where Frederick the 
Great's pnnciplc, that every one should be al- 
lowed to go to heaven his own way, is so fully 
applied. This sense of religious peace as well as 
religious freedom all around one is soothing to 
the weary European, and contributes not a little 
to sweeten the lives of ordinary people. 

'I come last to the character and ways of the 
Americans themselves, in which there is a certam 
charm, hard to convey by description, but felt 
almost as soon as one sets foot on their shore, and 
felt constantly thereafter. They are a kindly peo- 
ple. Good nature, heartiness, a readiness to render 
small services to one another, an assumption that 
neighbours in the country, or persons thrown to- 
gether in travel, or even in a crowd, were meant 
to be friendly rather than hostile to one another. 


seem to be cverj’whcre in the air, and in those 
who breathe it. Sociability is the rule, isolation 
and nioroscncss the rare exception. , . . To help 
others IS better recognircd as a dutx' than in Eu- 
rope. Nowhere is money so readily given for any 
public purpose, nowhere, 1 suspect, arc there so 
many acts of private kindness done, such, for in- 
stance, as paying the college expenses of a prom- 
ising boy, or aiding a widow to carry on her 
husband’s farm, and these are not done with osten- 
tation. People seem to take their own troubles 
more lightly than they do in Europe, and to be 
more indulgent to the faults by which troubles are 
caused It is a land of hope, and a land of hope is 
a land of good humour. And they have also, 
though this is a quality more perceptible in 
women than in men, a remarkable faculty for en- 
joyment, a power of drawing more happiness 
from obvious pleasures, simple and innocent pleas- 
ures, than one often finds in overburdened Eu- 
rope. . . , 
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In Easttbn Fi-Es, the Populist was a iTWn who 
found self-expression m financial heresy and a 
long beard William Alfred Peffer (1831- 
191a) fined the stereotype completely and his 
v,hite whiskets gave the unfnendly cartoonists 
of the day exatnly the opportunity they had 
been seeking 

Peffer, who was born in Pcnnsylvama of 
Dutch ancestry, left for California to seek his 
fortune, failed, and returned home to move 
west once more His migrations were halted in 
Illinois when he enlisted m iSd: Army service 
did not hinder Peffer’s studies, however, and 
he was admitted to the bar almost on being 
mustered out A few years later he moved to 
Kansas, settled into an editor’s chair, and took 
a (oumalist’s share in poliaa By 1881, peffer’s 
Kansai Fenner was an influential rural paper, 
V^Ticn the decade ended, he was urging bis 
readers to jom the Farmers’ Alliance and dem- 
onstrate their political independence His elec- 
tion to the Senate in i8po proved the strength 
of the upnsmg 

In The Farmer's Side (1891), Peffer sought 
to etplain his sccDon to the rest of the conatt}'. 
The farmer is losing ground in compansoft 
with the other elements in the nation, his prices 
and profits arc declining v. hde his debt burden 
is nsing. Before the Ovil War, men farmed on 
a smaii scale and raised almost all their needs, 
machinery' has increased the farmer’s produc- 
tive power, but It has also subjected him to a 
new discipline, the rule of a distant and uncon- 
trollable market. 

Unlike other agrarian spokesmen, Peffer 
docs nor mourn for the days that arc dead the 
farmer must In c in the new n orld Combina- 
tion alone will enable liim to cope with his 
problems Among those, none is more pressing 


than the burden of debt While the goverr 
ment pays 4 percent for money, the pcopl 
are paying from 6 to n percent, especially o 
mortgage loans tvhich are negotiated by mic 
dlemen For years, financial legislaaon has bee 
designed to contract the currency, thus reduc 
mg prices for the benefit of cureditors Yt 
neither an increase m paper curremy nor fre 
comnge of silver can counteract that price dc 
ebne unless interest races are reduced, Peffe 
argues 

The money power must be neutralizec 
therefore, and this is a task which can be ac 
compbshed only by pobtical action No xebe 
IS to be expected from hidebound old-part] 
leadership, however, the people must act fo 
themselves They must build a compeunj 
transcontinental railroad, to be free of deb 
and to be financed by an issue of greenback 
instead of ivatered stocks and bonds The peo 
pie, through their government, must resumi 
control of their money Since Congress is au- 
thonzed to regulate commerce and since 
money is an essenaal instrument of uade. Con- 
gress has constitunonal power to take effccnve 
acdon The Federal government can lend to 
the people directly as well as through the Na- 
aonal Banks. Congress should establish a loan 
bureau to provide credit at i percent per an- 
num, with 9 percent of the principal of such 
loans being repaid each year That measure 
would end excessive mterac charges and the 
weight of perpetual debt. In addition, money 
should be lent on nonpcnshablc commodities 
stored m warehouses known as “sub-treas- 
unes.” 

The selection here rcpnnted is from The 
Fanner's Side (New York, 1891) 
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Part II How We Got Here, Chapter I: 

CiiAKCED Condition oi the Farmer 

The American farmer of to-day is altogether a 
different sort of a man from Ins ancestor of fifty 
or a liundred years ago. A great many men and 
\\ omen now living remember when farmers were 
largely manufacturers, that is to say, they made a 
great many implements for their own use. Evety 
farmer had an assormicnt of tools with which he 
made wooden implements, as forl« and rakes, 
handles for his hoes and plows, spokes for his 
wagon, and various other implements made wholly 
out of wood. Then the farmer produced flax and 
hemp and wool and cotton. These fibers were 
prepared upon the farm, they were spun mto yarn, 
woven into cloth, made into garments, and worn 
at home Every farm had upon it a little shop for 
wood and iron work, and in the dwelling were 
cards and looms; carpets were wo\en, bed- 
clothing of different sorts was prepared, upon 
every farm geese were kept, their feathers used for 
supplying the home demand with beds and pillows, 
the surplus being disposed of at the nearest market 
town. During the winter season wheat and flour 
and corn meal were earned in large wagons 
drawn by teams of six to eight horses a hundred 
or two hundred miles to market, and traded for 
farm supplies for the next year — groceries and dry 
goods Besides this, mechanics were scattered 
among the farmers. , . . All these tilings were 
done among the farmers, and a large part of the ex- 
pense was paid with products of the farm. . . . 

One of the results of that sort of economy was 
that comparatively a vcty small amount of money 
was requu-ed to conduct the business of farming. 
A hundred dollars average probably was as much 
as the largest farmers of that day needed in the 
way of cash to meet the demands of their farm 
work, paying for hired help, repairs of tools, and 
all other incidental expenses, because so much was 
paid for in produce. 

Coming from that time to the present, we find 
that everything nearly has been changed. All over 
the West particularly the farmer thrashes his 
wheat all at one time, he disposes of it all at one 
time, and in a great many instances the straw k 
wasted. He sells hk hogs, and buys bacon and 
pork, he sells his cattle, and buys fresh beef and 
canned beef or corned beef, as the case may be, 
he sells hk fruit, and buys it back in cans. If he 
raises flax at all, instead of putting it into yarn 


and making gowns for his children, as he did fifty 
years or more ago, he thrashes his flax, sells the 
seed, and burns the straw. Not more than one 
farmer in fifty now keeps sheep at all, he relics 
upon the large sheep farmer for the wool, which is 
put into cloth or clothing ready for his use. In- 
stead of hating clothing made up on the farm in 
his own house or by a neighbor \\ oman or coun- 
try tailor a mile away, he cither purchases hk 
clothing ready made at the nearest town, or he 
buys the cloth and has a city tailor make it up for 
him. . . . 

Besides all this, and what seems stranger than 
anything else, whereas in the earlier time the 
American home was a free home, unencumbered, 
not one case in a thousand where a home was 
mortgaged to secure the pajTnent of borrowed 
money, and whereas but a small amount of money 
xvas then needed for actual use in conducting the 
business of farming, there was always enough of 
It among the farmers to supply the demand, now, 
when at least ten times as mucli is needed, there is 
little or none to be obtained, nearly Iialf tlic farms 
arc mortgaged for as much as they are worth, and 
interest rates are exorbitant. 

As to the cause of such wonderful changes in 
the condition of farmers, nothing more need be 
said m this place than that the railroad builder, 
the banker, the money changer, and the manu- 
facturer undermined the farmer. The matter will 
be further discussed as we proceed. The manu- 
facturer came xvith hk xvoolen mill, his carding 
mill, hk broom factory, his rope factory, his 
wooden-ware factory, his cotton factoty, his 
pork-packmg establishment, his canning factory 
and fruit-preserx'ing houses; the little shop on the 
farm has given place to the large shop in town; 
the xvagon-maker’s shop in the neighborhood has 
given xvay to the large establishment m the city 
where men by the thousand work and where a 
hundred or nvo hundred xvagons are made in a 
week; the shoemaker’s shop has given way to 
large establishments in the cities where most of 
the work is done by machines, the old smoke 
house has given way to the packing house, and 
the fruit cellars have been displaced by preserv- 
ing factories. The farmer now is compelled to go 
to toxvn for nearly everything that he wants; even 
a hand rake to dean up the door-yard must be 
purchased at the city store. And what k worse 
than all, if he needs a little more money than he 
has about him, he k compelled to go to town to 
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borrow it, but he does not find the money there 
m place of it he finds an agent who ivOI “nego- 
tjare” a Joan for him- The money is in the East, a 
thousand ot three thousand or five thousand miles 
away He pajts the agent Jus commission, pays all 
the expenses of looking through the records and 
furnishing abstracts, pays for every postage stamp 
used in the transaction, and finally receives a draft 
for the amount of money required, mmos these 
expenses In this way the farmers of the country 
to-day are maintammg an army of middlemen, 
loan agents, bankets, and others, who are abso- 
lutely worthless for all good purposes m the com- 
munitv, whose services ought to be, and very 
easily could be, dispensed with, but who, by rea- 
son of the changed condiuon of things, have 
placed themselves between the farmer and the 
money owner, and in this way absorb a livelihood 
out of the substance of the people 

OwTOi IV SETOEMCjn' OF Tire New West 
, . In the course of a few years after the war 
an area m the western part of our country larger 
than the original thirteen States was settled and 
large portions of it brought under cultivation, 
rantis were opened, towns were built, churches 
and school-houses dotted the plams and hills, and 
a post-office w as established withm easy teach of 
Cl eiy man's door But m doing this it became nec- 
asiry to make extended investments, both of 
credit and of money The settlers were generally 
poof, they were offered the railroad lands at an 
average of about Sj an acre upon the paymient of 
a small portion cash — lo per cent or thereabouts — 
the rest in ten annual payments with mtercst at 
7 to 10 per cent, giving a mortgage to the com- 
pany as sccunw for deferred payments. In con- 
nection WTth this sort of railroad extension and 
settlement, feeding roads were projected m all 
duxctions, and the people who settled upon the 
lands to be supplied with the new roa^ were 
asked to assist in the projects by voting muniapal 
bonds. This resulted m a large bonded mdebted- 
ncss of the townslmis, counties, and ernes all 
through the fVest The pnee which the railroad 
companies fixed upon the lands had the effect m 
law and in fact to raise the price of the reserved 
Goixmnicnt sections to two dollars and a half an 
acre The homestead law did not apply anj-where 
within the limits of a railroad grant. Upon the 
public lands outside of the railroad limits any per- 
son authonEcd to male a homestead entry was en- 
titled to locate, and for a few dollars (to pay fees 
and necessarj expenses) he could obtain a quarter 
section of land and make a home upon it, but it 
required money to buy the lands inthin the rad- 
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road limits either from the company or from the 
Government, and a good deal of money for a poor 
man The only way to obtain the money was to 
borrow it, an5 as a part of this scheme of settle- 
ment a vast sj'stcm of money lending had been 
exubhshed, with agents m every town along the 
hnes of the new roads engaged m the business of 
negotiating loans, advertising their work far^and 
wide, so that the purchasers of lands from either 
the railroad company or from the Government 
withm the hmits of the mnts need only apply to 
these money lenders, and for a commission to the 
“middle man” could obtam money from Eastern 
owners in any conceivable amount. It was not 
long until the whole country m the region of these 
new roads was mortgaged While the lands were 
fertile they did not produce any more than other 
lands of equal fcmlicy, and they were so far away 
from the markets of the country that transporta- 
non ate up from 6o to 75 per cent of the value of 
the crops. In a large majonty of cases it be- 
came necessary to borrow more money in order 
to meet maturmg obbgadons. Rates of interest 
were exorbitant, rates of transpoitation on tbe 
railroads were unreasonably bign, ta-xes were ex- 
cessivc, salaries of officers were established by 
law and were uniformly high, while there was but 
Uttle property and comparanvely few tax payers 
ar that early period m the settlement, so that the 
burdens of taxation fell heavily upon the few who 
were ready to be caught by the tax gatherer 
In connection with these proccedmgs it is 
proper to mention a fact which will be more 
fully elaborated further on, that while the bur- 
dens just mentioned were mcreasmg other forces 
were o^eratmg to add to the difiiculties m the 
farmers way The people were rapidly taking 
upon themselves new obligations, while, by rea- 
son of the contraction of currencj', prices of farm 
roducts fell to a vtry low figure — m many cases 
clow the cost Ime — and m a proportionate de- 
gree taxes and debts of all kinds increased rcla- 
tncly AATiile one hundred dollars were the same 
on paper m 18851 that they were m i86g, yet by 
reason of the fad in values of products out of 
which debts were to be paid the dollars grew just 
that much larger It required twice as many bush- 
els of wheat or of com or of oats, tw ice as many 
pounds of cotton or tobacco or wool to pay a 
debt in 1887 as It did to pay a debt of the same 
amount m 1867. While dollars remained the same 
in name, they increased loo per cent m value when 
comjrarcd with the property of the farmer out of 
which debts were to be paid, and whOc a bushel 
of wheat or of oats or of com w as the same in 
weight and in measure in 1887 that it was m 181S7, 
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yet it required twice as many bushels to pay the 
same amount of debt. TJic same principle holds 
good m all of the different obligauons for which 
the farmers were liable, and is applicable to the 
only property with which they were supplied to 
pay their indebtedness. It became necessary under 
those condiuons to renew loans, pay additional 
commissions, contract new obligations, unul to- 
day we find that fully one third of the farms of 
the country, especially of the western part of the 
country', are under mortgage. In some counties 
from three fourths to seven eighths of the homes 
of the fanners are mortgaged for more than they 
would sell for under the hammer. 

It IS said frequently that the farmer himself is 
to blame for all of these misfortunes. If that were 
true It would afford no relief, but it is not true. 
The farmer has been the victim of a gigantic 
scheme of spoliation. Never before was such a 
vast aggregation of brains and money brought to 
bear to force men into labor for the benefit of a 
few. The railroad companies, after obtaining 
grants of land with which to build their roads, not 
only sold the lands to settlers and took mortgages 
for deferred payments, but, after beginning the 
work of building their roads, they issued bonds 
and put them upon the market, doubled their cap- 
ital upon paper, compelling tlio people who pa- 
tronized the roads to pay in enhanced cost of 
transportation all these additional burdens. The 
roads were built without any considerable amount 
of money upon the part of the original stock- 
holders, and where any money had been invested 
in the first place, shrewd managers soon obtained 
control of the business and the property. So large 
a proportion of the public lands was taken up by 
these grants to corporations that there was prac- 
tically very little land left for the homestead set- 
tler. It appears from an examination of the records 
that from the time our first land laws went into 
operation until the present time the amount of 
money received from sales of public lands docs 
not exceed the amount of money received from 
customs duties on foreign goods imported into this 
countty during the last year, while the lands 
granted to railroad compames directly, and to 
States for the purpose of building railroads indi- 
rectly, if sold at the Government price of 
an acre, would be equal to three times as much as 
was received from sales of the public lands di- 
rectly to actual settlers. The farmer tvas virtually 
compelled to do just what he has done. Tlie rail- 
road builder took the initiatiie. Close by his side 
was the money changer. Tlie first took possession 
of the land, the other took possession of the 
farmer. One compelled the settler to pay the price 


fixed upon the railroad lands by the railroad com- 
pany, the other compelled the settler on the public 
lands within the grant to pay the mereased price, 
and to borrow money tlirough him to make the 
payments on both This system continued until 
die farmer, accommodating himself to prevailing 
conditions, was m the hands of his destroyers. 
Now we find the railroad companies capitalized 
for from five to eight times their assessed value, 
the farmer’s home is mortgaged, the city lot is 
mortgaged, the citv itself is mortgaged, die county 
is mortgaged, the township is mortgaged, and all 
to satis?)' this over-reaching, soulless, merciless, 
conscienceless grasping of avarice. In the bcgin- 
mng of our history nearly all the people were 
farmers, and the)' made our laws, but as the na- 
tional wealth increased tliey gradually dropped 
out and became hewers of wood and drawers of 
water to those tliat own or control large aggrega- 
tions of wealth. Tliey toiled while others took 
the increase; they sowed, but others reaped the 
harvest. It is avarice that despoiled the farmer. 
Usuty’ absorbed his substance. He sweat gold, and 
the mtiney cliangcrs coined it. And now, when 
misfortunes gather about and calamity overtakes 
him, he appeals to those he has enriched only to 
learn how poor and helpless he is alone. 

Chapter VI. Interest Rates in the United 

States 

Concerning interest rates paid m the United 
States, while the Government, during the most 
trying period of our great war, never agreed to 
p.ay more than 7'Ho per cent, and while rates on 
Government bonds have been reduced to 4 per 
cent, with pending propositions by distinguished 
statesmen to float 3-per-cent and 2-pcr-ccnt bonds 
running fifty years, the people as individual bor- 
rowers have paid as high as 50 per cent on yearly 
loans, and are now paying from 6 per cent to ii 
per cent on long-time loans, and much more on 
short-umc loans. . . . 

The “interest mortgage” Is a device to protect 
the loan agent from the operation of laws against 
usury. The first or principal mortgage, which re- 
cites the amount of money actually borrowed, se- 
cures payment of lawful mterest only, and the 
second or wtcrest mortgage secures the agent’s 
fees in addition to the margm which he charges 
up against the owner of the money. It must be re- 
membered that the business of negotiating loans 
has grown to a profession. It is rare now that a 
borrower ever contracts witli tlie owner of tlie 
money he receives. The act of borrowing is per- 
formed through the agency of a “middle man,” 
who IS known as a loan agent, and he exacts fees 
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from both parties to the contract. He secures 
an investment for the owner of the money and 
charges him a fee for that, he secures a loan for 
the borrower and charges hun for that. All below 
the legal rate of interest he can collect m court, 
and he docs not need to conceal anything m re* 
gard to that, but all demands above the legal rate 
are usunous, and he may have some uouble about 
It in case he goes into court, so he puts this mto a 
separate note and mortgage and "takes chances.” 
This interest mortgage busmess is well understood 
among the \ icoms. It is one department of a vast 
busmess \\ hich was plainly described by Prof. J 
W. Gleed, of Kansas, m The Fonnn for March, 
1890. 

The Western mortgage busmess was begun by m- 
dividual brokers, who mi ested on their o\v n judgment, 
based on personal knowledge of borrowers and securi- 
ties. Their profit lay In the margm bctiiecn the low 
interest capitalists would accept and the high interest 
borrouers would pay Capitalists sent their money 
for micstment, and monpges were made to them 
duectl), so that the brokers required no capital The 
busmess of brmgmg borrower and lender together has 
slwajs been profitable Tlie broker of the community 
becomes the capitalist of the community The Western 
mortgage brokers have been no exception to the rule 
One of them in Kansas has made nearly S 10/100,000 
since 1870 Tlie business developed rapidly As m- 
crcaicd capital has become necessary, individual bro- 
kers hale gnen way to corporations There are 
probably two hundred such corporations now operat- 
ing in Ncbrisk-a tnd Kansas alone. While the mdmd- 
uil broker confined hts operauons to ha own and 
adjoining counties, the corporation took States for its 
field, cstablchcd local agents, and adopted the plan 
of taking all mortgages m the company's name 
As to the rajonent of tlic commission, i-anous plans 
ate In use. The most profitable a tha Out of the pro- 
ceeds of the note and mortgage the negotiator reccnes 
all the expense of makmg tne loan and ha commosion. 
For many sears tha commission wras enormous. The 
companies located at St Paul, Omaha, Des Afomes, 
Kansas Oty, St Joseph, Tojiclei, Denier, or Dallas 
sometimes receiicd as high os 15 per cent commission 
on a fire-year loan, and for many years the home 
compani ncicr recciied less than 10 per cent The 
locif agent exacted all that he could aboic the amount- 
Anoihcr custom as to commission a to secure it by 
notes and a second mortgage. Tho commission a 
usually made pai able m ten semi-annual installments. 
On default m the painncnt of one installment, the 
whole sum becomes due Embodied in the note or 
mortgage arc all conccii able provisions for the pro- 
tection of the lender Interest is made pay able scmi- 
■nnuilly, and is represented by interest coupons that 
^r interest from maturai at the highest legal rate. 
The borrower assures the payment of the taxes, and 
sraecs to keep the buildings insured for the benefit 
of the enartgagee On default in the payment of Interest 
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or m the performance of any of the agreements of 
the note or mortgage, the lender may declare the 
whole amount of pnncipal and mterest immediately 
due Such bcuig the contract, other sources of profit 
besides the initial commission svill immedtately be 
perceived. 

Chapter Xn The Hand of the Money Changer 

Is ON Us 

From this array of testunony the reader need 
have no difficulu' in detemunmg for himself "how 
we got here ” "Inc hand of the money changer is 
upon us. Money dictates our financial policy, 
money controls the business of the country, 
money is despoilmg the people The author of 
Twcnlyeigbt Years m Wall Street boasts that in 
the wonderful commercial and mdtistnal develop- 
ment of the age, and which, he says, exceeds that 
of all past nme smee Herodotus wrote. Wall 
Street was a prime factor He claims, and truth- 
fully too, that the power of the men who assemble 
there to catch the driftwood of trade is greater 
than that of monarchies He says they “move the 
money which controls the affairs of the world ” 
We see plamly that behind all the commercial 
villamies of the Dme this power rests m placid 
security while the robbing of the toilers proceeds. 
These men of Wall Street, posing as missionaries 
conquering deserts and bnUdin^ Itpubha, men 
piously assuming umversal dominion, religiously 
dictatmg the financial pohcics of nanons, moving 
m an atmosphere of radiant morals, self-appointed 
phdosophers teaching honor and honesty to an 
Ignorant world, these men of fabulous fortunes 
built upon the rum of their fellows, arc m fact 
the most audacious gamblers m Chnstendom The 
oot fool who with a few dollars opens a faro 
ank or sets up a monte table m a country' town 
IS by common consent an outlaw, every man's 
face IS set against him, and he is liable to arrest 
and imprisonment at any hour, he is denied admit- 
tance to the houses of people who are clean, even 
the street gamins pass him by as if he were a leper 
No man so little esteemed, no man so thoroughly 
loathed and despised as this fellow, the common 
gambler Yet here m the very heart of the best 
CIV ilizanon on earth, at the very center of busmess 
life and activity, living m luxury and case, renting 
costly peWs m splendid churches and hiring their 
worshiping done, men petted and feasted by the 
rich and easy everywhere, with millions of dollars 
at their call, governments at their command, and 
a Imal people m their sen ice, these men who 
produce nothing, w ho add not a dollar to the na- 
uon’s wealth, who fatten on the failures of other 
men, whose acquisitions are only what their fcl- 
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lows have lost, these men without conscience, 
who believe they are specially commissioned to 
prey upon the people, who act as a sort of con- 
tinuing self-appointed civil-service commission to 
examine candidates for important offices before 
their names arc submitted to the voters, this 
pampered aristocracy bvmg off the wreckage of 
commerce, who rake in a railroad, a state, or a 
nation with equal complacency, these men “whose 
private d\\ ellings are more splendid than the pub- 
lic buildings,” and whose “happy homes” are the 
fruit of other men’s toil, these men who boast of 
their patriotism in lending a few mdlions of their 
ill-gotten gains to the government of their im- 
periled country at “12 per cent” interest, when 
thousands of farmers and wage workers of all sorts 
and conditions were voluntarily in the army at 
risk of life and home — all without question as to 
pay; these men masqueradmg as philanthropists 

CHARLES 

Populism had its Southern supporters, too, 
among whom were to be found Charles H. 
Otken (1839- ? )- And the reasons, again, 
were deeply based on agrarian discontent. The 
South was economically dependent, like the 
West, and, like the West, it suffered from high- 
cost credit and discriminatory practices by the 
railroads. Southern efforts to cope with such 
problems on the political level were compli- 
cated by the presence of the Negro, soil not 
completely disfranchised. 

To Southern observers, the section’s pnme 
difficulty was the crop-lien system. Storekeep- 
ers’ advances against a hen on the next year’s 
cotton crop had been the only credit feasible m 
the disorder and disintegration of the years 
immediately following the Civil War. But to a 
lawyer like Charles H. Otken, the method of 
crop financing w'hich had been necessary and 
useful as an emergency measure had growm 
into an incubus. The Southern farmer pledged 
land and crop to the storekeeper w'ho furnished 
the supplies needed to make that crop. Debts 
rarely were completely cleared at the end of a 
season with the result that the accumulation of 
unpaid bills put the planter into his creditor’s 
pow’er. The merchant shaped the entire agri- 


and patriots while they are despoiling a nation and 
robbing the poor — these are the men who engi- 
neered the train that brought us where wc are. 
They hold the bonds of nearly cverv’ State, county, 
city, and township m the Union, every railroad 
ow'es them more than it is w’orth. Comers m gram 
and other products of toil are the legitimate fruits 
of \^'^all Street methods. Evey trust and combine 
made to rob the people had its origin in the ex- 
ample of W^all Street dealers. Touch any spring 
along the keyboard of commercial gambling and 
a Wall Street sign appears. This dangerous power 
W'hich money gives is fast undermining the libcr- 
ocs of the people It now has control of nearly 
half their homes, and is reaching out its clutching 
hands for the rest This is the pow'er we have to 
deal with. It is the giant evil of the time Money 
is the great is.sue — all others pale mto insignifi- 
cance before this, the father of them. 

H. OTKEN 

cultural pattern to his own profit- it w-as the 
merchant-creditor who forced Southern farm- 
ers to grow cotton and buy food and stock at 
whatever prices he chose to demand. The crop- 
lien system thus imposed a sort of servitude, 
smee the indebted farmer w'as obligated to deal 
W'ith the merchant to whom he ow'ed money. 

Merchant credit and crop-liens bound the 
farmer, impoverished the section, and depleted 
the soil. But the sj'stem had even more perilous 
results, for the merchant might foreclose on his 
debtor. This entailed a concentrauon of land 
ownership and, w'orse suU, an increase of culti- 
vation by Negro share-croppers. This process 
of “abstracung the labor of the landlord” was 
giving the South’s choicest lands to Negro 
cultivators 

That fact lay behind the unrest which was 
seethmg in the South. The example of the 
Bntish West Indies, Otken finds, show-s that 
“free Hamitic labor deteriorates in value year 
by year.” Under the pernicious sj'stem of crop 
liens, the South was being brought to a similar 
state, for its white farmers w'ere being ground 
benveen “the upper and nether millstones.” 
There is only one remedy, Otken concludes 
in language that might be Hinton Helper’s 
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V ] the Negroes must be returned to Afnca 
or the “alarming increase of crime and \nce” 
Mill hasten a “u ar of races ’ in the South. 


The selection here reprmted is from The Ills 
of the South (New York, 1894) and is pub- 
lished by permission of G P. Putnam s Sons. 


The Ills of the South 

BY CHARLES H OTKEN 


aiAFTW nr The Lie.n I-aw Machive 

The procktss of Southern farmers to secure an 
ordinary' competency is tery slow We refer to 
that class who own their land, from 100 to 2,000 
or 3,000 acres. These landowners, provided with 
necessary bvc stock, are struggling to make a hv- 
ing Capital amounting to $500 and $5,000, with 
personal labor added, is not remunerauve on the 
farm. It paj-s no mtcrest in a majority of instances. 
The investment itself is in dancer The product 
on thousands of farms has not been sufiiaent to 
pav the annual expense account. What then? A 
part of the property, teal or personal, or both, 
must mate up the difference between the mcome 
of the farm and its expenses, A good crop may 
cancel this balance, but this is a rare occurrence. 
The general rule is, the balance is mcrcased unci a 
part of the land, or all of it, adjosts the claim It 
IS historj' to-day, that farms of every dimension, 
all over the South, and the live stock, with the 
products raised on these farms, have barely en- 
abled the occupants to live. In other words, m 
many instances the farms, horses, mules, and cattle, 
personal labor of the ovvmcrs, and the general 
roducts raised, were required to pay the expense 
til. Ten jears made these men homeless. 

It IS proposed to consider one of the general 
causes that have led to this impoverished con- 
dition of the Southern farmers. We believe there 
IS no substantial consideration why affairs should 
remam as they arc. There is a cause which under- 
lies the evil If It be real, remove it. We believe, 
VI ith Pope “Worth males the man, and want of 
It the fellow “ A higher value placed on intcgnty, 
a healthier moral sentiment in reference to nght- 
doing, and the bestowal of confidence where it is 
desen ed, w ould bnng us back to the natural chan- 
nels of trade Cash busmess is, m the mam, a neccs- 
sitv- for the great bod) of tlie people They can 
not condua business on principles whose opera- 
tions they do not understand, and which make 
success to secore a decent In mg wcU-nigh hope- 
less. 

Deeds of trust hav e largel) retarded the progress 
of the people In one wav or another they Lite 
hindered fmannal prospent) The man vv ho thus 


mvolved himself, whether he gave a hen on his 
land, his live stock, his prospective crop, or on all 
combmed, was bolted to a hard condmon. In not 
a few cases, economy m buymg was not the rule. 
The prices paid for his supplies were high— so 
high that he could not afford to make the pur- 
chases Had cash trade been the rule, many articles 
which he bought on credit would not have been 
bought on a cash basis, unless the pnee was far 
differenL Both considerations, the absence of 
economy and the high prices generally, made the 
expense account of this class greater than the in- 
come. 

The roeffiaent and unmanageable negro labor, 
soon after the war, mvolved Southern farmers 
deeper in debt than they were mvolved m 18S5, 
Lien laws were enacted m all the Southern States 
to help this class of men, as well as the negroes. 
The humane mtent of these laws was to furnish a 
basis of credit. The man who had land could give 
a hen on that Those who had live stock only 
could get theur year’s supphes on this security 
Those who had neither land nor live stock could 
rent land and a mule, and could give a hen on the 
prospective crop to secure the landowner, and the 
merchant for the goods bought This last hen 
enabled the negroes to be mdependent of the 
white man’s supervision 

No legulator could forsee the pracocal opera- 
tions of these laws. One of the first effects was 
to derange negro labor He was desirous to be 
to himself, to get away from his former master; to 
feel that all the old relatiotis of a former condi- 
tion wete destroyed forever This was natural. 
■Vniethcr it w-as wise m the negro to be hts own 
manager, and act upon his own responsibility, is 
another ouestion The negroes had everything to 
learn, and the disposinon to learn and be directed 
was wannng The truth is, the old master was the 
negro’s best friend and stfest adviser Unfortu- 
nately, the negroes as a class were far more dis- 
posed to hsten to the stranger than to the old 
master 

The share plan was a favonte with the negroes 
"They were their own managers. The employer 
furnished the land, the mule, and necessary farm 
tools. He was responsible to the merchant for the 
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supplies furnished the share worker. He generally 
recched Iialf die cotton and corn made by the 
negro. The corn was in many cases less than the 
quantity furnished by tlic employer and consumed 
by the plow animal during the year. 

How did this plan work’ Generally speaking, 
It neither benefited the negro nor the w'hitc 
farmer. The reason is plain. As soon as the negro 
became his owm manager, his industrial qualities 
declined in value. Besides, he generally managed 
affairs badly. We speak of them as a class, and not 
of the exceptional good and successful negro 
farmers — a small number at best. The negro under 
this plan gave little attention to the corn crop He 
raised no meat. The result of the year’s work 
jirovcd that his half of the cotton w'as not suffi- 
cient to pay the store account. The balance due 
the merchant was paid by the employer. The em- 
ployer, already in debt, and unable to pay his an- 
nual store account, in time lost part or all his land. 

In various localities in every State, merchants 
came into possession of many farms Some mer- 
chants had a strong hankering to become large 
landowners. It exalted them in the estimation of 
the w’orld to be the possessors of 50,000, 100,000, 
and 500,000 acres of land. By indirect means, the 
aim was to get possession of land. What revela- 
tions tliis policj' has to make, is in the future. Some 
merchants took land because they could not help 
themselves. Other merchants so conducted their 
business that the necessity to take land was firmly 
resisted. 

Before the lien laws were enacted, and before 
they were used as a basis of credit, thousands of 
farmers in ever}' Southern State had already 
largely increased their debt obligations to mer- 
chants. At that period in Soutliern history, had no 
lien laws been enacted, and had all credit business 
been reduced to one-tenth of w’hat it was annually, 
the whole South would now be solvent and pros- 
perous. It would have entailed some suffering, but 
no one would Iiave starved. Such an economic 
policy xvould have been of untold value to the 
negroes, 

Under the operations of this system of business 
and these laws, merchants in various localities be- 
came large landowners It was quite natural that 
they should desire to utilize these lands What 
they did, other men similarly situated would have 
done Tlicse merchants became competitors with 
the farmer Each desired to make the industry 
a success There can be no question that the mer- 
chant, or any other class of men, had )ust as much 
right to ow'n land and to cultivate that land, and 
to employ negro labor or white labor, as the 
farmer. On general principles it w'as a mistake. 


Wherever this x^as done, bitter rivalr}’ between 
the resident farmer and the merchant fanner of 
the town ensued. All things in love and war arc 
fair, is a falsehood Modes of procedure may be 
legally right, yet they are not always expedient. 
They may, in this instance, damage the common 
interest of the seller and the buyer. 

The practical \\ orking of this new plan may be 
profitably illustrated. Mr. A., a merchant, owns 
one hundred farms He proposes to cultivate these 
places on the share or rent plan In no ease, under 
these circumstances, docs he employ hands for 
wages. The risk is too great, ami supervision is 
impossible In some instances land is sold, mostly 
to negroes, here and there to white men He docs 
a furnishing business. He provides them with plow 
stock and farming implements, if ncccs,sary, also 
with bread and meat and clothing. This will be 
scicrcly allowanced by the crop prospect. And 
this bread and meat supply, it is claimed by those 
who have the opportiinit}' to know the facts, is 
less, in many instances, than the necessity of hun- 
ger demanded. The merchant is not to be blamed 
for refusing to furnish a man more than he is able 
to pay. The method of working fanns in certain 
localities is under consideration, and not men. The 
purposes of men may be fair, yet the principles 
upon which they act may prove disastrous to the 
general welfare. These men — the one hundred- 
are the customers of this merchant. Liens of one 
sort or another bind these people to him. What 
they make on these farms is practically his. . . . 

The results of these peculiar local circumstances 
born of hen laws may be briefly summed up 

I. One of the first effects of the attempt of mer- 
chant farmers entering into competition with resi- 
dent farmers m the farming industry, is the diffi- 
culty on the part of the latter to secure labor. The 
merchant xvith a big store apjicared, in the esti- 
mation of the negro, a rich man. The white farmer 
by comparison was poor, and himself dependent 
upon this rich merchant for supplies. The negro 
prefers the rich man to the poor man. The negro 
never had much regard for “poor white trash." 
The merchant had the vantage ground in securing 
labor. Practically, the merchant embarrassed the 
debt-ridden farmer. It was not so intended, but it 
operated in this way. . . . 

I. The labor on merchant farms demoralized 
the labor on places of resident farmers. Discipline 
and regular industry among the negroes arc, at 
best, declining in value. This plan introduced a 
new element of danger and confusion. The negroes 
on the merchants’ places enjoyed and took great 
privileges. Tliey worked when they pleased; they 
visited xvhen they pleased, they rode to meetings 
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and cvcrj’uhcre else, by day and by night, when 
thej pleased, and they enjoyed this laZ)', slipshod 
mode of life to their hearts’ content It had the 
spice of Afnea tn it It did not stop here Tliey 
taunted the negroes on places of resident farmers, 
who did not follow their idle and vagrant ex- 
ample, as ''black niggers that didn’t have sense 
enough to be free,” and other expressions of scur- 
rilous import This conduct did the damage to the 
farming people in these localities 
The resident farmer saw m this state of things a 
big screw loose Not a few had less than half the 
number of negroes that they could provide with 
land The worst feature was, those they had were 
demoralntcd by the labor on merchant places To 
control them was a difficult thing To get work 
out of them was a task. Tlie danger of losing even 
these mfenor hborers was great. Patience was 
worn threadbare. Other resident farmers, with 
land and live stock sufficient for twenty and more 
hands, could not secure a smglc negro laborer 
TTicv folded their arms m black despair The 
situation of these men, burdened with debt, the 
propertj' of not a few covered with mortgages, 
with an insufficient complement of labor, and 
that not controllable, and m some cases no labor 
at all, was as blue as mdigo They were crippled 
in their work and their prospects by the verj’ men 
into whose coffers they poured eycry dollar made 
on the farm It is not cmirged that this was done 
intcntionalh UTiat was the remedy’ Men were 
at sea w ithout a compass. Rum never before looked 
so much like rum as these circumstances plamly 
prophesied to the farmers thus situated 


3 Tins purpose on the part of merchants to 
cultivate farms obtained under the credit sj'stcm, 
and the hen laws of the country, waked up bitter 
memories TTic application is to mdividuals Tlic 
effect refers to many To illustrate Mr Henry', a 
farmer, was in debt to his merchant Sjfioo This 
debt was the result of balances earned over for 
years. The farm owned by' Henry was cheap at 
$1,000. After much discussion and hard feeling, 
the merchant bought the place for $3,500. The old 
account and a sinall place valued at S500 and $too 
nsh closed the transaction Thus ends this matter, 
but not so the consctiucnccs in the years to come 
"nme passed on The parents were dead, and the 
children were scattered in various parts of the 
TOuntn Patnek, the younger son, occupied the 
hnic place received m exchange with the mer- 
chant s account for the old homestead Air. 3 

near neighbor, madcntally remarked one day to 
a group of fnends that the Henry' place cort m 

actual cash $iax)o Be this as it mav. Patnek, now a 


raamed man, heard of the report. He was desirous 
to rent the place, and, if possible, buy it 
His father’s merchant was still domg busmess 
in the same town Patrick offered to rent it, so did 
Black John, one of the old Henry negroes. Eight 
bales of cotton was the rental Patrick offered 
rune bales, but Black John got it for eight Patnek 
was an energetic, mtcUigent young farmer Such, 
m substance, was the mformation imparted to us 
The old homestead was on the same road, and a 
few miles distant from the little farm where Pat- 


nek uvea, ticre was material lor thought. The 
legal aspect of the transaction cannot he ques- 
noned But somethmg is due to circumstances, to 
associations, to those tender ties that give aroma 
to life “My mother’s bedroom,” said the young 
man, is now occupied by father’s carriage-driver 
Had he but rented the place to any other man, 
white or black, 1 would not feel so outraged 1 
have good feeling for our old servant Black Johnj 
but 1 can not separate myself from the endeanng 
associations of my parental home The very men- 
tion of father, mother, brothers, and sisters calls 
up Mcred memories, and these duster about my 
birthplace. Why was my offer to rent the home- 
stead so rudely rejected’” It is hoped that such 
cases arc rare The sympathy of the community 
w'as with that youn^ man. The feelmgs of the pco- 
ple wat smoulderuig. These arc bitter memories, 

4. Another effect showed itself in many depre- 
dations These tenants fared no better than odier 
tenants m making a hvmg — rather w'orse As a 
claa they were often hard pressed for food In 
such case ‘mme and thme” were ignored Shoats, 
sheep, young cattle, and poultry' were common 
prey The comcnb and the potato-bank, if ac- 
cessible, vvere not sacred objects to a hunijrv 
stomach. Ten tenants, we were in/oimcd, repre- 
senting 30 persons, made 30 bales of cotton and 
500 bushels of com They raised no potatoes, or 
next to none, and no meat. Half of the coaon 
and rom belonged to the landowner. The re- 

thr vim furnished during 

fnnr? u "’jH not suffice to buy' 

on anTv" rag. ® 

It IS not meant that the condition of all tenants 

ten*? nof yet that that of the 

cnanB with resident farmers was much better 

ne: 



^ Ui:iuuca Witn the idea 

tospX”?th1^ 

Uefited. and the fouSation /laid ToKom 7 
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5. Thievery among negroes, if not the cause, 
has been the occasion, of much \ iolence It is diffi- 
cult to appreciate the situation. Honest men that 
work hard to make a living, and fail m so many 
instances to make ends meet, and then hate the 
little they make, stolen, are certainly annoyed be- 
yond endurance. 

6. With these environments, the two hundred 
farmers have an uphill business, in these localities, 
at farming. If they were encouraged by sympathy 
and generous interest, unmi\ed with selfish con- 
siderations, It IS firmly believed that the result 
would benefit them, the negroes, and the general 
trade. So much for the bad effects of hen laws in 
various localities. . . . 

Tlie credit sy stem is a step generally toward hen 
laws Either one enslaves, the latter intensifies the 
condition Whencter the danger point is reached, 
these laws are sure to be invoked. A\^ere these laws 
repealed, the furnishing business would soon come 
to a dead halt in thousands of cases. Economy and 
freedom would in a few j’ears take the place of 
c.vtravagance, credit prices, and slaver)'. Whatever 
kindness may be in these methods, it is dearly 
bought. It certainly docs look, from all the experi- 
ence of the past, that this plan of buying on long 
tunc, secured by hens, is the very best means to re- 
main poor all the days of one’s life. This method as 
a whole keeps a man poor, wrecks Ids peace of 


mind, makes him old before his time, and destroys 
his mdcpcndcncc. He can not trade where he 
pleases, if he has agreed to do business with a given 
merchant. Besides, m the course of years, he is 
bound to suffer more or less humiliation. If this is 
not a mean bondage, what is? When shall the de- 
lusion that this state of things is necessary, be 
broken’ . . . 

Under the treacherous operations of these lien 
laws, farmers involved themselves in debt, ga\c 
sccunt)' on their estates when cotton W'as selling 
at 30, 25, 20, 15, and 10 cents per pound. They 
bought land, horses, and merchandise when tlic 
great Southern staple brought a high price. Ever)'- 
thmg else was high Interest accumulated year by 
year. A steady pressure was kept on cotton pro- 
duction. Gram growing and meat raising were 
neglected. The increase of the cotton crop pressed 
down its price. Now, when cotton is dow'n to 7 
cents, the attempt to pay old debts incurred w'hen 
the price of cotton ruled at 15, 12, and 10 cents, 
is an herculean task. Many fanners arc hopelessly 
ruined. Who is responsible for this desperate state 
of affairs? Not the merchant nor the farmer, but 
this subtle relief device, the hen laws, and the an- 
nual credit supply business. This s)'stcm brings 
sad experience to one class of men, and gold to 
another class. 


HENRY DE^^AREST LLOYD 


Henry Demarest Lloyd (1849-1903) xvas a 
native New Yorker. Of pioneer Dissenting 
stock, Lloyd follotved family patterns in fight- 
ing evil, though he chose to battle Tammany 
and the trusts rather than the simpler devil his 
father had challenged from the pulpit of a 
Dutch Reformed church. After being gradu- 
ated from Columbia and then admitted to the 
bar, Lloyd made one of a group of young 
latvyers w'ho helped defeat the Tweed Ring 
in 1871. Soon afterward, Lloyd left New York 
and the law for newspaper xvork in Chicago. 

By 1 88 1, his obsen'ations had crystallized 
into an Atlantic article attacking the Standard 
Oil Trust. His experience as a supporter of the 
accused in the Haymarket trials strengthened 
Lloyd’s conviction that, somewhere along the 
way, the American sj'stcm had been pen'cned 
to serve monopoly, not the common man. 


In Wealth against Connnonwealth (1894), 
Lloyd e.\’pands his Atlantic article W'hich pre- 
figures the -work of the “muckrakers" of the 
next decade. Lloyd is less sensational in his ap- 
proach than these, but all his work is character- 
ized by the same passionate indignation against 
privilege and the same faith in the people. 

The great problem of the time, according to 
Lloyd, IS the growth of concentrated wealth. 
From state and congressional investigations 
and the records of many trials, Lloyd draws 
the material which supports his story of 
ruthless competiaon to establish monopoly. 
Tliough the oil industr)' is Lloyd’s chief pre- 
occupauon, he notes the growth of trusts in 
many other fields and their links with the rail- 
roads, which are themselves being consolidated 
into a few noncompeting sj'stems. 

More than any other trust, Standard Oil 
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^■^lsts by virtue of railroad favonnsm It was a 
latecomer to the oil-producing field, Uoyd 
goes on, and it added nothmg to the techno- 
logical development of the industry Other 
men perfected methods of refimng and trans- 
porung oil, other men were forced to build 
pipe hnes when the trust won control of the 
railroads The great contributions of the trust 
have been the exaction of rebates, the manipu- 
lauon of freight rates, and the devising of 
means for forcing its competitors out of busi- 
ness. The Oil Trust, Lloyd sums up, “was 
created in defiance of law, exists in contempt 
of the law, and in its living the law dies 
daily.” 

TTic rebate has been the mam tool of the trust. 
With It, Standard Oil has not merely shipped 
Its own oil more cheaply but it has levied toll 
on the shipments of its competitors as well For 
the most part, it has held the public subjugated, 
but some communities have been able to fight 
back The people of Columbus, Mississippi, 
actually maintained a three-year boycott 
against its effort to dnve mdependent oil 
merchants from the field, and the people of 
Toledo, Ohio, defeated the trust's subsidiary 
monopoly in natural gas by successfully build- 
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ing a municipal plant to supply natural gas to 
themselves. These examples pomt the way to- 
ward hope, Lloyd declares The people must 
realize that their battle is not only with business 
abuses, but with the whole pattern of busmess 
morals. Society must be reformed by the )omt 
labor of associated individuals until democracy 
rules industry as well as the state 

In that conclusion, as well as m the methodi- 
cal presentation of facts, Lloyd resembles his 
more famous successor in muckraking, Lm- 
coln Steffens Like Steffens, Lloyd champi- 
oned unpopular causes — the Chicago anarch- 
ists, Debs’s defense against the sentence for 
contempt of court, the elccDon of Populist 
congressmen, compulsory arbitration on the 
New Zealand method, the striking coal nuners 
of 1901 — and like Steffens, Lloyd finally came 
to think that only the most radical pohtical 
action could cope xvith the evils that xvere so 
plain to him. In the year of his death, Lloyd 
joined the Socialist party, but he was never 
active m its councils 

The selection here repnnted is from Wealth 
agamst Coimnonxeealtb (New York, 1894) and 
IS published by permission of Harper and 
Brothers 


Wealth against Conimou'wealth 

BY HENRY DEMAREST LLOYD 


OiApm I ‘There Are Nosl" — “They Are 
Legion” 

Nature is rich, but cverjnvherc man, the heir of 
natore, is poor Never in this happy country or 
clscnhcre — except in the Land of Miracle, where 
■hhe) did all eat and were filled" — has there been 
enough of amxhmg for the people Never since 
omc began have all the sons and daughters of 
men licen all warm, and all filled, and all shod 
and roofed Nev er yet hav c all the virgins, wise or 
foolish, lictn able to fill their lamps w ith oil 
The world, enriched by thousands of genera- 
tions of tollers and thinkers, has reached a fertility 
which can give ever) human being a plentv un- 
dreamed of even in the Utopias. But between this 
plenty ripening on the boughs of our civilization 
and the people hungering for it step the "cor- 


nerers,” the syndicates, trusts, combinanons, with 
the cry of “over-ptoducuou" — too much of every- 
thing Holding back the riches of earth, sea, and 
sky from their fellows who famish and freeze m 
the dark, they declare to them that there is too 
much light and warmth and food They assert the 
right, for their private profit, to regulate the con- 
sumption by the people of the necessaries of life, 
and to control ptoducHon, not by the needs of 
humanity, but by the desires of a few for divi- 
dends The coat syndicate thinks there is too much 
coal There is too much iron, too much lumber, 
too much flour — for this or that syndicate. 

The majority have never been able to buy 
enough of anything, but this minority have too 
much of e\ eiythmg to sell 

Liberty'produces wealth, and wealth destroys 
liberty “The splendid empire of Charles V.,” says 
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Modcy, “was erected upon the grave of liberty.” 
Our bignesses, cities, factories, monopolies, for- 
tunes, which arc our empires, are tlie obesities of 
an age gluttonous beyond its powers of digestion 
Mankind arc crowding upon each other in the 
centres, and strugglmg to keep each other out of 
^ the feast set by the new sciences and the new fel- 
lowships Our size has got beyond botli our sci- 
ence and our conscience The vision of the rail- 
road stockholder is not far-sighted enough to sec 
into the office of the General Manager, the people 
cannot reach across even a ward of a cit)' to rule 
their rulers. Captains of Industr)' “do not know” 
whether tlie men in the ranics arc dying from lack 
of food and shelter, we cannot clean our cities 
nor our politics, the locomotive has more man- 
power than all the ballot-boves, and mill-wheels 
wear out the hearts of workers unable to keep up 
beating time to their whirl. If mankind had gone 
on pursuing the ideals of the fighter, the time 
would necessarily have come when there would 
have been only a few, then only one, and then 
none left. This is what we arc witnessing in the 
world of livelihoods. Our ideals of livelihood arc 
ideals of mutual deglutition. We are rapidly 
reaching the stage where in each province only a 
few are left; that is the key to our times. Beyond 
the deep IS another deep. This era is but a passing 
phase in the evolution of industnal CaKars, and 
these Caesars will be of a new type — corporate 
Caisars. 

For those who like the perpetual motion of a 
debate in which neither of the disputants is look- 
ing at the same side of the shield, there arc in- 
finite satisfactions m the current controversy as to 
whether there is any such thing as “monopoly.” 
“There are none,” says one side “They are le- 
gion,” says the other. “The idea that there can be 
such a thing is absurd,” says one, who with half 
a dozen associates controls the source, the price, 
the quality, the quantity of nine-tenths of a great 
necessary' of life. But “There will soon be a trust 
for every production, and a master to fix the 
price for every necessity of life,” said the Senator 
who framed the United States Anti-Trust Law- 
This difference as to facts is due to a difference 
in the definitions through which the facts are re- 
garded Those who say “there arc none” hold with 
the Attomey’-Gcncral of the Umted States and the 
decision he quotes from the highest Federal court 
which has yet passed on this question ^ that no one 
has a monopoly' unless there is a “disability” or 
“restriction” imposed by law on all who would 
compete. A sy'ndicatc tliat had succeeded in bot- 
' Annual Report Attorney-General of the United 
States, 1893. 


ding for sale all the air of the earth would not have 
a monopoly in this view, unless there were on the 
statute-books a law forbidding etcry' one else 
from sellmg air. No others could get air to sell, 
the people could not get air to breathe, but there 
would be no monopoly' because there is no “legal 
rcstricnon” on brcatliing or selling the atmosphere. 

Excepting in the manufacture of postage-stamps, 
gold dollars, and a few other such eases of a 
“legal restriction,” there are no monopolies ac- 
cording to this definiuon It excludes the whole 
body of facts which the people include in their 
definition, and dismisses a great public question 
by a mere play on words. The other side of the 
shield was described by' Judge Barrett, of the Su- 
preme Court of New York. A monopoly he de- 
clared to be “any' combination the tendency' of 
which is to prevent competinon in its broad and 
general sense, and to control and thus at will en- 
hance prices to the detriment of the public. . . , 
Nor need it be permanent or complete. It is 
enough that it may be even temporarily' and par- 
tially successful The question in the end is. Does 
It inevitably tend to public injury'^”- 

Those w'ho insist that “there arc none” arc the 
fortunate ones who came up to the shield on its 
golden side But common usage agrees with the 
language of Judge Barrett, because it exactly fits 
a fact w'hich presses on common people heavily, 
and will grow heavier before it grows lighter. 

The committee of Congress investigating trusts 
in 1889 did not report any list of these combina- 
tions to control markets, “for the reason that new 
ones are constantly forming, and that old ones 
arc constantly extending their relations so as to 
cover new branches of the busuiess and invade new 
territories.” 

It IS true that such a list, hke a dictionary, would 
begin to be W'rong the moment it began to appear. 
But though only' an instantaneous photograph of 
the whirlwind, it would give an idea, to be gained 
in no other W'ay, of a movement shadowing two 
hemispheres. In an incredible number of the neces- 
saries and luxuries of life, from meat to tomb- 
stones, some inner circle of the “fittest” has sought, 
and very often obtained, the sw'cet power which 
Judge Barrett found the sugar trust had It “can 
close e\ery refinery at will, close some and open 
others, limit the purchases of raw material (thus 
jeopardizing, and in a considerable degree con- 
trolling, Its producDon), artificially limit the pro- 
duction of refined sugar, enhance the price to 
- People of the State of New York vs The Nonh 
River Sugar Refining Company'. Supreme Court of 
New York — at Circuit (January 9, 1889) New York 
Senate Trusts, 1889, p 278. 
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cnrjch themselves and their associates at the pobhe 
expense, and depress the price when nceessa^’ to 
crush out and uupovensh a foolhardy rival ” 

Comers arc "acute” attacks of that which com- 
binations exhibit as chrome. First a comer, then 
a pool, then a trust, has often been the genesis. 
The last stage, when the crust throws off the 
forms of combmanon and returns to the sunpler 
dress of corporations, is already well along Some 
of the “sjunpathctical co-operaQons" on record 
has e no doubt ceased to exist. But that they should 
have been attempted is one of the signs of the nme, 
and these attempts are repeated agam and agam 
until success is reached 

Many thousands of millions of dollars are repre- 
sented m these centralizations It is a vast sum, and 
yet IS but a minontj’ of our wealth 

Laws against these combmations have been 
passed by Congress and by many of the States, 
’rhete have been prosecutions under them by the 
State and Federal governments The laws and the 
lawsuits hate alike been funle 

In a few eases names and form of organization 
have been changed, in consequence of legal pur- 
suit The whiskey, sugar, and oil trusts had to hang 
out new signs But the dung itself, the will and the 
power to control markets, livelihoods, and hber- 
ocs, and the toleration of this by the public — this 
remains unimpaired, m truth, faahtated by the 
greater secrecy and compactness which have been 
the only results of the appeal to law. 

What we call Monopoly is Business at the end 
of Its (oumey The concentration of wealth, the 
wiping out of the middle classes, are other names 
for It To get It IS, m the world of affairs, the 
chief end of man. 

There are no soliur)’ truths, Goethe sa)'s, and 
monopol) — as the greatest business fact of our 
civilization, which gives to busmess what other 
ages gave to war and religion — is our greatest 
social, poliacal, and moral fact. 

The men and women who do the work of the 
world have the right to the floor Everywhere 
thev are rismg to "a point of mformation " They 
want to know how out labor and the gifts of na- 
ture arc being ordered Iw’ those vv horn our ideals 
and consent have made Captains of Industry' over 
us, how It IS that we, who profess the religion of 
the Golden Rule and tlie political economy of 
service for scrvacc, come to divide our produce 
into incalculable power and pleasure for a few, 
and pamal existence for the many who arc the 
fountains of these powers and pleasures This book 
IS an attempt to help the people answer these 
questions It has been quarried out of offiaal 
records, and it is a venture m realism in the world 
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of realities. Decisions of courts and of speaal 
tribunals like the Interstate Commerce Commis- 
sion, verdicts of Junes in avil and criminal cases, 
reports of committees of the State Legislatures and 
of Congress, oath-sworn tesamony given m legal 
proceedings and m official inquines, corrected by 
rebutting testimony and by cross-exammanon — 
such are the sources of informanon. . . 

To give the full and official history of numbers 
of these combuunons, which are nearly identical 
m inspiration, method, and result, would be repeti- 
tion. Only one of them, therefore, has been treated 
in full — the oil trust. It b the most successful of all 
the attempts to put gifts of nature, entire mdus- 
tnes, and world markets under one hat. Its origi- 
nators claun this precedence. It was, one of its 
spokesmen says, “the parent of the trust system " * 
It IS the best illustration of a movement which is 
Itself but an illustration of the spirit of the age. 

Chaitub XXXlll The Smokeless Rebate 

With searching mtelligcnce, mdomitable will, 
and a conscience which makes rehgion, patriotism, 
and the domestic virtues but subordinate para- 
graphs m a ntual of money wonhip, the mercan- 
tile mmd flies its air-lme to busmess supremacy 
That entirely modem social arrangement — the 
private ownership of pubhc highways — has mtro- 
duced a new weapon into business warfare which 
means umversal domimon to him who will use it 
with an iron hand. 

This weapon is the rebate, smokeless, noiseless, 
mvisible, of extraordinary range, and the deadhest 
gun known to commercial warfare It is not a 
lawful weapon Like the explosive bullet, it is not 
recognized by the laws of war. It has to be used 
secretly. All the rates he got w'ere a secret between 
hmisclf and the railroads “It has nevet been other- 
wise,” tesnfied one of the oil combmauon.' The 
Chevalier Bayard declared proudly, as he lay on 
his death-bed, that he had never given quarter to 
any one so degraded and unkmightly as to use 
gunpowder Every one would close m at once to 
destroy a market combatant who avowed that 
he employed this wicked projectile 

"And m the actual practice of daily hfe,” says 
Ruslan, “vmu will find that wherever there is 
secrecy, there is either guilt or danger ” “When 
did you discover the fact that these rebates had 
been paid?” one of the victims was asked 

TAc never discovered it as a fact until the 
testimony Was taken m 1879 . We always 

suspected It, but w c never knew of it of our per- 
‘Comiimtioiu, b) S CT Dodd, p 19 
’Teitimon}, New York Assembly “Hepburn" Re- 
port, 1879, p 1668 ^ 
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sonal knowledge, and never would really ha%e 
known it of our personal knowledge. ... I had 
no idea of the iniquity that was going on.” - . . . 

Men who hunt their fellow-men with this con- 
cealed weapon always deny it, as they must. To 
use It has always been a sin, and has been made a 
crime in every civilized State. Under United States 
law it is, since 1887, an offence punishable with im- 
prisonment in the pemtcntiar)'.” Moral ideals are 
not bom in legislatures When an act attains by a 
law the distincuon of bemg made a cnme, it is 
already well on its way to e.\ancuon It is made 
infamous by law, because it has already become 
infamous before the conscience and honor of men. 
It was not the prohibiaon of highway privilege 
by the Constitution of Pennsylvama or the laws of 
the Umted States wliich made the rebate an in- 
iqmty. This legal volley is but a salute to the 
established conscience. . . 

One of the successful men disposed of the evi- 
dence that these powers had been so used by 
styling it before the committee of Congress of 
1888 as the “worst balderdash,” and before the 
New York Legislauve Committee of 1888 as “irre- 
sponsible newspaper statements,” “a malignity and 
mendacity that is httle short of devilishncss.” The 
secretary of the oil trust waved it away as “all this 
newspaper talk and flurry.” The president knows 
nothing about the existence of such privileges, ex- 
cept that he has “heard much of it in the papers.” 
And yet another of the trust in the North Aineri- 
cem Review of Februar}% 1883, similarly desenbes 
the accusation as “uncontradicted calumny," to 
which, he regrets to say, “several respectable 
journals and magazines lent themselves ” 

After taking 3700 pages of evidence and sitting 
for months, the committee of 1879 of the New 
York Legislature said m their report: “The historj' 
of this corporation is a umque illustration of the 
possible outgrowth of the present sj'stem of rail- 
road management m giving preferential rates, and 
also showmg the colossal proportions to which 
monopoly can grow under the laws of this coun- 
try'.* . . . The parties whom they have driven to 
the wall have had ample capital and equal ability 
m the prosecution of their busmess m all thmgs 
save their ability to acquire facilities for trans- 
portation.” “ 

The committee of the Ohio Legislature which 
took the evidence of the treatment of the Marietta 

= Testimony, Trusts, Congress, 1888, pp. 215, 223, 226. 
® Interstate Commerce Law, sec. 10 
■* New York Assembly “Hepburn” Report, 1879, pp. 
40-41. 

® New York Assembly “Hepburn” Report, 1879, p. 44. 


independents by the railroads is, so far as the au- 
thor knows, the only body of all the legislative and 
judicial tnbunals that have been investigating for 
the past thirty' years which has found the relarions 
of the railroads and the oil combination to be 
proper. It used the words “public,” “uniform,” “in 
accordance with law,” “equitable,” “no special dis- 
criminations or privileges” to describe the conduct 
of the common carriers in that case. But in doing 
so it had to except from these exculpations the 
railroad which originated the attack on the inde- 
pendent refiners, and the rates of which controlled 
the others, as it was the initial road. It had also to 
admit that the oil combination had received “bet- 
ter rates,” but defended them on the ground that 
Its shipments were larger. These two exceptions are 
doors wide enough to admit every possibility of the 
rebate. The Secretary' of State for Internal Affairs 
of Pennsylvania made an invcsngauon in 1878 on 
the complamt of citizens. He reported to the 
Attorney-General that no case had been made out 
“beyond the ordinary province of individual re- 
dress.” He was hung in effigy by the citizens, and 
the evidence he took remains, like that of the Ohio 
Committee of 1879, a valuable repository of facts 
from which students can draw their own con- 
clusions 

More than any' others the wrongs of the oil m- 
dustry' provoked the invesagations by Congress 
from 1872 to 1887, and caused the establishment of 
the Interstate Commerce Commission, and more 
than any others they have claimed the attention 
of the new law and the new court. The cases 
brought before it cover the oil busmess on practi- 
cally' every road of any importance m tlie Umted 
States — New England, the Middle States, the 
West, the South, the Pacific coast, on the great 
East and West trunk roads — the Pennsy'lvania, the 
Erie, the Baltimore and Ohio, the New York Cen- 
tral, and all tlieir allied lines, on the transconu- 
nental Imes — the Union Pacific, the Central Pa- 
cific, the Southern Pacific, on the steamship and 
railroad association controlling the South and 
Southwest. They show that from ocean to ocean, 
and from the Gulf of St. Lawrence to the Gulf of 
Mexico, wherever the American citizen seeks an 
opening in this industry, he finds it, hke tlie deer 
forests and grouse moors of the old country', pro- 
tected by game-keepers against him and the com- 
mon herd. The terms m which the commission 
have described the preferences given the oil com- 
binaoon are not ambiguous “Great difference in 
rates,” “unjust discnmmation,” “intenuonal disre- 
gard of rights,” “unexcused,” “a vast discrepancy',” 
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-enormous,” “illegJ,” "cicessis e,” * “extraordi- 
niT)-," “forbidden by the act to regulate com- 
merce,”’ “so obvious and palpable a discrimina- 
tion that no discussion of it is necessary," “wholly 
indefensible," “patent and provoVmg discnmma- 
tions for w hich no rational excuse is suggested,” 
“obnoxious,” “disparity absurd and inexci^ 
able,” “gross disproportions and meoualmes," * 
“long practised,” “the most unjust and mjunous 
discrimination and this discnrmnanon mured 
mostly to the benefit of one powerful combina- 
tion ” • 

This was what the Interstate Commerce Com- 
mission found all along the record from 1887 to 
189J 

In the Umted States the processes of busmess 
fcudalizauon are moving more rapidly to the end 
than m any other country. In Chicago, the young- 
est of the great aties of the youngest of the great 
nations, there are fewer wholesale dry-goods stores 
m 1894 for a population of 1,600,000 than there 
were m 186a for In almost every one of 

the meteoric careers by which a few men m each 
trade are rising to supreme wealth, it will gen- 
erally be found that to some ptiv iltge on the raded 
highwaj’s, accomplished by the rebate, is due the 
part of their rise which is extraordinary A few 
cases of great wealth from the mcrcased value of 
land, a few from remarkable mvcntions hkc the 
sewing-machme, are only exceptions 

From using railroad power to give better rates 
to the larger man, it was an easy step to usmg it 
to make a favorite first a larger man, then the 
largest man, and finally the only man m the busi- 
ness, In meat and cattle we sec men rising from 

f iovertv' to great vv'calth From being compeutors, 
ike other men, m the scramble, they get into the 
comfortable scat of control of the prices at which 
the farmer must sell cattle, and at which the peo- 
ple must buv meat’'’ Many other men had thnft, 
sobnerv, iniSusriy, but omy these had the rebate, 
and so onlv these arc the “fittest m the struggle for 
existence We find a merchant prince of the last 

t Rice va Loom Hie and N'ashvnlle Railroad rt al Inter- 
state Commerce Commission Reports, vok 1, p yii 
Trusts, Congress, 1888, pp 675-84 
’Scofield ir Lake Shore and Michigan Southern Rail- 
road, Interstate Commerce Commission Reports, vol 
li, p 90 

■ Rice, Robinson and WTvherop v; Western New York 
and Pcnnrvivanb Railroad cr ol Interstate Commerce 
Commission Reports, V ol iv,, p 131 
•Same, 

’®*Fcstimonj,Ncvv h ork Assembly “Hepburn” Report, 
•S;?. pp J97. ;Si, 815, 9J4, 13S3 United Sutes Senate 
Report On Meat Products, p aj 
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generation m New York gatbermg into hu hands 
a share of the dry-goods busmess of the country 
which appears ent&cly disproportionate to his 
ability and energy', great though these be Is his 
secret a brain so much larger than his competitors 
brams os his busmess is greater than thems? . . 

The officials of the Pennsylvania Railroad, by 
the use of rebates, handed over the Stare of 
Pennsyivama to three coal-dealers, each of whom 
had his remtory, and was supreme m it, as 
would-be competitors found out when they un- 
dertook to shin coal into his market. They made 
a similar division of the iron and steel busmess. 
The rebate is the golden-rule of the “gospel of 
wealth ” We have already seen that the secret of 
the few corporations which have become the 
owners of almost eveiy acre of the anthracite coal 
of Pennsvlvama was the rebate 

Along one of the most important Imes out of 
Chicago gram dealers who had been buying and 
selling m an open market, building elevators, in- 
vesting capital and life, found five years ago 
market and railroad and hvelDiood suddenly 
closed to them, and the work of thirty yoars 
brought to an untmiely end The United Stares 
Interstate Commerce Commission, and the United 
States District Attorneys co-operacmg with it, 
broke down m the attempt to compel tne railroad 
men who gave these privileges of cranspottaoon, 
or the business men who received them, to testify 
or to prodnee their books The United States 
grand-jnry m Chicago, in December, 1890, pro- 
ceeded against the shippers and the railroad men. 
All of them refused to tell the rates given or re- 
ceived, or to produce their books. 

Why do you refuse to answer? they were asked. 
Because to do so would incriminate us. 

Here, too, would-be successful men have gone 
gunmng with the smokeless rebate for control of 
the wheat and com and all the produce of the 
American farmer Gram is fated to go the way 
that oil, hard coal, cattle, and meat have already 
gone. The farmer may remam the nommal owner 
of his farm under these circumstances, but he w 31 
be real owner of nothmg but the piece of paper 
title. 

First the product of the farm, then the farm 
In America rises the shadow of a commg land- 
ownership more concentrated, more cruel, with 
the impersonal cruelty of corporate anony'inity, 
than any the world h« yet seen 
This IS what is going on to-day m the "division 
of property” in Amenca, Our soaety is woven to- 
gether by the steam shuttle that moves between itS 
firms and dinner-tables, its cotton-fields and fac- 
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tones, thousands of miles apart, and the sliuttlc is 
crooked. Out of $800,000,000 paid yearly in this 
country for die carriage of freight, it was esti- 
mated in 1888, by one who knew, that $50,000,000 
to $100,000,000 goes to favored shippers" As the 
result of personal examination made as an expert 
for stockholders, he declared that one of the great 
trunk lines had in the last twenty years thus di- 
verted to favorites of the managers $100,000,000 of 
the money of the stockholders. Besides his yachts 
and trotters, ever)' Captain of Industry wonh 
talking about keeps his stud of railway presidents 
and general frciglit agents. 

Public opinion, as yet only in the gristle in these 
new questions, turns upon first one and then an- 
other as the author of its troubles — tlie soulless 
corporation, the combination of corporations, rail- 
road oppression, or what not. But the corporadon 
is merely a cover, the combination of corporarions 
an advantage, the private ownership of public 
highways an opportunity, and the rebate its per- 
fect tool. The real actors are men, the real instru- 
ment, the control of their fellows by wealth, and 
the mainspring of the evil is the morals and eco- 
nomics which cipher tliat brothers produce wealth 
when tliey are only cheating each other out of 
birthrights. 

The success of the same men in Europe shows 

It Franklin B Gowen, before the United States Senate 
Interstate Commerce Committee, March, 1888 


that railroad discriminadon is not the essence of 
their power, though it has in America been the 
chief instrument. By their wealth and their will- 
ingness to use it in their xvay they have become 
supreme. Supreme even where, as in England and 
Germany, they had no such unjust and crushing 
preference on the highw'ays as in America Back 
of highw'ay privilege, back of money pow'er, back 
of trade supremacy gained by these two means 
must be reckoned, as the essence of this phenome- 
non, the moralit)' — our moraht)' — which not only 
allow's but encourages men to do each other to 
death, provided only the weapon be a bargain and 
the arena a market. “Everytning shall not go to 
market,” says Emerson, but evciything does go to 
market. The millionaire is the modem hero, says 
the New York Eveiimg Post. The men w'ho have 
found in the rebate the secret of business success 
— and there are more of them than the public 
guesses — have only extended a fiercer hand to 
the results all were aiming at. They have used the 
smokeless rebate because it was the best gun. But 
if that Iiad not been ready to tlicir hand, they 
would have taken the next best Tlie course of 
conquest might have been slower, but, unless 
checked by moral interventions, it would have 
reached the same end. If society is founded on the 
idea that property belongs to the strongest, these 
will sooner or later get all the property, by bar- 
gains or by battles according to ‘‘the spirit of the 
age.” . . . 


IGNATIUS DONNTLLY 


These grievances against America were sum- 
marized in an indignant and defiant manifesto 
— the Platform of the People’s party of 1892. 
It was the xvorlc of Ignatius Donnelly (1831- 
1901) who was one of the most colorful of the 
Western leaders of the period. 

Donnelly’s parents had come from Ireland to 
Philadelphia in the early years of the century 
and had brought up their young son to the law. 
Donnelly himself moved to Alinnesota m the 
fifties and left legal practice to speculate in 
land. The panic of 1857 brought ruin to his 
schemes and turned his interest from town 
lots to farming. He joined the new’ Republican 
party, served in Congress from 1863 to 1869, 
xvorked for land grants to the Alinnesota rail- 
roads, and grew up xvith his section. 


In the early seventies, Donnelly left the Re- 
publican party. He joined the Liberal Republi- 
can movement, w'hich tried to defeat Grant 
W'ith Horace Greeley, and then cast in his lot 
with the Grangers and tlie Greenbackers. But 
political lost causes were not enough to enlist 
his full interest and energies; he also engaged in 
literary lost causes. In the eighties, he xvrote 
The Great Cryptogram, in xvhich he proved 
not only tliat Bacon xvrote the plays of Shake- 
speare but that he wove into them a complete 
account of the life and ill doings of the man 
xvho xvas credited xvith his achievement. By 
1887, Donnelly xvas again in politics, this time 
serx’ing in the Alinnesota Legislature as a rep- 
resentative of the Farmers’ Alliance movement. 

In the years xvhen Donnelly was xvorking to 
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Ip unite the vanons agranan groups on a 
iglc platform, he was wnnng his striking 
opaganda novels, The Golden Bottle and 
lesar's Coliwm In the first, Donnelly tells 
c stor)- of a Kansas farm youth vhose ap- 
al to heaven is ansts cred ts ith a magic vial 
: contents can turn iron into gold Thus 
rtified, Ephraim Benezet saves his father’s 
rm and his Kansas county from usunous 
ortgage owners He proceeds to conquer first 
e United States — ^when he is elected Presi- 
;nt against the opposition of the “intctests” 
and then the earth The world’s last battle is 
ught between President Benezet and the Czar 
Russia, thereafter, peace, plenty, low in- 
rest, and the green-belt town prevail and man 
hieves Utopia. 

Caesads Colimm is a grimmer story The 
Mr of the novel is 1988 Plutocracy has 
hicved complete victoty Under the forms 
republicanism and consatutional monarchy, 
lance capital rules the world and maintains 
I pow cr by a police force which uses dingl- 
es from which arc dropped explosive bombs 
id “a subtle poison which rolls steadily for- 
ard, kdling all who breathe it." But the plu- 
cracy has not counted on love or die power 
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of conspiracy A wealthy young man, whose 
father has been unjusdy impnsoned, becomes 
leader in a triumvirate of plotters who suc- 
ceed m organizing a ivorld-wide society of 
avengers The youth buys off the plutocracy s 
pohee and, on the day of revolt, the bombs 
drop not on the revolutionanes but on the 
soldiers sent out to crush them Destruction 
sweeps over the wmrld, and the last monument 
of Western civilization is “Caesar’s Column,” 
a huge pyramid of the heads of the plutocrats, 
severed and sheathed in a concrete shell 

The social philosophy of Donnelly’s novels 
IS represented in the preamble and in many of 
the specific demands of the Populist platform 
of 1891 When spokesmen for the Northern 
and Southern Farmers’ Alliances met at Omaha, 
they decided, after long negotiaaon, to join 
forces and enter the presidential campaign of 
1891 as an independent party The preamble 
to their platform was wntten by Ignatius Don- 
nelly, as has been noted, and its flamboyant 
rhetoric represents his thinking about America 
as well as the sentiments of many of the Popu- 
lists 

The selection here reprinted is taken from 
contemporary newspapers 


People’s Party Platform of i8p2 

BY IGNATIUS DONNELLY 


ssr-MiiixD upon the iifith annnersary of the 
eclaranon of Independence, the People’s party 
Amenca, m their first national convention, in- 
ikmg upon their acnon the blessing of Almighty 
od, puts forth, in the name and on behalf of the 
ople of this countty, the following preamble 
d declaranon of prinnples 
The conditions which surround us best justify 
ir co-operation we meet m the midst of a na- 
in brought to the verge of moral, pohucal, and 
atonal rum Corruption dominates the ballot- 
IX, the legislatures, the Congress, and touches 
cn the ermine of the bench The people are 
moralized, most of the states have been com- 
lled to isolate the voters at the polling places to 
event universal intimidation or bnberj The 
wspapers arc largclj subsidized or muzzled, 
ibhc opinion sdenced, busmess prostrated, our 


homes covered wnth mortgages, labor impover- 
ished, and the land concentrating in the hands of 
the capitalists The urban wormnen are demed 
the right of organization for self-protection, im- 
ported pauperized labor beats down their wages, 
a hireling standmg armv, unrecognized by our 
laws, IS established to shoot them down, and they 
^ degenerating into European condi- 

tions. The fruits of the toil of milbons are boldly 
stolen to build up colossal fortunes for a few, un- 
precedented m the history of mankind, and the 
possessors of these, m turn, demise the republic 
and endanger liberty' From the same prolific 
womb of governmental injustice we breed the two 
great classes — tramps and millionaires. 

The national povv’er to create monev' is appro- 
priated to enrich bondholders, a vast public debt 
payable m legal-tender currency' has been funded 
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into gold-beanng bonds, tliereby adding millions 
to the burdens of the people. 

Silver, which has been accepted as coin since the 
dawn of histor}% has been demonetized, to add 
to the purchasing power of gold by decreasing 
the value of all forms of property as well as human 
labor, and the supply of currency is purposely 
abridged to fatten usurers, bankrupt enterprise, 
and enslave industr)'. A vast conspiracy against 
mankind has been organized on two continents, 
and It IS rapidly taking possession of the world If 
not met and overthroNvn at once, it forebodes ter- 
rible social convulsions, the destruction of civiliza- 
non or the establishment of an absolute despotism 

We have witnessed for more than a quarter of 
a century the struggles of the two great political 
parties for power and plunder, while grievous 
wrongs have been inflicted upon the suffering 
people. We charge that the controlling influences 
dominaang both these parties have permitted the 
existing dreadful conditions to develop without 
serious effort to prevent or restrain them. Neither 
do they now promise us any substantial reform. 
They have agreed together to ignore, in the com- 
ing campaign, every issue but one. They propose 
to drown the outenes of a plundered pemile with 
the uproar of a sham battle over the tariff; so that 
capitalists, corporations, national banks, rings, 
trusts, watered stock, the demonetization of silver, 
and the oppressions of the usurers may all be lost 
sight of. They propose to sacrifice our homes, 
lives, and children on the altar of Mammon, to 
destroy the multitude in order to secure corrup- 
tion funds from the millionaires. 

Assembled on the anniversary of the birthday 
of the nation, and filled with the spirit of the 
grand general chief who established our mdepend- 
ence, we seek to restore the government of the re- 
public to the hands of “the plain people,” with 
whose class it originated. We assert our purposes 
to be identical with the purposes of the Nauonal 
Constituuon, “to form a more perfect umon and 
cstabhsh justice, insure domesne tranquillity, pro- 
vide for the common defense, promote the gen- 
eral welfare, and secure the blessings of liberty 
for ourselves and our posterity.” 

We declare tliat this republic can only endure 
as a free government while built upon the love 
of the whole people for each other and for the 
nation, that it cannot be pinned together by 
bayonets, that the civil war is over, and that every 
passion and resentment which grew out of it must 
die with it, and that we must be in fact, as we are 
in name, one united brotherhood. 

Our country finds itself confronted by condi- 
tions for which there is no precedent in the his- 


xory' of the world. Our annual agricultural pro- 
ductions amount to billions of dollars in value, 
which must within a few wcclcs or months be ex- 
changed for billions of dollars of commodities 
consumed in their production, the cxisung cur- 
rency supply IS wholly inadequate to make tins 
exchange. The results are falling prices, the forma- 
tion of combines and rings, the impoverishment 
of the producing class. We pledge ourselves that, 
if given power, we will labor to correct these eiils 
by wise and reasonable legislation in accordance 
xvith the terms of our platform. 

\Vc believe that the powers of government — in 
other words, of die people — should be expanded 
(as in the case of the postal service) as rapidly and 
as far as the good sense of an intelligent people 
and the teachings of experience shall justify, to 
the end that oppression, injusdce, and poverty 
shall eventually cease in the land. 

While our sympathies as a party’ of reform are 
naturally upon the side of every proposition which 
will tend to make men mtelligent, virtuous, and 
temperate, we nevertheless regard these questions, 
important as they' arc, as secondary to the great 
issues now pressing for solution, and upon which 
not only our individual prosperity, but the very 
existence of free institurions depend, and we ask 
all men to first help us to determine xvhether we 
are to have a republic to administer, before xve 
differ as to the condinons upon which it is to be 
administered, behevuig that the forces of reform 
this day organized will never cease to move for- 
ward until every wrong is nghted and equal rights 
and equal privileges securely established for all 
the men and women of this country. We declare, 
therefore — 

UNION OF THE PEOPLE 

1. That the union of the labor forces of the 
United States this day’ consummated shall be per- 
manent and perpetual may its spirit enter into all 
hearts for the salvation of the republic and the 
uplifting of mankind' 

2. Wealth belongs to him xvho creates it, and 
every dollar taken from mdustry without an 
equivalent is robbery’. “If any will not work, 
neither shall he eat.” The interests of rural and 
civic labor are the same; their enemies are iden- 
tical. 

3. We believe that the time has come when the 
railroad corporations will either own the people 
or the people must own the railroads, and should 
the gox'ernment enter upon the xvork of owmng 
and managing all railroads, we should favor an 
amendment to the Constitution by xvhich all per- 
sons engaged in the government service shall be 
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placed under a cn il-service rcgulanon of the most 
rigid character, so as to present the increase of the 
power of the national admmistrauon by the use 
of such additional government employees. 

THE QUCSIIOH OE nNANCE 

A\'e demand a national currencj’, safe, sound, 
and flexible, issued by the general government 
only, a full legal tender for all debts, public and 
pnsate, and that without the use of bankmg cor- 
porations, a just, equitable, and efficient means of 
distribution direct to the people, at a tax not to 
exceed two per cent, per annum, to be provided 
as set forth in the sub-treasury plan of the Farm- 
ers’ Alliance, or a better system, also, by pay- 
ments m discharge of its obligations for public 
improvements. 

tVe demand free and unlimited coinage of sdver 
and gold at the present legal ratio of sixteen to 
one. 

We demand that the amount of circulating 
medium he speedily increased to not less than $50 
per capita 

We demand a graduated income-tax. 

We beheve that the money of the countty 
should be kept as much os possible m the hands 
of the people, and hence we demand that all state 
and nanonal issues shall he limited to the neces- 
sarj' expenses of the government, economically 
and honestly administered 

We demand that postal uvings-banks be estab- 
lished by the government for the safe deposit of 
the earnings of the people and to facibtate ex- 
change. 

COVmOL OP TRA^SPORTA■^OV 

Transportation facing a means of exchange and 
a public necessity, the goiemment should oxvn 
and operate the railroad m the interest of the 
people. 

The telegraph and telephone, bhe the post- 
olfice system, being a necessity for the transmis- 
sion of news, should be owned and operated by 
the government m the interest of the people 

EECLAIMtXG THE LAND 

The land, mcludmg all the natural sources of 
wealth, IS the heritage of the people, and should 
not be monopolized for spcculans e purposes, and 
alien ownership of land should be prohibired All 
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land now held by railroads and other corporations 
in excess of their actual needs, and all lands now 
owned by ahens, should be reclaimed by the gov- 
ernment and held for actual settlers only 

Resolved, i That w e demand a free ballot and 
a fair count m all elections, and pledge ourselves 
to secure it to every legal voter, without federal 
mtervenuon, through the adoption by the states 
of the unperverted Australian secret ballot sys- 
tem 

Resolved, a That the revenue derived from a 
graduated mcomc-tax should be applied to the 
reducoon of the burdens of taxation now levied 
upon the domestic mdustries of this country 

Resolved, 3 That we pledge our support to fair 
and bberal pensions to ei-Umon Soldiers and 
sailors. 

Resolved, ,3. That we condemn the fallacy of 
protectmg American labor under the present sys- 
tem, which opens out ports to the pauper and 
criminal classes of the world and crowds out our 
xvage-eamers, and we denounce the present in- 
effective law against contract labor, and demand 
the further restriction of undesirable immigration 

Resolved, 5 That we cordially sympathize 
with the efforts of organized workingmen to 
shorten the hours of labor, and demand a ngid 
enforcement of the enstmg eight-hour law on 
government work, and ask that a penalty danse 
be added to the said law 

Resolved, 6 That we regard the maintenance 
of a large standing army of mercenaries, known 
ns the Pmkerton system, as a menace to our liber- 
ties, and w'C demand its abolition, and we con- 
demn the recent mvision of the Tetntoiy of Wy- 
oming by the hired assassins of plutocracy, 
assisted by federal officers. 

Resolved, 7 That we commend to the thought- 
ful considcraaon of the people and the reform 
press, the legislative system known as the imtiaave 
and referendum 

Resolved, 8 That we favor a constitutional 
provision limiting the office of President and Vice- 
rtcsidcnt to one term, and providing for the elec- 
tion of senators of the Umted States by a direct 
vote of the people. 

Resolved, 9 That we oppose any subsidy or 
national aid to any private corporation for any 
purpose. 
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BENJAMIN R. TILLMAN 


In one sense, Ockcn’s attack on the crop-licn 
system may be taken as an c\pression of die 
revolt against tlie dominant influence of the 
towns in Southern politics. Merchants were 
townsmen, by and large; they resisted the 
farmers’ demand that rural interests be given 
greater consideration by state governments; 
and they permitted the Negroes to vote in or- 
der to keep the Southern white masses in sub- 
jection. In South Carolina, for example, though 
the up country had the bulk of the white vot- 
ing population, the numerous small seaboard 
counties gave the low country a dispropor- 
tionate political influence. State office was con- 
centrated in the hands of the ex-Confederatc 
leaders who had restored white rule in the 
seventies and whose leaders were becoming 
rich as a result of their alliance with Northern 
railroading and industrial interests. 

A new force rose in opposition during the 
eighties. Men like Benjamin R. Tillman of 
South Carolina challenged the old leaders and 
organized the upland farmers to eliminate the 
Negro from politics and seize the reins of 
power for the white masses. In this way, white 
supremacy would be permanently assured in 
the South. 

Benjamin Ryan Tillman (1847-1918) was 
the youngest son of a South Carolina family of 
moderate position. Youth and an abscessed eye 
had prevented Tillman’s serving in the Con- 
federate army but he proved his capacity for 
combat in the turbulencies of the late seventies. 
After a penod of legal practice, Tillman at- 
tempted to break the local aristocracy’s hold 
on the politics of his state, but low country 
preponderance at party conventions defeated 
him. Thenceforth, Tillman set himself the task 
of creating an organization of farmers strong 
enough to capture and hold the Democratic 
part)' of South Carolina. 

By 1890, Tillman’s Wool Hat Boys had 


elected him governor. In his new post, Tillman 
pushed for the reform jirogram he had been 
advocating during the past decade. He organ- 
ized a centralized tax administration; secured 
an increased royalt)' from the companies de- 
veloping the South Carolina phosphate de- 
posits; and diverted funds from an overstaffed 
State University to agricultural training schools 
and a normal school for girls. The great issue 
of Tillman’s first administration, however, was 
his proposal for a convention to revise the 
State Constitution, reapportion the state’s vot- 
ing distncts, and secure the disfranchisement 
of the Negro without imposing similar stand- 
ards of literac)' on white voters. 

Tillman was returned to office in 1892 and 
obtained legislative consent for summoning a 
constitutional convention which would not be 
required to submit the results of its delibera- 
tions to the people. Though he was elected to 
the Umted States Senate in 1894, Tillman 
fought for his convention, succeeded in ex- 
cluding Negroes from voting for its members, 
and helped carry the clauses tliat nullified the 
Fifteenth Amendment. By the inclusion of a 
socallcd “understanding clause’’ in its new 
Constitution, South Carolina had perfected a 
device for keeping the Negroes away from 
the polls. By this means, white supremacy was 
finally reestablished in South Carolina — and in 
other Southern states as well (although Missis- 
sippi had been the first to act in 1890) — and 
the white masses, under the leadership fre- 
quently of ambitious and unscrupulous men, 
took control of the Democratic part)'. The 
new Constitution, which still governs South 
Carolina, was installed January i, i 2 g 6 

Tlic selection here reprinted is from the 
Journal of Proceedmgs of the South Carolina 
Constitutional Convention of 1895 (Columbia, 
S. C, 1895). 



AMERICAN PROBLEMS 


839 


Journal of the Froceedings of the South Carohna 
Conmmtioml Convention 


SrNAitJR Tillman Mr President ind Gentlemen 
of the Convenuon . It has been well said that 
this IS a momentous issue, that this Convention 
of the people of the State to deal with the question 
of sufi^gc will marl, an epoch m our history I 
may further say that the quesoon of suffrage and 
Its wise regulation is the sole cause of our bemg 
here. The prosperity, happiness and progress of 
this people depend upon its wise solution. The 
sery life of the State is involved in the w isdom or 
the unwTsdom of our action, \^^ly do I say this? 
WTien the Southern Cross went down m battle 
and the hopes of the Southern Confederacy were 
laid in the grate of the “Lost Cause," when we 
had struggled for four years wuth a bravery’ and 
patnotism and self-sacrifice unparalleled in his- 
tory for the right of self-government, and for 
our rights under the Constitution as we conceived 
and understood them, what came to pass? Presi- 
dent Johnson appointed a Provisional Gotemor, 
and ordered a Consutuaonal Contention to be 
coni cned to prepare the way for the State of South 
Carohna to re-enter the Union. That Conven- 
tion assembled and adopted a Constituaon. Under 
It legislation was enacted, the “BlacU Code," of 
which tve hate heard so much, was part of that 
Icgislaoon IVhatctcr may be said as to that “Black 
Cide," It gate the Black Repubheans, Thad. 
Stet ens and his gang, excuse for their reconstruc- 
tion devDtry It was the only pretense they wanted, 
because these hell hounds, actuated by hate for 
the Southern people, were determined upon de- 
grading us to the lowest level possible, and tliey 
had right at hand an instrument which the most 
fertile imagination, if it had been giten a thousand 
years to concoct a scheme of revenge, could not 
hate surpassed it. It was the presence among us 
of our ex-slaves set free by the results of the war 
Actuated solely by' the purpose to perpetuate 
the rule of the Republican patty, and with the 
hellish purpose of tentmg their rage and hatred 
upon a conquered people, they passed the Recon- 
struction Acts, and came tery near impeachmg 
Johnson because he had been movu^ forivard 
contrary’ to their will. And then they’ put in mo- 
tion the forces of the army, which were already 
here to depose the civil gotemment which we 
had established, to oterthrou’ the fabric which 
we were trying to re-erect, and to put in its place 
the rule of the negro over the Anglo-Saxon. 


Canby, the Major General m charge of this de- 
partment, issued his orders callmg for the elecaon 
of delegates to a Constitutional Convention And 
m effect he said to the Southern white men “At- 
tend to your matenal mterests, the army will take 
care of your government, your help is not wanted, 
nor will your mtetfetence be tolerated" — and the 
radical nng-streaked and stnped carpet-bag^ 
Convention of 1868 assembled The Constitution 
which they gave us was submitted to the vote of 
the people — to the negroes, in fact. All our then 
leaders, without exception, took the position that 
this action on the pan of Congress and the United 
States army was outside of me Constitution and 
must fall They advised our Southern white men 
to remam at home and pay no attention to it, 
that It would drop of iQ own illegality, and the 
consequence was no white man participated m 
the election to tattfy the Consotunon. It was 
pushed through at the polls, guarded all over the 
State by bay oncts, and we were placed under the 
rule of our cut-slaves, A Legislature was elected 
under that Constitution, and an ex-army officer, 
Robert K Scott, was elected Governor The State 
House was filled with the mimons of Black Rc- 
pubhcanism, officered and led by while thieves, 
who came here for the express purpose of getting 
rich at the expense of our impoverished and fallen 
people. . . 

Now, I have alluded to the fact of this villamy, 
anarchy’, misrule and robbery, and 1 cannot, in 
any words 1 possess, paint it. There is no man on 
this floor Irving in the country who dared during 
that dark period to leave his fireside without dread 
that when he returned he w ould find some harm 
to his family, and he dared not go forth w’lthout 
being armed, fearful of robbery The sky was hr 
almost every roght by the glare of burning dwell- 
ing and gm houses Our Courts of justice were 
filled with bribe-takers, and the Judges themselves 
were not free from bribery How did it come 
about, and who must bear the blame’ We arc 
told the negroes didn’t do it. “Oh, we didn’t do 
iq" they say’. fAddressmg the negro delegates] 
\ou blindly followed and obeyed the orders of 
the Frcedmcn s Bureau and the Umon League and 
Ignored the appeals of y’our former masters, who 
treated y ou w ith Inndness and furnished you with 
your daily bread I my’tclf can testify that appeal 
after appeal w as made by me, and by’ almost ev cry 
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white man in this State, with the negroes with 
whom he came m contact on his plantanon “Stop! 
come back! help us free ourselves from this bur- 
den'” But every one of you, almost up to 1876, 
blindly followed wherever these white thieves 
ordered. Was it negro government’ The negroes 
furnished the ballots, and that is w'hat w'e are deal- 
ing with The negroes put the httlc pieces of 
paper m the box that gave the commission to these 
white scoundrels who were their leaders and the 
men who debauched them; and this must be our 
jusnfication, our vindication and our excuse to 
the world that we are met m Convenaon openly, 
boldly, without any pretense of secrecy, to an- 
nounce that it is our purpose, as far as we may, 
without coming in conflict with the Umted States 
Constitution, to put such safeguards around this 
ballot in future, to so restrict the suffrage and 
circumscribe it, that this infamy can never come 
about again. 

The negroes were the tools of designing white 
men, I acknowledge — participators and wilhng 
tools. The poor, ignorant cotton field hand, who 
never reaped any advantage, nor saw anything 
except a pistol, blindly followed like sheep wher- 
ever their black and white leaders told them to go, 
voted unanimously every tmie for the Repubhean 
ticket during tiiat dark penod, and these results 
were achieved solely and wholly by reason of the 
ballot being m the hands of such cattle. Is the 
danger gone’ No. How did we recover our lib- 
erty'? By fraud and violence. We tned to over- 
come the thirty thousand majonty by honest 
methods, which was a mathematical impossibility. 
After we had borne these indignities for eight 
years life became worthless under such conditions. 
Under the leadership and inspiration of Mart 
Gary — because he planned and brought about the 
Straightout movement of ’7(5 — m spite of the low 
country fighting on this floor against those who 
opposed putting Chamberlam forsvard as a com- 
promise candidate — under his leadership and 
through his magmficent courage (for Edgefield 
alone gave us the e.xcuse to claim the Governor- 
ship), we won the fight. We had a legal right by 
her majority, but then Grant’s bayonets were here 
to prop Chamberlain m the Governor’s chair. We 
were held in suspense from the meeung of the 
General Assembly in November until Hayes’s 
atle had been settled by the Edectoral Commis- 
sion in March. The whole State was like a powder 
magazine. The people had sworn to have their 
liberties or to die. 

How did we bring it about’ Every white man 
sunk his personal feelings and ambitions The 
white people of the State, illustrating our glorious 


motto, “Ready with their lives and fortunes,” 
came together as one. By fraud and violence, if 
you please, we threw it off In 1878 we had to re- 
sort to more fraud and violence, and so agam in 
1880 Then the Registration Law and eight-box 
sj'stem was evolved from the superior mteUigencc 
of the white man to check and control this surg- 
ing, muddy stream of ignorance and to tell it to 
back, and since then we have carried our elections 
Without resort to any illegal methods, sunply be- 
cause the whites were united If we were to re- 
main umted it would still be desirable that we 
should guard against the possibility of thb flood, 
which IS now dammed up, breaking loose; or, 
like the viper that is asleep, only to be warmed 
into life agam and stmg us whenever some more 
white rascals, native or foreign, come here and 
mobilize the ignorant blacks. Therefore, the only 
thing we can do as patriots and as statesmen is 
to take from them every ballot that we can under 
the laws of our national government. 

I read a moment ago from the report of the 
Committee that good government can only rest 
on intelligence and good morals. I mil go further 
and say that good government and the verj' life 
of republics rest on virtue, patriotism and intelli- 
gence. The chief amongst the three is intelligence. 
It has been said, and it must be apparent to any 
one who thinks, that even if we restrict the suf- 
frage as we propose, that mth 40,000 Conserva- 
tives and 40,000 Reformers, divided and striving 
for mastery, and 15,000 lUiteratc white men dis- 
franchised, that the negroes are still here in suf- 
fiaent numbers to control us. Are we so besotted, 
so forgetful and oblivious of the record which I 
have just read to you? Have our memones grown 
so callous that we as a white race — kinsmen, 
brothers, common inheritors of the glorious past 
and of the freedom transmitted to us by our fore- 
fathers — have we got to the pomt where we can- 
not unite as brothers, throwmg aside the pettj’ 
bickerings and animosities that have been engen- 
dered m the last five years, and, without regard 
to personal ambiaon or partisan advantage to any- 
body, can we not provide so that we will not have 
to appeal to these people as arbiters of our fate’ 
Can we not rise to the necessiucs of the occasion 
and put into this Constitution such an Amcle in 
reference to suffrage as will guarantee, as far as the 
law can guarantee, to future generations that they 
shall have the blessmgs of Anglo-Saxon civiliza- 
tion and liberty in this State? How pitiable, how 
puerile, how ineffably, unutterably contemptible 
appear the personal ambitions and pett)' spites of 
men alongside of this grand and glorious pur- 
pose! 
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Reports of StanodsC Committees 
Mr. B R. TrLL^tA^, for the Committee on Suf- 
frage, submitted the following report, which was 
read the first time and ordered for consideration 
to-morrow 

REPORT OF THE COMMITTEE ON WCtlT OF SUFFRAGE 

To (fee Frexident mid Members of the Convention. 

The Comminee on Right of Suffrage respect- 
fully report the accompanying document, con- 
sisting of fifteen Sections, and recommend its 
adoption as Article — of the Constituoon. 

All of which IS respectfully submitted 

B R. TnxMAN, Chairman, 

Article — RiRbt of Suffrage 

Section I. All elccnonj by the people shall be 
by ballot 

Section 2 Every oualificd elector shall be eli- 
giblc to any office to ne voted for, unless disquali- 
fied by age. But no person shall hold two offices 
of honor or profit at the same time except officers 
in the militia and Notaries Public. 

Secaon 3 Estry malt ciuxen of the United 
States, tw enty-one years of age and upwards, not 
laboring under the disabilmea named in this Con- 
sutution, and possessing the qualifidUons required 
by It, shall be a legal elector 

Section 4 The qualifications for suffrage shall 
be as follou’S 

(a ) Residence m the Sure for two years, m the 
County one year, in the election distnct in which 
the elector ofters to \ ote four months, and the pay- 
ment of a poll tax six months before any election 
Provided, uoveier, That Ministers of the Gospel 
m charge of an organised church shall be entitled 
to vote after slx months’ residence m the State, if 
othemisc qualified 

(b) Registration, which shall provide for the 
tnroUmont of every’ elector once in ten years. 

(c ) The person applying for registration must 
he able to read and write any Secoon of the Con- 
tntution, or must show that he owns and pay« 
taxes on $300 worth of property in this State 
Provided, TTiat at the first registrauon under this 
Consntuuon, and up to January' ist, 1898, all male 
persons of voting age who can read a clause m 
this Constitution, or understand or cTOlam it when 
read to them by tlic registration officer, shall be 
entitled to register and become cicaors. A sepa- 
rate record of all illiterate persons thus registered, 
sworn to by the registration officer shall be filed, 
one copv with the aerk of Court, and one in the 
office of the Secretary of State, on or before Jan- 
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uaiy ist, 1898, and such persons shall remain dur- 
ing life qualified electors, unless disqualified by 
the provisions of Section 6 of this Article The 
certificate of the aerk of Court or Secreury of 
State shall be sufficient evidence to establish the 
right of said class of aozeos to registration and the 
franchise 

(d) Any person who shall apply for registra- 
tion after January ist, 1898, if otherwise qualified, 
may be registered Provided, That he can both 
read and write any Section of this Constitution, 
or can show that he owns and has paid taxes dur- 
ing the previous year on property in this State 
assessed at $300 or more 
Section 6 The followmg persons are disquali- 
fied from being registered or voting 
First, persons convicted of burglary, theft, arson, 
obtaining goods or money under false pretenses, 
peryury, forgery, robbery, bribery’, adultery, em- 
neialcinent, bigamy, or crimes against the election 
laws Provided, That the pardon of the Governor 
shall remove such disqnahfications 
Second, persons who are idiots, insane, paupers 
supponed at the public expense, and persons con- 
fined m any public prison 
Section 7 For the purpose of voting no person 
shall be deemed to have gamed or lost a residence 
by reason of his presence or absence while em- 
ployed m the service of the Umted States, nor 
while engaged m the navigation of the waters of 
this State or of the Umted States or of the high 
seas. 

Section 8 The General Assembly’ shall provide 
by law for the registration of all qualified electors 
and shall prescribe the manner of holding elections 
and of ascertaining the results of the samei Pro- 
vided, That each of the two pohtical parties cast- 
ing the highest number of votes at the preceding 
election shall have had representation on the 
Board of Managers at eadh pteemet and on the 
Board of Comity Canvassers m each County Pro- 
vided, At the first registraoon under this Consti- 
niuon and until the first of January, 1898, the 
registranon shall be conducted by a Board of 
three to be appomted by the Governor, or by and 
with the advice and consent of the Senate. 

Section 9 The several Counties m the State 
shall be divided into election districts, with one 
preanct m each of the same, at which alone the 
voter registered for that precinct can cast his bal- 
lot Provided, That a voter may be transferred 
from one eiccaon distnct to another 
Secuon 10 The General Assembly shall pro- 
vide by law for the holding of pany pnmaty Sec- 
tions and punishmg fraud at the same. . . 



842 


UNREST AND EXPANSION 


HENRY CABOT LODGE 


Henry Cabot Lodge (1850-1924) is one of 
the numerous instances which might be cited 
against the contention that, in America, the 
“better clement” — men of superior education 
and social status — remains aloof from politics. 
A member of the merchant aristocracj’- of 
Massachusetts, Lodge turned from the law to 
scholarship and journalism. In 1883, Lodge had 
his first success in Massachusetts politics when 
he fousrht Ben Butler’s effort to be elected 
Governor. As a young reformer. Lodge found 
it hard to support Blaine the ne\t year, but 
part)’’ regularity finally triumphed and he re- 
mained silent. The Massachusetts Repubheans 
displayed their appreciation by helping send 
him to the House in i88(S There, Lodge cham- 
pioned civil service reform and Negro rights, 
urging that federal troops be stauoned at the 
polls to protect the Negro franchise at federal 
elecDons The measure in which Lodge main- 
tained most continuous interest in this period, 
however, was his bill for imposing a literacy 
test on those who wished to enter the United 
States as immigrants. 

For immigration was once again becoming 
a matter of serious interest to jnany Americans. 
The nativist movement of the middle thirties 
and the fifties had been concerned with the 
danger to American institutions in the migra- 
tion from Roman Catholic Ireland. In the nine- 
ties, opposition to immigrauon rested on rather 
different grounds: the organized workers were 
worrjfing about the competidon of imported 
cheap European labor; while sociologists were 
calling attention to the dilution and, indeed, 
e.xtermination of the country’s original “racial 
stock.” 

Unul 1880, immigrants had come from 
northern and western Europe, from nations 
which resembled the United States in religion 
and the pracuce of constitutional government. 
The decade of the eighties saw the first great 


wave of immigration from southern and east- 
ern Europe. Italians, Slavs, and Russian Jews 
replaced English, German, and Scandinavian 
immigrants. The newcomers had lower stand- 
ards of living than native M'orkers, their re- 
ligious and political backgrounds differed 
markedly from those which had contributed 
to form the e,MSting American pattern. Though 
most of the new immigrants were peasants 
from southern Italy and the Slavic lands of 
Austria-Hungary, Aey gathered in the slums 
of seaboard cities and industrial towns. Here 
they were exploited by employers and con- 
tractors (frequently their own countrymen) 
and were used to break strikes and to maintain 
corrupt local political machines m power. 

Lodge had been aware of these condiuons 
smee 1890, when he wrote an article on the 
new immigration in the North American Re- 
view. His interest lay in maintaining the “ra- 
cial” purity of America rather than in safe- 
guarding the gains of American labor or pro- 
teedng the immigrant against the exactions of 
steamship company agents and labor con- 
tractors. These last were operating in defiance 
of the law of 1882, which had sought to put an 
end to the importation of contract labor. 

It was in a House discussion of proposals to 
improve enforcement of the act of 1882 that 
Lodge brought forth his measure to require 
that immigrants demonstrate their ability to 
read and write some language. When Lodge 
was chosen Senator from Massachusetts, in 
1893, he introduced his bill in the upper 
house. And on March 16, 1896, he made a long 
speech in the Senate which e.xaltcd the Anglo- 
Saxon “race” and its mission and called upon 
Congress to preserve the country against the 
new version of the barbarian invasion. 

The selection here reprinted is taken from 
the Congressional Record of that date (54th 
Congress, ist Session). 
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Ivimigratton Restriction 

BY HENRY CABOT LODGE 


Mr. Lodge. Mr President, this bill is intended 
to amend the existing law so as to restrict still fur- 
ther immigraoon to the United States Paupers, 
diseased persons, eonviets. and contract laborers 
arc now excluded By this bill it is proposed to 
mahe a nesi class of excluded immigrants and add 
to those which have just been named the totally 
Ignorant. The bill is of the simplest Lind The first 
section excludes from the country' all immigrants 
who can not read and write either their owm or 
some other language The second section merely 
provides a simple test for dctermimng w hethcr the 
immigrant can read or write, and is added to the 
bill to as to define the duties of the immigrant in- 
spectors, and to assure to all immigrants miVc per- 
fect justice and a fair test of their knowledge 
Tw o questions arise m connection wnth this bill 
The first is os to the ments of this particular form 
of restncoon, the second as to the general policy 
of restricting immigraoon at all. 1 desire to dis- 
cuss bnefiy these two questions m the order in 
which I have stated them The smaller question as 
to the ments of this patncular bill comes first The 
existing laws of the United States now exclude, as 
f have said, certam classes of immigrants who, it 
IS univetsallv agreed, would be most undesirable 
addiaons to our population These exclusions have 
been enforced and the results have been beneficial, 
but the excluded classes are extremely limited and 
do not by any means cover all or even any con- 
siderable part of the immigrants whose presence 
here is undesirable or injunous, nor do they have 
anv adequate effect in properly reduang the great 
body of immigration to this country There can be 
no doubt that there is a verv earnest desire on the 
part of the Amencan people to restnet funher 
and much more extensively than has yet been done 
foreign immigration to the United States The 
question before the committee w as how this could 
best be done, that is, by what method the largest 
number of undesirable immigrants and the small- 
est possible number of desirable immigrants could 
be shut out Three methods of obtaining this fur- 
ther restriction have been widely discussed of late 
vears and m various forms have been brought to 
the attention of Congress. The first was the im- 
position of a capitation tax on all immigrants. 
There can be no doubt as to the effectiveness of 
this method if the tax is made suflicientlv heavy 
But although exclusion by a tax would be thor- 
ough, it would be undiscnmiruting, and jour 


comrmttee did not feel that the time had yet come 
for Its application. The second scheme xv as to re- 
stnet immigration by requiring consular cerofica- 
uon of imrmgrants. This plan has been much ad- 
vocated, and if It were possible to carry it out 
thoroughly and to add very largely to the number 
of our consuls in order to do so, it would no doubt 
be effective and beneficial But the committee was 
satisfied that consular certification was, under ex- 
istmg circumstances, impracncal, that the neces- 
sary machmery could not be provided, that it 
would lead to many senous quesuons with foreign 
governments, and that it could not be properly and 
justly enforced 

The third method was to exclude all immigrants 
who could neither read nor wnte, and this is the 
plan which was adopted by the committee and 
which IS embodied m this bill In their report the 
committee have shown by statistics, which have 
been collected and tabulated with great care, the 
emigrants who would be affected by this illiteracy 
test. It IS not necessary for me here to do more 
than summarize the r«ults of the committee’s in- 
vestigation, which have been set forth fully in 
their report. It is found, in the first place, that the 
illiteracy test will bear most heavily upon the 
Italians, Russians, Poles, Hungarians, Greeks, and 
Asiatics, and very lightly, or not at all, upon 
English-spealung emigrants or Germans, Scan- 
dinavians, and French In other words, the races 
most affected by the ilUteracy test are those whose 
emigration to this countrv' has begun within the 
last twentj' years and swelled rapidly to enormous 
proportions, races with which the English-speak- 
ing people have never hitherto assunilated, and 
who arc most alien to the great body of the people 
of the United States, On the other hand, immi- 
grants from the Umted Kmgdom and of those 
races which are most closely related to the 
English-spcalung people, and who with the 
English-speaking people themselves founded the 
Amencan colonies and built up the United States, 
are affected but little by the proposed test. These 
races would not be prevented bv this law from 
coming to this counny in practically undimin- 
ished numbers. These lundrcd races also arc those 
who alone go to the Western and Southern States, 
where immigrants arc desired, and take up our 
unoccupied lands The races which would suffer 
most scnously by exclusion under the proposed 
bill furnish the immigrants who do not go to the 
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West or South, where immigration is needed, but 
who remain on tlie Atlantic Seaboard, where im- 
rmgration is not needed and where their presence 
is most injurious and undesirable 

The statistics prepared by the committee show 
further that the unmigrants excluded by the illiter- 
acy test arc tlioso who remam for the nios^art 
in congested masses in our great cities They 
furnish, as other tables show, a large proportion 
of the populauon of the slums. The committee’s 
report proves that illiteracj^ runs parallel with the 
slum populauon, with criminals, paupers, and 
juvenile delinquents of foreign birth or parentage, 
whose percentage is out of all proportion to their 
share of the total populauon when compared with 
the percentage of the same classes among the na- 
tive born. It also appears from mvestigations 
which have been made that the immigrants who 
would be shut out by the illiteracy test are those 
who bring least money to the country and come 
most quickly upon private or public charity for 
support. . . . 

These facts prove to demonstration that the ex- 
clusion of immigrants unable to read or write, as 
proposed by this bill, will operate against die most 
undesirable and harmful part of our present immi- 
gration and shut out elements which no thought- 
ful or patriotic man can wish to see muluphcd 
among the people of the United States. The report 
of the cominittec also proves that this bill meets 
the great requirement of all legislauon of this char- 
acter in c.xcluding the greatest proportion pos- 
sible of thoroughly undesirable and dangerous 
immigrants and the smallest proportion of immi- 
grants who are unobjecuonable. 

1 have said enough to show what the effects of 
this bill would be, and that if enacted into law it 
would be fair in its operauon and highly beneficial 
in its results. It now remains for me to discuss the 
second and larger question, as to the advisability 
of restricung immigration at all. This is a subject 
of the greatest magnitude and the most far- 
reaching importance. It has two sides, the eco- 
nomic and the social. As to the former, but few 
words are necessary. There is no one thing which 
docs so much to bring about a reduction of wages 
and to mjure the American wage earner as the 
unlimited introduction of cheap foreign labor 
through unrestricted immigration. Statistics show 
that the change in the race character of our im- 
migration has been accompanied by a correspond- 
ing decline in its quality. The number of skilled 
mechanics and of persons trained to some occu- 
pation or pursuit has fallen off, while the number 
of those without occupation or training, that is, 
who arc totally unskilled, has risen in our recent 


immigration to enormous proportions. Tliis low, 
unskilled labor is the most deadly enemy of the 
American wage earner, and docs more tlian any- 
thing else toward low'ering his wages and forcing 
dow'n his standard of living. An attempt was made, 
with the general assent of both polincal parties, 
to meet this crying evil some years ago by the 

t iassagc of what arc known as the contract-labor 
aws. That legislation w'as excellent in intention, 
but has proved of but little value m practice. It 
has checked to a certain extent the introduction 
of cheap, low-class labor in large masses into the 
United States. It has made it a little more difficult 
for such labor to come here, but the labor of this 
class continues to come, even if not in the same 
way, and the total amount of it has not been ma- 
terially reduced. Even if the contract-labor laws 
were enforced intelligently and thoroughly, there 
is no reason to suppose that they would have any 
adequate effect m checlang the evil w'hich they 
were designed to stop. It is perfectly clear after 
the experience of several years that the only relief 
which can come to the American wage earner 
from the competition of low-class immigrant labor 
must be b^ general laws restricting the total 
amount of immigration and framed in such a way 
as to affect most strongly those elements of the 
immigration which furnish the low, unskilled, and 
Ignorant foreign labor . . . 

I now come to the aspect of this question which 
is graver and more serious than any other. The 
injury of unrestricted immigration to American 
wages and American standards of hving is suffi- 
ciently plain and is bad enough, but the danger 
which this immigrauon threatens to the (juanty 
of our citizenship is far worse. That which it con- 
cerns us to know and that which is more vital to 
us as a people than all possible quesuons of tariff 
or currency is whether the quality of our citizen- 
ship IS endangered by the present course and char- 
acter of immigration to the United States. To 
determine this question mtelligently we must look 
into the history of our race. . . . 

For pracucal purposes in considering a question 
of race and in dealing with the civilized peoples 
of western Europe and of America there is no 
such thing as a race of original purity accorduig 
to the divisions of etlnucal science. In considering 
the practical problems of the present time we can 
deal only with artificial races — that is, races like 
the English-speaking people, the French, or the 
Germans — who have been developed as races by 
the operation during a long period of time of 
climatic influences, wars, migrations, conquests, 
and industrial development. To the philologist and 
the ethnologist it is of great importance to de- 
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tcrmlne the ethnical divisions of manlOTd in the 
earliest histone ames. To the scientific modern 
histonan, to the student of social phenomena, and 
to the statesman alike the carl) ethnic divisions are 
of little consequence, but the sharply marked race 
dnisiotis ivhicn haie been gradually developed bv 
the conditions and events of the last thousand 
} ears are absolutely vital It is bji these conditions 
and events that the races or nations which lo-dajr 
govern the world have been produced, and it is 
their characteristics which it is important foe us 
to understand 

How, then, has the English-speaking race, which 
to-day controls so la^e a part of the earth's sur- 
face, been formed? Gteat Bntaui and Ireland at 
the ume of the Roman conquest were populated 
by Celtic tribes. After the downifall of the Roman 
Empire these tribes remained m possession of the 
islands with probably but a very slight infusion of 
Latin blood Then came what is commonly 
known as the Sxton invasion. Certam North Ger- 
man tribes, own brothers to those other tribes 
which swept southward and westward over the 
whole Roman Empire, crossed the English Chan- 
nel and landed m the comer of England known as 
the Isle of Thanet. They were hard fighters, 
pagans, and adventurers. They swept over the 
w hole of England and the Lowlands of Scotland 
A few Bntisli words like basket, relating to do- 
mestic employments, indicate that only women of 
the conquered race, and not many of those, were 
spared. The extermination was fierce and thor- 
ough The native Celts were dnven back mto the 
Highlands of Scotland and to the edge of the sea 
m Cornwall and Wales, while all the rest of the 
land became Saxon. 

The conquerors established themselves in their 
new countr)', were converted to Chrtstunitv’, and 
began ro advance in civilization Then came a 
fresh wave from the Germanic tribes. This time 
It w as the Danes They vv ere of the same blood as 
the Saxons, and tlie two kindred races fought 
hard for the possession of England until the fast 
comets prevailed and their chiefs reached the 
throne Then in icaSd there was another invasion, 
this time from the shores of France But the new 
invaders and conquerors were not Frenchmen As 
Carljlc ujt, they were only Sxxons who spoke 
French A hundred years before these Normans, 
or Nonhmen, northernmost of all the Germanic 
tribes, had descended from their land of snow and 
ice upon Europe They were the most remarkable 
of all thyvcoplc who poured out of the Germanic 
forests. Thev came upon Europe m their long, 
low ships, a set of fighting pirates and buccaneers, 
and jet these same pirates brought with them out 
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of the darkness and cold of the north a remarkable 
literature and a strange and poetic mythology. 
Wherever they went they conquered, and 
wherever they stopped they set up for themselves 
dukedoms, pnncipaliues, and kingdoms. To them 
w e owe the marvels of Gothic architecture, for it 
was they who were the great builders and archi- 
tects of medixval Europe They were great mib- 
tary engmeers as well and revived the art of forti- 
fied defense, which had been lost to the world 
They were great statesmen and great generals, 
and they had only been m Normandy about a 
hundred years when they crossed the English 
Cfhannel, conquered the country, and gave to Eng- 
land for many generations to come her kings and 
nobles. But the Normans m their turn were ab- 
sorbed or blended with the great mass of the 
Danes and the soil earlier Saxons 

Wien the Reformation came this work was 
pretty nearly done, and after that great move- 
ment had struck off the shackles from the human 
mmd the English-speaking people were ready to 
come forward and begin to play their part m a 
world where the despotism of the church had been 
broken, and where political despotism was about 
to enter on its great struggle against the forces of 
freedom . 

This period, when the work of centuries which 
bad resulted in the makmg of the English people 
was complete, and when they were enceruig upon 
their career of world conquest, is of pecuLar in- 
terest to us. Then it was that from the England 
of Shakespeare and Bacon and Raleigh, and later 
from the England of Pym and Hampden and 
Cromwell and Milton, Englishmen fared forth 
across the great ocean to the North Amencan 
Continent The first Englishmen to come here 
settled on the James River, and there laid the 
foundation of the great State of Virginia. The 
next landed much fanher to the north 

Such, then, bnefly, were the people composmg 
the colonics when we faced England m the war 
for independence It will be observed that with 
the exception of the Huguenot French, who 
formed but a small percentage of the total popula- 
tion, the people of the thirteen colonies were all 
of the same original race stocks. The Dutch, the 
Swedes, and the Germans simply blended again 
with the English-speaking people, who like them 
were descended from the Germanic tribes whom 
Ciesar fought and Tacitus desenbed 

Dunng the present centurj', down to 1875, there 
have been three large migranons to this country 
in addmon to the alwaj-s steady stream from 
Great Bntain, one came from Ireland about the 
middle of the century, and somewhat later one 
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from Germany and one from Scandinavia, in 
which IS included Sweden, Denmark, and Nor- 
way. The Irish, although of a different race stock 
originally, have been closely associated with the 
English-speaking people for nearly a thousand 
years They speak the same language, and during 
that long period die two races have lived side by 
side, and to some extent intermarried The Ger- 
mans and Scandmavians are again people of the 
same race stock as the English who founded and 
built up the colonies. Durmg this centurj', down 
to 1875, then, as in the two which preceded it, 
there had been scarcely any immigration to this 
country, except from kindred or allied races, and 
no other, which was sufficiendy numerous to have 
produced any effect on the national character- 
istics, or to be taken mto account here. Smee 
1875, however, there has been a great change. 
While the people who for nvo hundred and fifty 
years have been migrating to America have con- 
tmued to furnish large numbers of immigrants to 
the Umted States, other races of totally different 
race origm, with whom the English-speaking peo- 
ple have never hitherto been assimilated or 
brought in contact, have suddenly begun to immi- 
grate to the United States in large numbers Rus- 
sians, Hungarians, Poles, Bohemians, Italians, 
Greeks, and even Asiatics, whose immigration to 
America was almost unknown twenty j'ears ago, 
have durmg the last twenty years poured m m 
steadily mcreasmg numbers, until now they nearly 
equal the immigration of those races kmdred in 
blood or speech, or both, by whom the United 
States has hitherto been built up and the Amencan 
people formed. 

This momentous fact is the one which confronts 
us to-day, and if contmued, it carries with it future 
consequences far deeper than any other event of 
our Dmes. It mvolves, m a word, nothmg less than 
the possibility of a great and perilous change m 
the very fabric of our race. The English-speaking 
race, as I have shown, has been made slowly dur- 
ing the centuries. Nothing has happened thus far 
to radically change it here. In the Umted States, 
after allowing for the variations produced by new 
climauc influences and changed conditions of life 
and of political institutions, it is still in the great 
essentials fundamentally the same race. The addi- 
tions in this country until the present time have 
been from kindred people or from those with 
whom we have been long allied and who speak the 
same language. By those who look at this ques- 
tion superficially we hear it often said that the 
Elnglish-speakmg people, especially m America, 
are a mixture of races. Analysis shows that the 
actual mixture of blood in the English-speakmg 


race is verj' small, and that while the English- 
speaking people arc derived through different 
channels, no doubt, there is among them none the 
less an overwhelming preponderance of the same 
race stock, that of the great Germanic tribes w ho 
reached from Norway to the Alps. They ha\c 
been welded together by more than a thousand 
years of wars, conquests, migrations, and strug- 
gles, both at home and abroad, and in so doing 
diey have attained a fixity and definiteness of na- 
tional character unknown to any other peo- 
ple ... 

It being admitted, therefore, that a historic race 
of fixed type has been developed, it remains to 
consider what this means, what a race is, and what 
a change would portend. That which identifies a 
race and sets it apart from others is not to be 
found merely or ultimately in its physical appear- 
ance, Its institunons, its laws, its bterature, or even 
Its language. These are m the last analysis only 
the ex-pression or the evidence of race. The 
achievements of the mtellect pass easily from land 
to land and from people to people. The telephone, 
mvented but yesterday, is used to-day m China, 
in Australia, or in South Africa as freely as in the 
United States, The book which the press to-day 
gives to the world m English is scattered to- 
morrow throughout the earth in every tongue, 
and the thoughts of the writer become the prop- 
erty’- of mankmd. You can take a Hindoo and give 
him the highest educauon the world can afford. 
He has a keen inteUigence. He wdl absorb the 
leammg of Oxford, he will acquire the manners 
and habits of England, he will sit in the British 
Parliament, but you can not make him an English- 
man Yet he, like his conqueror, is of the great 
Indo-European family. But it has taken six thou- 
sand years and more to create the differences 
which exist between them. You can not efface 
those differences thus made, by education m a 
single bfe, because they do not rest upon the in- 
tellect. \ffiiat, then, is this matter of race which 
separates the Englishman from the Hmdoo and 
the American from the Indian? It is something 
deeper and more fundamental than an}'thing 
which concerns the intellect. We all know it in- 
stinctively, although it is so impalpable that we 
can scarcely define it, and yet is so deeply marked 
that even the physiological differences between 
the Negro, the Mongol, and the Caucasian arc not 
more persistent or more obvious. Mfiien we speak 
of a race, then, we do not mean its c.\prcssions m 
art or in language, or its achievements in knowl- 
edge. We mean the moral and intellectual char- 
acters, which in their association make the soul of 
a race, and which represent the product of all its 
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past, the inhcntancc of all its ancestors, and the 
motives of all its conduct. "The men of each race 
possess an indestruaible stock of ideas, tradmons, 
sentiments, modes of thought, an unconsaous 
mhentanee from their ancestors, upon which ar- 
gument has no effect WTut makes a race ate their 
mental and, above all, their moral characteristics, 
the slow growth and accumulation of centuries of 
toil and conflict These are the qualities which de- 
termine their social efficiency as a people, which 
make one race rise and another fall, vv’hich we 
draw out of a dim past thtough many generations 
of ancestors, about which we can not argue, but 
in which we blindlv believe, and which gmde us 
in our short-lived generation as they have guided 
the race itself across the centunes 
Such achievements as M Le Bon credits us with 
are due to the quahties of the American people, 
w horn he, as a man of science lookmg below the 
surface, rightly describes as homogeneous. Those 
qualities arc moral far more than intellectual, and 
It IS on the moral qualities of the English-speaking 
race that out history, our victones, and all our 
future rest There is only one way in which you 
can lower those qualities or weaken those charac- 
tensnes, and that is by breedmg them out. If a 
lower race mues with a higher m suflfiaent num- 
bers, history teaches us that the lower race will 
prevail. The lower race will absorb the higher, 
not the higher the lower, when the two strains 
approach equality m numbers. In other words, 
there is a limit to the capacity of any race for as- 
similating and elevating an infenor race, and when 
you begin to pour m in unlimited numbers people 
of alien or lower races of less social efficiency and 
less moral force, you arc runnmg the most fnght- 
ful risk that anv people can run The lowering of 
a great race means not only its own decline but 
that of human civilization M Lc Bon sees no 


JUSTICE 

Tiir Riviuiovn Brotufsiuoods, which had been 
denounced as “public enemies" during the 
seventies, had subsided into respectability by 
iSgj. Contented wuth unionizing only the four 
operating crafts, the Brotherhoods made no 
effort to reach other groups of railroad work- 
ers, indeed, one of their leaders asserted that 
the Brotherhood of I-ocomotivc Engineers 
was not a labor organizanon. Maintcnancc-of- 
wa\ and shop employ ccs had attempted to or- 
ganize, however, and' in the eighties, when the 
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danger to ns in immigration, and his reason for 
this view IS one of the most mteresting things he 
says. He declares that the people of the United 
States will never be mjured by unmigraaon, be- 
cause the moment they see the peni the great race 
mstmet will assert itself and shut the immigranon 
out. The repotts of the Treasury for the last fif- 
teen years show that the pcnl is at hand I trust 
that the prediction of science is true and that the 
unerring instinct of the race wuU shut the danger 
out, as It closed the door upon the commg of the 
Chinese 

Mr President, more precious even than forms 
of government are the mental and moral qualities 
which make what we call our race. MTiile those 
stand unimpaired all is safe. MTien those decline 
all IS imperiled. They arc exposed to but a smgle 
danger, and that is by changmg the quahty of our 
race and citizenship through the wholesale m- 
fusion of races whose traditions and inheritances, 
whose thoughts and whose beliefs arc wholly ahen 
to ours and woth whom we have never assimilated 
or even been associated in the past. The danger 
has begun It is small as yet, comparatively speak- 
ing, but It IS large enough to warn us to act while 
there is yet tune and while it can be done easily 
and effiaently There lies the peril at the portals 
of our land, there is pressmg in the tide of unre- 
stricted immignuon The time has certainly come, 
if not to stop, at least to check, to sift, and to re- 
strict those immigrants. In careless strength, with 
generous hand, we have kept our gates wide open 
to all the world. If we do not close them^ we 
should at least place scnanels beside them to chal- 
lenge those who would pass through The gates 
which admit men to the Umted States and to 
citizenship in the great Repubhc should no longer 
be Icfr unguarded 

BREIVER 

Knights of Labor was flourishing, they had 
made brief gams, but all of these were lost 
when the Southwest stnkc failed m 1886 Five 
years later, Eugene V Debs (iByy-igzd) left 
his post as secretary of the Brotherhood of Lo- 
comotive Firemen and helped organize the 
American Railvvny' Union, w’hich included 
workers in all branches of railroading outside 
the Brotherhoods. TTie new union was meet- 
ing with some success when its pamcipauon 
in the Pullman strike of 1894 destroyed it. 
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At Pullman, in Illinois, the inventor of the 
modern sleeping car had erected a “model” 
town in which almost all the social services 
were furnished — and owned — by the Pullman 
Company. In 1894, the effects of the previous 
year’s depression reduced the earnings of the 
Pullman Company and a wage cut was ordered. 
When tlie Pullman workers refused to accept 
the cut, they were evicted from the company’s 
houses, and went on strike. They appealed to 
the American Railway Umon for help. 

Against Debs’s counsel, the railwaymen de- 
cided to refuse to handle Pullman cars Since 
the railroads would not allow the Pullmans to 
be uncoupled, train service halted. Before 
President Cleveland had sent troops into Illi- 
nois to keep the mails moving, however, the 
federal courts had acted to free transport by 
issuing an injunction against the strikers. 

It was for violation of this wnt that Debs 
was declared guilty of contempt of court and 
It IS his petition against that sentence which is 
denied in this decision of the Supreme Court. 
The use of injunctions in railway labor dis- 
putes was no novelty, for financial difiiculties 
had thrown a sufficient number of railroads 
into federal court receiverships to make strikes 


against them a matter of equity jurisdiction. 
The decision in the Debs case set the issuance 
of injunctions on broader ground, however. 
The court did not even rely on conspiraev 
under the Sherman Anti-Trust Law, as it was 
to do in other decisions limiting labor’s weap- 
ons. The court based its judgment on the sov- 
ereignty of the United States within its sphere 
of government. Since interstate commerce is 
to be regulated by the Federal government, the 
United States may remove all obstacles to the 
passage of commerce and the mails. To carry 
out that purpose, the government may use in- 
junctions even though the writ is a civil process 
and the acts complained of are criminal. The 
injunction was piopeiiy issncd, in tVus instance, 
said the Supreme Court; hence the Circuit 
Court might punish for contempt without re- 
view of Its findings or resort to habeas corpus. 
It was this intervention of the Supreme Court 
on the side of property nghts — plus its de- 
cisions in the Income Ta.v Law and the Sugar 
Trust cases in the same year — that made it so 
unpopular and led to its condemnation by the 
Democratic party in 1896. 

The selection here reprinted is from 158 
U.S. 564 (1895). The opimon was written by 
Justice Brewer. 


Opinion of the Court In Re Debs 

BY JUSTICE BREWER 


. . . That the bill filed in this case alleged 
special facts calling for the csercise of all the 
powers of the court is not open to question. The 
picture drawn in it of the vast interests involved, 
not merely of the city of Chicago and the State of 
Illinois, but of all the States, and the general con- 
fusion into which the interstate commerce of the 
country was thrown, the forcible interference 
with that commerce, the attempted esercisc by 
individuals of powers belonging only to govern- 
ment, and the threatened contmuance of such in- 
vasions of public right, presented a condition of 
affairs which called for the fullest evercise of all 
the powers of the courts. If ever there was a special 
exigency, one which demanded that the court 
should do all that courts can do, it was disclosed 
by this bill, and we need not turn to the public 


history of the day, which only reaffirms with 
clearest emphasis all its allegations. 

The difference between a public nuisance and 
a private nuisance is that the one affects the peo- 
ple at large and the other simply the individual. 
The quality of the wrong is the same, and the 
jurisdiction of the courts over them rests upon 
the same principles and goes to the same e.vtcnt. 
Of course, circumstances may exist in one case, 
which do not in another, to induce the court to 
interfere or to refuse to interfere by injunction, 
but the jurisdiction, the power to interfere, exists 
jn all cases of nuisance. True, many more suits 
are brought by individuals than by the public to 
enjoin nuisances, but there arc two reasons for 
this. First, the instances are more numerous of 
private than of public nuisances; and, second, 
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often that which is in fact a public nuisance is re- 
strained »t the suit of a pnvate individual, whose 
right to relief arises because of a special m)ury 
resulting therefrom. 

The law is full of instances m uhich the same 
act ma^ give rise to a cml action and a cnmmal 
prosecution An assault with intent to kill may be 
punished criminally, under an mdictmcnt there- 
for, or wdl support a civil action for damages, and 
the same is true of all other offences which cause 
mjuty to person or property In such cases the 
junsdiaion of the cml court is mvoked, not to 
enforce the cnmmal law and punish the wrong- 
doer, but to compensate the injured party for the 
damages which he or his property has suffered, 
and It IS no defence to the civil action that the 
same act by the defendant exposes him also to in- 
dictment and punishment m a court of crunmal 
jurisdiction So here, the acts of the defendants 
may or may not have been violations of the crimi- 
nal law. If they were, that matter is for inquuy in 
other proceedings. The complaint made against 
them in this is of disobedience to an order of a 
civil court, made for the protccoon of property 
and the secunty of rights. If any criminal prosecu- 
tion be brought against them for the cnmmal 
offences alleged in the bill of complaint, of de- 
railing and wrecking engines and trams, assaulting 
and disabling employfa of the railroad companies. 
It w ill be no defence to such prosecution that they 
disobejed the orders of injunction served upon 
them and have been punished for such disobedi- 
ence. 

Not IS there m this any mvasion of the conso- 
tunonal right of tnal by jury We fully agree with 
counsel that “it matters not what form the attempt 
to den) constitutional right may take. It is vain 
and ineffectual, and must be so declared by the 
courts,” and we reaffirm the declaration made for 
the court by Mr jusnee Bradley m Boyd v 
United State:, ii6 U. S did, d)), that “it is the 
dut)’ of courts to be watchful for the constitu- 
tional rights of the citizen, and against an) stealthy 
encroachments thereon Their motto should be 
ohsta pnnr ipiit." But the pow er of a court to make 
an order carries woth it the equal power to punish 
for a disobedience of that order, and the inquiry 
as to the question of disobedience has been, from 
time immcmonal, the special function of the court 
And this IS no technical rule. In order that a court 
mav compel obedience to its orders it must base 
the right to inquire whether there has been any 
disobedience thereof To submit the quesuon of 
disobedience to another tribunal, be it a lut)’ or 
another court, would operate to depme the pro- 
ceeding of half Its effiaenc)’. . 
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In brief, a court, enforcing obedience to its 
orders by proceedings for contempt, is not execut- 
ing the cnmmal law's of the land, but only secur- 
ing to suitors the nghts which it has adjudged 
them entitled to 

Further, it is said by counsel m them brief 

“No case can be cited where such a bill m be- 
half of the sovereign has been entertamed against 
not and mob violence, though occumng on the 
highway It is not such fitful and temporary ob- 
struction that constitutes a nuisance. The strong 
hand of executive power is required to deal with 
such lawless demonstrations. 

“The courts should stand aloof from them and 
not invade executive preroganve, nor even at the 
behest or request of the executive travel out of the 
beaten path of well-settled judicial authonty A 
mob cannot be suppressed by mjunction, nor can 
Its leaders be tried, convicted, and sentenced m 
eqmty 

“It IS too great a strain upon the judicial branch 
of the government to impose this essentially execu- 
tive and military power upon courts of chancery ” 

We do not perceive that this argument ques- 
tions the jurisaiction of the court, but only the 
expediency of the action of the government m ap- 
plymg for its process. It surely cannot be senously 
contended that the court has jurisdiction to enjom 
the obstruction of a highway by one person, but 
that Its jurisdiction ceases when the obstruction 
IS by a hundred jiersons. It may be true, as sug- 
gested, that m the exatement of passion a mob 
will pay little heed to processes issued from the 
courts, and it may be, as said by counsel in argu- 
ment, that It would savor somewhat of the puerile 
and ridiculous to have read a writ of injunction 
to Lee’s army durmg the late civil war It is doubt- 
less true that tnter anna leges silesit, and in the 
throes of rebellion or revoluDon the processes of 
civil courts are of little avail, for the power of 
the courts rests on the general support of the peo- 
ple and them rccogniaon of the fact that peaceful 
remedies ate the true resort for the correction of 
wrongs. But does not counsel’s argument imply 
too much’ Is It to be assumed that these defend- 
ants were conducting a rebellion or inaugurating 
a revoIuUon, and that they and their associates 
were thus placing themselves beyond the reach of 
the civil process of the courts? We find in the 
opmion of the Circuit Court a quotation from the 
testimony gnen by one of the defendents before 
the Umted States Strike Commission, which is 
sufficient answer to this tuggesnon. 
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“As soon as the employes found that we were 
arrested, and taken from the scene of acuon, they 
became demoralized, and that ended the strike It 
was not the soldiers that ended the strike. It was 
not the old brotherhoods tliat ended the strike. It 
was simply die United States courts that ended 
the strike. Our men were in a position diat never 
would have been shaken, under any circumstances, 
if we had been permitted to remain upon the field 
among them. Once we w'ere taken from the scene 
of action, and restrained from sending telegrams 
or issuing orders or answermg quesuons, then the 
mimons of the corporations would be pur to work. 
. . . Our headquarters w'cre temporarily demoral- 
ized and abandoned, and w'e could not answer any 
messages The men w-ent back to work, and the 
ranks w'ere broken, and the strike was broken up, 
. . . not by the army, and not by any other power, 
bur simply and solely by the action of the Umted 
States courts in restraimng us from discharging 
our duties as oflicers and representatives of our 
employes ” 

Whatever any single individual may have 
thought or planned, the great body of those who 
were engaged m these transactions contemplated 
neither rebellion nor revolution, and when in the 
due order of legal proceedings the question of 
right and w'rong was submitted to the courts, and 
by them decided, they unhesitatingly yielded to 
their decisions. The outcome, by the very testi- 
mony of the defendants, attests the wisdom of the 
course pursued by the government, and that it 
was W’ell not to oppose force simply by force, but 
to invoke the junsdicoon and judgment of those 
tnbunals to w’hom by the Constitution and m ac- 
cordance w’lth the settled conviction of all citizens 
is committed the determination of quesaons of 
right and wrong between mdividuals, masses, and 
States. 

It must be borne in mind that this bill w^as not 
simply to en)oin a mob and mob violence. It was 
not a bill to command a keeping of the peace, 
much less was its purport to restrain the defend- 
ants from abandoning w'hatevcr employment they 
W'ere engaged in. The nght of any laborer, or any 
number of laborers, to quit W'ork was nor chal- 
lenged The scope and purpose of the bill was only 
to restrain forcible obstructions of the highw'ays 
along which interstate commerce travels and the 
mails are carried And the facts set forth at length 
are only those facts which tended to show that the 
defendants were engaged m such obstructions. 

A most earnest and eloquent appeal w'as made to 
us in eulog}' of the heroic spirit of those who 
threw up their employment, and gave up their 


means of earning a livelihood, not in defence of 
their own rights, but in syunpathy for and to assist 
others whom they believed to be wronged We 
yield to none in our adnuration of any act of hero- 
ism or self-sacrifice, but we may be permitted to 
add that it is a lesson w'hich cannot be learned too 
soon or too thoroughly that under this govern- 
ment of and by the people the means of redress of 
all wrongs are through the courts and at the ballot- 
bov, and that no wrong, real or fancied, carries 
with It legal w'arrant to invite as a means of redress 
the cooperation of a mob, w'ith its accompanying 
acts of violence. 

We hav'e given to this case the most careful and 
aniious attention, for we realize that it touches 
closely questions of supreme importance to the 
people of this country. Summing up our con- 
clusions, we hold that the government of the 
United States is one havmg jurisdiction over every' 
foot of soil within its territory, and acting directly' 
upon each citizen, that while it is a government of 
enumerated powers, it has within the limits of 
those powers all the attributes of sovereignty', that 
to it IS committed power over mterstate com- 
merce and the transmission of the mail; that the 
powers thus conferred upon the national govern- 
ment are not dormant, but have been assumed and 
put into practical exercise by the legislation of 
Congress, that in the exercise of those powers it 
is competent for the nation to remove all ob- 
structions upon highway's, natural or arnficial, to 
the passage of interstate commerce or the carry- 
ing of the mail, that while it may' be competent 
for the government (through the executive branch 
and m the use of the entire executive power of the 
nation) to forcibly remove all such obstrucaons, 
it is equally within its competency' to appeal to 
the civil courts for an mquiry' and determination 
as to the existence and character of any alleged 
obstructions, and if such are found to exist, or 
threaten to occur, to invoke the powers of those 
courts to remove or restrain such obstructions, 
that the jurisdiction of courts to interfere in such 
matters by' in)unction is one recognized from 
ancient times and by indubitable authority, that 
such jurisdiction is not ousted by' the fact that the 
obstructions are accompanied by' or consist of acts 
in themselves violations of the criminal law, that 
the proceedmg by injunction is of a civil char- 
acter, and may' be enforced by' proceedmgs in con- 
tempt; that such proceedings are no: in execution 
of the criminal laws of the land, that the penalty 
for a violation of mj unction is no substitute for 
and no defence to a prosecuuon for any' criminal 
offences committed in the course of such v'iolation, 
that the complaint filed in this case clearly showed 
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an cxistuig obstruction of artificial highways for 
the passage of interstate commerce ana the trans- 
misuon of the mail— an obstrucuon not only tem- 
porarily tiusting, but threatenmg to continue, that 
under such complaint the Circuit Court had power 
to issue Its process of infunction, that it navmg 
been issued and sened on these defendants, the 
Circuit Court had authonty to inqume whether 
its orders had been disobeyed, and when it found 
that they had been, then to proceed under secnon 
715, Revised Statutes, which grants power “to 
punish, by fine or imprisonment, , disobedi- 
ence, by any party . or other person, to 
any lawful writ, process, order, rule, decree or 
command,” and enter the order of punishment 
compbmed of, and, finally, that, the Circuit Court, 
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having full jurisdiction in the premises, its find- 
ing of the fact of disobedience is not open to re- 
view on habeas corpus m this or any other 
court. 

We enter mto no examination of the act of July 
a, 1890, c. 647, 26 Star. Z09, upon which the Cucuit 
Court rched mamly to sustain its jurisdiction It 
must not be understood from this that we dissent 
from the conclusions of that court m reference to 
the scope of the act, but simply that we prefer 
to rest our judgment on the broader ground which 
has been discussed in this opmion, believing it of 
importance that the principles underlying it should 
be fully stated and affirmed 
The pennon for a writ of habeas corpus is 

Dented 


EXPANDING AMERICA 
CARROLL D WRIGHT 


In ttie riGimcs, as a result of the pressure of 
the Knights of Labor, Congress conceded la- 
bor’s tights to a governmental fact-finding 
agency* and created the Bureau of Labor in the 
Department of the Interior, President Arthur 
named Carroll D Wnght (1840-1909) the 
countryi’s first Labor Commissioner, instruct- 
ing him to inquire into the cause and nature of 
industrial depressions Wnght was given five 
agents who proceeded to investigate wages 
and worlving conditions here and abroad His 
first annual report was submitted in i886 

IVnght had trained for the law and had 
served in the Union armies in the Ovd War. 
On his return to cWlian life, he won a reputa- 
tion as a patent attorney, was elected to the 
Massachusetts Senate, and then became chief 
of the State’s Bureau of Labor Staosocs. His 
excellent work m this office had a helpful in- 
fluence in the establishment of similar agencies 
in other states and led to his Washington ap- 
pointment 

For his first report, Wnght tned to collect 
a vast array of statistical data, his matcnals, 
how ev cr. w ere filled with lacunae and his tech- 
niques of analysis— by present-day standards— 
quite pnmiuve. But his data do show the 
relations between unemployment and the 


extraordinary technological flmdity of a grow- 
ing industrial economy So impressed was 
Wnght by these achievements that he ven- 
tured on a prediction the Western World, m 
terms of technological progress, was neanng 
matunty There seemed few worlds left to be 
conquered His remarks on this point consti- 
tute a cunosity* of economic literature and are 
presented here because Wnght seemed to be 
anncipating the so-called "matunty school” of 
Amencan economists of fifty years later (See 
Part XI, below ) The sclccnon here reprinted 
is from the First Animal Report of the Com- 
imsstoner of Labor, Indtistnal Depressions 
(Washington, 1886). 

In another ten years, Wnght was changing 
his mind there was to be no end, apparently, 
to mdustnal progress. In his Indtistnal Evolu- 
tion of the Vnited States (New York, 1895), 
which Chatauqua spread widely throughout 
the nation, Wnght was able to demonstrate 
some of the enumphs of that progress Thanks 
to the machine, the productivity of the worker 
was increasing enormously and the country’s 
matenal wealth was steadily growmg But la- 
bor was also profiting in more wages, in a 
shorter working day and— best of all— m 
higher real wages as a result of lower costs for 



UNREST AND EXPANSION 


852 


necessities due to machine production. The 
second selection comes from Wright’s Indus- 
trial Evolution. It IS particularly interesting be- 


cause it is one of the early attempts in Amer- 
ican economic literature to discuss the history’ 
of wages. 


First Annml Repon of the Commissioner of Labor 

BY CARROLL D. WRIGHT 


Chapter III: The iManufacturing Natiqn’s Cox- 

SIDCRLD AS A GrOUP IN RELATION TO THE PRESENT 

Depression 

It is apparent from the statistical illustrations 
given in the preceding chapters that the family of 
manufacturing states, Great Britain, France, Bel- 
gium, Germany, and the United States, if not also 
Austria, Russia, and Italy, are suffering from an 
mdustrial depression novel in its kind, and yet hav- 
ing characteristic features of similarity through- 
out the whole range of states It seems to be quite 
true that in those states considered the volume of 
business and of production has not been affected 
disastrously by the depression, but that prices 
have been greatly reduced, wages frequently re- 
duced, and margins of profits carried to the mini- 
mum range Over-production seems to prevail in 
all ahke without regard to the system of com- 
merce which exists m either. What has brought 
all these states to the posiuon m which they are 
found at the present time constitutes a most in- 
teresting and important question m economics, 
and one vitally affecting the wage-workers of the 
world The wide study given to this matter has 
resulted in some conclusions entirely warranted 
by the facts, which may not be lacking in value, 
and not only the facts, but the results of the facts, 
are properly stated at this point. 

If each of these great communities has reached 
an industrial condition involving phases common to 
all, there must be somewhere a line of reasons for 
such universal condition, and one should be able 
to develop the logical course of events wliich has 
brought such a wide range of states to an industrial 
epoch 

England, with generations of skill in mechanical 
employment, was the first to establish the factory 
system and institute a new industrial order of 
things, in which the division of labor became more 
and more an important factor She controlled also 
the exchange of the world. In her insular position 
she was able to make the world pay tribute to her 
by compelling the produce of the world to pass 
through her hands, either in kind or in settlement 
of balances. With these immense advantages, and 


having the control, too, of raw materials in abun- 
dance, it was natural that England should seek to 
supply the world with manufactured products. 
This she was able to do with the aid of her skill, 
of her science, of rapid transponanon, which she 
did much to develop, and of the vast capital which 
she possessed, enabling her to carrj'^ on great enter- 
prises So her ambition was naturd and legitimate, 
and her great prosperity came to her u i±out re- 
gard to any commercial system which she might 
have established, and in spite of commercial s}’s- 
tems Free trade became to her a necessity, be- 
cause she sold to the world her manufactured 
products, and the world had few manufactured 
products to sell to her. With the constant increase 
of equipment to carry out her industrial policy, 
England at last found herself, on account of the 
course of other nations, with a plant altogether 
too large for the demands made upon her, and 
with a capacity sufficient to supply not only all her 
own home and colomal markets but a great share 
of the other markets of the world. 

The United States, after the war of the Revolu- 
tion, found that political freedom only had been 
secured as die result of the xvar. Industrially this 
country was under the control of Great Bntain. 
It became essenaal to establish a commercial sj's- 
tem, which it was thought would enable our m- 
dustnes to become gradually free from the indus- 
trial control of England This policy has, with few 
interruptions, been pursued to the present time 
Foreign producers of manufactured goods have 
gradually lost the American market, and the 
American producers have gradually found them- 
selves in position to supply the home demand 
Sdmulated in this direction, the United States has 
gone on perfecting machinerj% duplicating plant, 
crowding the market with products, until to-day 
this country is in the exact position of England, 
with productive capacity far in excess of the de- 
mand upon It, and her industries, as those of Great 
Bntain, stagnated, the wages of labor reduced, 
prices lowered, and the manufacturers and mer- 
chants trj’mg to secure an outlet for surplus goods 
This condition has been reached under a system 
the reverse of that which has prevailed in Eng- 
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Ijnd, and while stimulation has been enhanced by 
the sj stem prc\ ailing here, the condition has been 
reached in spite of it. 

France, at first drawing her skilled workmen 
from England and tardy m the establishment of 
the factor)- s)'stcm, at last concluded she ought to 
suppl)' her own markets at least, and so be^art 
war on British industr)- With a natural ambioon 
to supply her own markets, she has earned the 
stimulation so far that she has not only secured 
the capaatv to supply herself but has a vastly en- 
hanced capacity, and is seeking to supply others 
To-day France finds herself, through her policy, 
in ptecisclv the same industrial situation that at- 
tends Great Bntam and Amenca 

Germany has followed the ctample of France 
and the United States, and with preasely the same 
results. Her commercial polic)- or s)-8tcm has been, 
of late years, the same as that of the United Sutes. 
while Iklgium has followed that of Great Bnuin, 
and )cc all these nations now find themscKcs In 
sj-mparhy m their distress, all seeking outlets for 
their surplus production TEe scale of svages m the 
countries named is according to the following 
order, the highest first The United States, Great 
Britain, France, Belgium, Germany It is difficult 
to connect commercial systems with this scale of 
wages, and when the broad view is taken that 
each of these countries has overstocked itself with 
machmer)’ and manufactunng plant far In etcess 
of the wants of production, and when it is con- 
sidered also that the present penod of industrial 
depression is unique m its character, as not having 
been attended with financial and commercial crises 
and panics, finanaal matters having been only 
incidentally invoUed, and when it is considered 
further that the condition of these nations has 
been reached under both free trade and protective 
policies, and under a wide range of tanff restne- 
tions, It IS readily seen that the family of nations 
gliven to mechanical production have reached an 
epoch m their existence, and that commercial sys- 
tems w hich might ha\ c been at one lime, or under 
some circumstances, necessities, are now appar- 
ent!) onlv expediencies, to be used temporarily 
and not as permanent features of national progress 
Histoncallv, it must be admitted that the two 
great opposing s) stems of free trade and protec- 
tion have plavcd well their parts in the industrial 
devclonmcnt of nations, but the wisdom derived 
from the cxpencncc of all the nations m the race 
for industnal success should teach each that ulri- 
rnaielv tliat svstem freest from rcstncoons will 
beget generally the best conditions. Aleancimc, 
expediency has its power, and must contmuc to 
exercise it until the evil resulting from changes 
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can be met through the softemng mfluences which 
come from contest and hardship. The struggle so 
far has had a strong influence m produemg ever 
recurring penods of depression. These consider- 
ations are shown to be valid through the informa- 
tion collected by the Bureau in ali the countries 
involved . 

In England, Belgium, and France thi railroads 
and canals that are really needed have been built 
There remams only to be constructed feeding and 
competing lines, and experience shows that for 
such lines the revenue for the capital invested is 
not equal to nommal remuneration In Holland 
the great works are completed; Amsterdam is 
umted to the sea, mtcrnaoonal communicanons 
have been well established, and there are no longer 
urgent works to be undertaken, and the reward of 
capital to be invested now is not sufficient to tempt 
lenders. In Italy and Spain the great arteries are 
provided with railroads, while the products moved 
and the revenues denved from capital mvested art 
notoriously inferior to what was expected When 
this is the case there is no prospect of nval or 
subsidiary hnes being constructed Harbor* and 
nvers are suffiaently developed, and warehouses, 
water and gas works, tramways, etc,, are largely 
provided for The Pyrenees and the Alps are tun- 
nelled, and a sufficient network of mternational 
commumcabon established. In England railroad 
budding cannot be extended to a sufficient degree 
to absorb much capital or much labor In Russia 
the principal Imes of railroad have been built with 
the aid of the Government, and it is not likely that 
further construction wdl take place except for 
strategical purposes Germany is provided with a 
full network of railroads, and the facaliues for 
transportation are m excess of actual needs Aus- 
cna IS m much the same condioon as Germany, 
and Turkey also has as many railroads as can be 
used In the Umted States the mileage of new 
railroads construacd has been out of all propor- 
tion to the increase of the products to be carried 

The Suez Canal has been built, terrestrial and 
transoceanic hnes of telegraph have been laid, and 
the merchant marine has been transformed from 
wood to iron. To-day the carr)'ing service of na- 
tions, and especially of the great marine nation, 
England, is overstocked to a far greater extent 
than the industncs. On all sides one secs the ac- 
complished result of the labor of half a cenrury 
From a finanaal point of view, these accomplished 
results should alvva>-s begood, but m many cases it 
IS apparent that undertakings have prov cd decep- 
avc and Governments become needy and some, 
« Egypt, insolvent Whatever may have been the 
financial results, industr)- has been enormously 
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developed, cities have been transformed, distances 
covered, and a new set of economic tools lias been 
given in prof usion to rich countries, and m a more 
reasonable amount to poorer ones. What is strictly 
necessary has been done oftentimes to superfluity. 
Tins full supply of economic tools to meet the 
wants of nearly all brandies of commerce and in- 
dustry is the most important factor in the present 
industrial depression. It is true that tlic discovery 
of new processes of manufacture will undoubtedly 
continue, and tins will act as an ameliorating in- 
fluence, but it will not leave room for a marked 
extension, such as has been witnessed during the 
last fifty years, or afford a remunerative cmploy- 
incnt of the vast amount of capital which Ii.as been 
created during that period. The market price of 
products will continue low, no matter what the 
cost of production may be. The day of large 
profits is probably past. There may be room for 
further intensive, but not extensive, development 
of industry in the present area of civilization. Out- 
side of the area of a high state of industrial civiliza- 
tion, in China, Japan, India, Australia, Persia, and 
South Africa, there is a vast deal to be done, but 
this of necessity will be accomplished slowly, as 
these countries, not having the capital to make 
speculative movements, must depend upon the 
money-lending countries. Supplying themselves 
with full facilities for industries and commerce 
will give to each of tlic great nations of Europe 
and of America something to do, but the part of 
each in this work will be small and far from 
enough to insure more than temporary activity. It 
may help to keep away stagnation and modify the 
severity and the duration of industrial depressions. 
There arc very many influences, like the great ex- 
pense of standing armies, of war and revolutions, 
and local features, so far as causes arc concerned, 
which enter into the consideration of the indus- 
trial situation of the world so far as localities arc 
specifically concerned. The present treatment 
only has to do with those things which seem to be 
common. The building of railroads and of ships, 
even in countries where the land is interlaced with 
roads and supplied with wharfs lined with ship- 
ping, must go on, because the waste needs repair- 
ing, and the great industrial work of supplying the 


world will furnish enough for all to do, but the 
brief review of the present industrial situation of 
the great communities involved indicates that 
statesmanship is required to establish such guards 
and checks in human affairs as shall lead to a safer 
and surer progress than that which has attended 
the past decade. In the consideration of suggested 
remedies and in the summary of tliis report facts 
will be brought out which will at least be sugges- 
tive of channels into which legislation, but more 
effectually public sentiment, may be directed. Cer- 
tainly, with the aid of the wisdom of some of the 
best minds in Europe and America, and of men 
having the largest experience, these directions 
should have their influence 

One of the agents of the Bureau reports as the 
result of interviews had with leading economists 
in Europe the following as the predominant fea- 
tures of modern industrial development among 
the producing nations: (i) The influence of the 
increased facilities for transportation and inter- 
national communication. (2) The steady progress 
of rising wages, contemporaneous with declining 
profits, (j) The enlargement of the circle of pro- 
ducing nations to such extent as to make the means 
of production far in excess of the needs of con- 
sumption. The factors responsible for this state of 
affairs are — 

(a) The desire to participate in the large profits 
made by those first in the field. 

(b) The continuous flow of precious metals 
after tlic discovery of the gold mines of California 
and Australia. 

(c) The extension of the credit sj'stcm, facilitat- 
ing the advance of capital to those who knew the 
processes and secrets of manufacture, but who had 
not the ready money to commence business on 
their own account. 

(d) The establishment of protective tariffs in 
most of the western European countries and the 
Uiutcd States inducing sharp domestic competi- 
tion and over-production. 

(e) The abnormal stimulus given to industry in 
Germany by the accomplishment of German 
unity and by the payment by the Government of 
its domestic obligations from the war indemnity 
received from France. . . . 


hidiistrial Evolution of the United States 

BY CARROLL D. WRIGHT 

Chapter X\ni‘ Labor and Rates of Wages, any period or locality, especially when used for 
1790-1890 purposes of comparison, is not complete unless 

accompanied by information as to the hours of 
A STATEMENT of tlic actual oT average wages for labor, regulations as to extra earnings, division of 
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camings among underhands, and other methods 
peculiar to the period or locality Information as 
to cost of 111 mg and pnees of commodities should 
also be considered, smee it is not the amount of 
money teages that most nearly concerns the work- 
man, but the amount of subsistence obtainable at a 
IS en period for a given expenditure This chapter, 
ossever, is confined chiefiy to a presentation of 
wages, prices being mcidcntally treated The rates 
selectcif are either actual svages or the average for 
a number of estabbshments m different localities, 
and It IS believed they fairly represent the wages 
for the different classes of labor While the rate of 
wages for the same class of employees m different 
establishments within a given district may vary, 
the tendency is to equalitj’ 

In giving wages and pnccs for the past one hun- 
dred years, especially for the first half of the 
century , recourse has been chiefly to Eastern and 
iMiddle Sute conditions This has been neces- 
sitated by the lack of data for other portions of 
the country, but it is believed that the facts given 
arc fairly representative rclanv ely of variaaons in 
all manufacturmg districts of the country taken 
as a whole, notwithstanding the great variations 
occurring between one part of the country and 
another 

At the bcginmng of the constitutional period, as 
stated in the chapter on wages in colonul days, 
not much change had been experienced m the 
rates of w ages paid m different trades, but betw ten 
1790 and 1830, when the factory system was m 
fair and general operation and labor of every 
character commanded higher wages, it bemg in 
greater demand, there was a fair advance, carpen- 
ters in 1790 being paid less than 60 cents a day, m 
1800 something over 70 cents, in 1810, $i 09 on the 
average, m 1820, $1 13, in 1830, about $i 13, reach- 
ing, however, m the northern parts of our country 
an average of $1-30 a day dunng the period from 
1830 to i8qo After this there was not much 
change for carpenters until i860 Taking laborers, 
on the other hand, as fairly representative of gen- 
eral conditions, it is found that they were paid, 
in 1790, about 43 cents a day, on the average, m 
i8oo, dilt cents a dav, from 1800 to 1810, about 
82 cents a day , from i8io to 1820, something over 
90 cents a day, vv hile from 1840 to i860 they v aned 
from 87I6 cents to $i a dav Pnnters were receiv- 
ing, at the brginnmg of tfie century, about $i 00 
a dav, and their wages had mcreased to $i 75 by 
1S60 Shoemakers were paid 73*4 cents a day, on 
the average, dunng the decennial period 1790 to 
1800, while they av craped from iSio to 1830 $i 06 
a dav, reaching $i 70 m i860 Looking to cotton- 
mill operativ cs. vv hose vv ages arc not quoted much 
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pnor to 1820, we find that they were paid 44 cents 
a day, on the average, between 1820 and 1830, 
nearly po cents a day^ from 1830 to 1840 This wage 
held, with slight mcrcase, to 1850, while dunng 
the next decade of years their average pay was 
$14)3 » divy Woolen-mill operanves did somewhat 
better, being paid in the earlier part of the factory 
penod, that is, the decade of years pnor to 1830, 
$i 12, they rarely reached this high wage agam 
before 18^ 

The record of wages after 1830 is far more 
complete, and the course of their rise or fall can 
be more clearly stated In 1831 daily wages for 
agricultural laborers ranged from 57 5 cents to 
$i 00, blacksmiths received from $i 00 to $i 25 
per day The daily average for carpenters was 
$1 07, but tanged as high as $i 30, while masons 
received $1 16 Smee 1873 wagvui m these staple oc- 
cupanons had more than doubled, but the segre- 
gation of mechanics and labor of all kinds mto 
classes had made rapid progress, and an average 
wage for such a broad gtoupmg conveys no idea 
of the rates of wages for the different classes. The 
average daily wages for paper-mill operatives m 
1831 was 66 6 cents, prmters $i 25, shoemakers 
$i 06, cotton-iiiiU operatives 88 6 cents, woolen- 
mill operatives 94,6 cents, glassmakers $i 13, and 
millwrights $111 

Dunng the thirty years from 1830 to i860 two 
violent commercial convulsions occurred, one m 
1837 and one in 1857. Excessive importations, 
speculaaon, and the abuse of the credit system 
were the pnncipal causes of both these busmess 
depressions, boi had the effect of temporarily 
reducing wages m certam mdustnes. Wages had 
not ful^ recovered from the panic of 1857 
i860 Tne averages for the decade ending that 
year, however, show a decided advance over 1830 
An average for the ten years ending with i860 
gives agncultural laborers $i 01 per day, black- 
smiths $1 69, carpenters $1 03, and masons $i 53, 
paper-mill operaoves received $i 17, pnnters 
$i 75, shoemakers $i 70, cotton-imll operatives 
Si 03, woolen-mill operatives 87 3 cents, glass- 
makers $2 96, and milivvnghts $i 66, The wages in 
all of these occupations, with the cxcepnon of 
woolcn-mill operatives, show an advance over 
1830 The percentage of increase ranges from 16 3 
for cotton-mdl operanves to 161 p for glassmakers. 
On making a similar comparison of wages for 
twenty different occupations, it is found that but 
one shows an increase in averse daily wages. 

Wthout considcnng the effect that the war, 
the fluctuation in currency, or the financial crisis’ 
of 1873 have had on wages during the twenty 
years from i860 to 1880, we wDl compare the 
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averages for i860 with similar averages for 1880. 
Agricultural laborers in 1880 received Si. 31 per 
day, blacksmiths Sa-aS, carpenters Sa^a, masons 
$z.79, paper-mill operatives S1.79, printers $2.18, 
shoemakers Si. 76, cotton-mill operatives Si'40, 
woolen-mill operatives $1.24, and glassmakcrs 
Si. 79. These average wages for leading industries 
indicate the general increase in wages in all oc- 
cupations during the fifty years from 1830 to 
1880. , . , 

Carrying this comparison of actual wages for 
distinct classes into the building trades, a repre- 
sentative establishment in New York reports the 
pay for carpenters m 1843 as Si -50 per day, and 
in 1891 $3.50, with the hours of work reduced 
from ten to eight. The pay of bricklayers and their 
helpers increased from $i 75 and Si.oo, respec- 
tively, in 1851 to $4.00 and $2.50, respectively, in 
1891, with a decrease of two hours in working 
time. The daily wages of draughtsmen and fore- 
men blacksmiths, two widely separated yet de- 
pendent classes of labor, as reported by an estab- 
lishment engaged in manufacturing metals and 
metallic goods in New York, increased from $1.75 
and $2.50, respectively, in 1848 to S5.31 and $5.83 
in 1891. Making a similar comparison for an en- 
tirclv different class of wage-earners, that of rail- 
road employees, we find the pay of locomotive 
engineers and firemen increasing from $2.14 and 
Si. 06 in 1840 to 53.77 Jind Si. 96, respectively, in 
1891; during the same period the pay of passenger 
car conductors increased from S2.11 to S3.84. . . . 

Considering the wages for the great mass of 
wage earners, the common and agricultural labor- 
ers, during the entire period since 1633, the daily 
wages for the best laborers advanced from 25 
cents to 33.3 cents immediately before the Revolu- 
tion, to 42.5 cents immediately after, and during 
June of 1891 the wages of common laborers 
ranged from $2.50 in Alontana to 75 cents in the 
Carolinas and $1.25 in New York, Farm laborers 
received, during June, 1891, from S30 to S40 per 
month, with board and lodging, in Montana and 
California, to S9 and Sio in the Carolinas and Vir- 
ginia, and $15 to $20 in New York. Masons (mas- 
ter workmen) received 33.3 cents per day in 1633 
and Si.oo in 1790, while during the busy season 
of 1891 their wages ranged from 54.50 to $5.00 in 
California and Colorado, $2,50 in North Carohna, 
and S2.50 and $3.36 in Pennsylvania and New 
York. 

The wages paid in numerous occupations can 
be compared, and in each instance the same, or a 
similar, advance is shown. The three classes given, 
howet'er, arc sufiicienr with data given in Chapter 
IX., to convey an idea of the great increase in the 


money wages of all classes of w'orkmen during 
the two hundred and fifty-eight years. While the 
number actually employed increases or diminishes 
with business prosperity or depression, their em- 
ployment or idleness appears to have had but htdc 
effect on the rate of pay. Wages during almost the 
entire period have had an upward tendenej’, de- 
creases being the cxxeption and generally only of 
temporary duration. 

Turning from the specific wages paid in some 
of the leading occupations, it is interesting to 
study the relative percentage of increase of wages 
in general. Tins can be done by assuming that at 
a certain period wages can be represented by 100, 
or par, and tlicn calculating the mcrcase or de- 
crease from par m accordance with the facts.* 
Whatever wages were in i860, they are quoted 
at 100. Starting from this basic point, it has been 
found that, taking the wages (which were taken 
from actual pay-rolls) in twenty-two industries 
and from nearly one hundred distmct establish- 
ments, and making a simple average, the percent- 
ages stood at 87.7 m 1840, as compared with 100 
in i860, that in 1866 they stood at 152.4, and in 
1891 at 160.7. But It might be objected that a 
simple average does not indicate the general per- 
centage of increase or decrease, so the figures 
have been averaged according to their importance, 
each industry relative to all industries, as repre- 
sented by the number employed m each. On this 
basis, taking i860 as represented by 100 again, it 
is found that the general average of wages m 1840 
is represented by 82,5, in 1866 by 155.6, and in 
1891 by 168.6, that is to say, on this basis wages 
have increased since i860, as is shown by per- 
centages, to the extent of 68.6 per cent; and this 
figure shows the course of wages in this country 
since that year. On the basis of 100 in i860, the 
increase has been from 82.5 in 1840 to 168.6 in 
1891, the close of the period discussed. 

It is diflicult always to make a statement con- 
cerning the course of prices for any considerable 
period of umc that will be satisfactory to all 
students. The actual price of different articles 
docs not alone indicate such course, because one 
article enters into the consumption of the people 
in slight degree, the price of such article having a 
wide range, while another article, entering largely 
into consumption, may be represented by a price 
quite steady, so there is always contention as to 
whether the price represented by the basis of con- 

2 This method was adopted by the Senate Committee 
on Finance in its report on “Wholesale Prices and 
Wages,’’ bemg Senate Report No. 1394, Fifty-second 
Congress, second session. 
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sumption or the degree of consumption of each 
group of articles has risen or fallen 

In the Sixteenth Annual Report of the Massa- 
chusetts Bureau of Stausacs of Labor there arc 
ter>' extenstte quotations of the pnees of com- 
modities cotenng the period from 175^ to 1883 
and general comparisons from 1830 to i860 With- 
out going into the details of these comparisons, it 
appears that from 1830 to i86o agnculniral 
products advanced m price 61 8 per cent, burmng 
oils and fluids, 39 per cent, candles and soap, 
41 6 per cent, dairj’ products, 38 8 per cent, fish, 

9 8 per cent, flout and meal, a6 pet cent, fuel, 
meaning by this wood only, 554 per cent, meats, 
which included turkey m this particular compari- 
son, 53 per cent On the other hand, prices de- 
chned for boots and shoes 38 9 per cent, clothing 
and dress goods, aq 7 per cent, dry goods, 30.9 
per cent, food preparations, 173 per cent, letter 
paper, 35.1 per cent, spices and condiments, 36 s 
per cent 

By a consolidation of the percentages showing 
either an advance or decline m pnees for the 
fourteen classes of articles |ust cited, the general 
percentage of mcrease in price is found to be 9a! 
per cent If, on the other hand, the averages for 
the same classes of articles be considered, and not 
the percentages obtained for each class, it is found 
that the general average increase in prices was 
15 7 per cent The mean of these two percentages 
15 I s 7, and this more probably indicates the cor- 
rect position of the fourteen classes of arttcles just 
named in their general tendency berucen 1830 
and 1S60 

If, howcv er, wages for the same period, as given 
for the various occupanona named m the report 
cited above, be consolidated and averaged, the 
general average increase shown for the period 
ending with i860, as compared vvith that ending 
with 1830, IS fa 3 per cent. These facts clearly m- 
dicatc that for that thirty years w ages adv anced to 
a much greater degree than prices. 

It IS fortunate that the public can now have re- 
course to the report of the Senate Committee on 
Finance, which W been referred to MTiolcsale 
pnees arc given in this report for 113 leading 
articles of consumption form 1840 to 1890, and 
ukmg the prices of these articles as a whole, and 
considenng them on the same basis as that on 
which wages were considered, that 15, assuming 
the quotations for 1660 to be 100, or par, it is found 
that the percentages arc, for 1840, 97 7 per cent 
rclauvclv to 100 m i860, 1877 for 1866, and 944 
for 1891, or, m other words, pnees generally, so 
far as the 113 leading articles are concerned, fell 
from 100 m 1860 to 944 m 1891 
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Placing wages and pnees in juxtaposition m a 
general comparison, it is found that wages, con- 
sidered relinvcly to the unportance of one in- 
dustry to all mdustnes, stood at 168 6 in 1891 rcla- 
oveiy to 100 m 1S60, and that the prices of aaf 
commodines entering into consunipnon, on the 
basis of the importance of each article m propor- 
Don to the importance of all, fell from 100 in 
i860 to 944 m 1891. The conclusion, therefore, 
must be posmvc and absolute that, while the per- 
centage of mcrease m pnees rose m 1866 to a point 
far beyond the mcrease m wages, pnees had, by 
1891, fallen to a pomt lower, on the whole than 
they were m 1840, and wages had risen even above 
the high point they reached m 1866 

It should be stated that m these percentages the 
prices of rents have not been considered Rents 
nave mcreased greatly, but ulung the nse m rents 
mto eonsidcranon, as well as the nse in food 
products and some other things, and drawing a 
general conclusion relative to real wages, the state- 
ments Just made must hold as practically and gen- 
erally established 

CnxarcR XXVR The Iott-uence ov MACHUsEav 

ON Labor 

In the manufacture of agricultural unplements 
new machmerv has, m the opmion of some of the 
best manufacturers of such implements, displaced 
fully fifty per cent of the muscular labor formerly 
employed, as, for mstance, hammers and dies have 
done away wuth the most particular labor on a 
plow In one of the most extensive establishments 
engaged in the manufacture of agricultural imple- 
ments m one of the Western States it is found that 
600 men, with the use of machinery, are now do- 
mg the work that would require 2,145 snen, with- 
out the aid of machinery, to perform, that is to 
say, there has been m this particular establishment 
a loss of labor to 1,545 men, the proportion of loss 
being as 3 57 to I 

In the manufacture of small arms, where one 
man, manual labor, was formerly able to “turn” 
and “fit” one stock for a musket’ m one day of 
ten hours, three men now, by a divnsion of labor 
and the nse of power machinery, will turn out 
and fit from laj to ijo stocks in ten hours. By this 
statement it is seen that one man mdividually turns 
out and fits the equivalent of forty-two to fifty 
stocks in ten hours, as against one stock in the same 
length of time under former conditions In this 
particular calling, then, there is a displacement of 
fortj -four to fort)'-ntnc men in one operation, 

Lookmg at a cruder industry, that of bnekmak- 
mg, improved devices have displaced ten per cent 
of labor, while in makmg firc-bnek for^' per cent 
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of the labor formerly employed is now dispensed 
with, and yet in many brickmaking concerns no 
displacement whateter has taken place. 

The manufacture of boots and shoes offers 
some ver)' wonderful facts in tins connection In 
one large and long-established manufactory in one 
of the Eastern States the proprietors tesufy that it 
would require five hundred persons, working by 
hand processes and in the old way in the shops by 
the roadside, to make as many women’s boots and 
shoes as one hundred persons now make with the 
aid of machincrv and by congregated labor, a 
contraction of eighty per cent in this parucular 
case. In anotlier division of the same industry the 
number of men required to produce a given 
quantity of boots and shoes has been reduced one 
half, while, in still another locality, and on another 
quality of boots, being entirely for women’s wear, 
where formerly a first-class workman could turn 
out SIX pairs in one week, he will now turn out 
eighteen pairs. A well-known firm in the West en- 
gaged in the manufacture of boots and shoes finds 
diat it would take one hundred and twenty persons, 
working by hand, to produce the amount of 
work done in its factory by sixty employees, and 
that the handwork would not compare in work- 
manship and appearance by fifty per cent By 
the use of Goodyear’s sewing machine for turned 
shoes one man will sew two hundred and fifty 
pairs in one day. It would require eight men, 
working by hand, to sew the same number in the 
same time. By the use of a heel-shaver or trimmer 
one man will trim three hundred pairs of shoes a 
day, while formerly three men would have been 
required to do the same work, and with the Mc- 
Kay machine one operator will handle three hun- 
dred pairs of shoes in one day, while without the 
machine he could handle but five pairs in tlie same 
time. So, in nailing on heels, one man, with the 
aid of machinery, can heel three hundred pairs of 
shoes per day, while five men would have to work 
all day to accomplish this by hand. A large Phila- 
delphia house which makes boys’ and children’s 
shoes enturely, has learned that the introduction 
of new machinery within the past thirty years has 
displaced employees in the proportion of six to 
one, and that the cost of the product has been re- 
duced one half. . . . 

In another line labor has been displaced to such 
an extent that only one third the number of opera- 
tives formerly required is now in employment. In 
the days of the single-spindle hand-wheel, one 
spinner, working fiftj'-six hours continuously, 
could spin five hanks of number thirty-two twist. 
At the present time, with one pair of self-acting 
mule-spinnmg machines, having 1,124 spmdles, one 


spinner, with the assistance of ttvo small boys, 
can produce 55,098 hanks of number thirtj'^-tvvo 
tM'ist in the same time. It is quite generally agreed 
that there has been a displacement, taking all 
processes of cotton manufacture into considera- 
tion, m the proportion of three to one. The aver- 
age number of spindles per operative in the cotton- 
nulls of this country in 1831 was 25.2; it is now 
over 6482, an increase of nearly 157 per cent; 
and along with this increase of the number of 
splindles per operative there has been an increase 
of product per operative of over 145 per cent, so 
far as spinning alone is concerned. In weaving in 
the olden time, in this country, a fair adult hand- 
loom weaver wove from fortj'-two to forty-eight 
yards of common shirting per week. Now a 
weaver, tending six power-looms in a cotton fac- 
tory, will produce 1,500 yards and over in a single 
week; and now a recent invention will enable a 
weaver to double this product. . . . 

And so illustrations might be accumulated in 
very man^ dirccuons — in the manufacture of 
furniture, m the glass industry, m leather-making, 
in sawing lumber, m the manufacture of machines 
and machinery, m the production of metals and 
metallic goods of all kinds, or of wooden-ware, 
in the manufacture of musical instruments, in 
mining, in the oil industry, in the manufacture of 
paper, in pottery, in the production of railroad 
supplies, in the manufacture of rubber boots, of 
saws, of silk goods, of soap, of tobacco, of trunks, 
in building vessels, in making wine, and in the 
production of woolen goods. 

It IS impossible to arrive at an accurate state- 
ment as to the number of persons it would re- 
quire under the old system to produce the goods 
made by the present industrial system with the aid 
of invention and power machinery. Any compu- 
tation would be a rough estimate In some 
branches of work such a rough estimate would in- 
dicate that cacli cmplcn'cc at the present repre- 
sents, on an average, fifty employees under the 
old system. In many other branches the estimate 
would involve the employment of one now where 
three were employed. Looking at this question 
without any desire to be mathematically accurate, 
it is fair to say, perhaps, that it would require 
from fifty to one hundred million persons in this 
country, working under the old system, to pro- 
duce the goods made and do the work performed 
by the workers of to-day with the aid of ma- 
chinery. This computation may, of coune, be 
very wide of tlic truth, but any computation is 
equally startlmg, and when it is considered that in 
spinning alone 1,100 threads arc easily spun now 
at one time where one was spun under the old 
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n-jtem, no esnmatc can be successfully disputed 

All these facts and illustrations sunply show 
that there has been, econoniicallv speaking, a 
great displacement of labor by the use of mven- 
tions, power machmer)' has come in as a magical 
assistant to the power of muscle and mind, and 
It IS this side of the (question that usually causes 
alarm Enlightenment has taught the wage- 
rcccis cr some of the ads antages of the mtroduc- 
tion of inventions as his assistants, hut he is not 
)ct fully instructed as to their influence m all di- 
rections. He docs sec the displacement, he docs 
see the dilTicnlty of turning his hand to other em- 
ploj-mcnt or of finding emplojunent m the same 
direction. These are tangible influences which pre- 
sent themselves squarely in the face of the man 
involved, and to hun no philosophical, economic, 
or ethical answer is sufficient. It is therefore im- 
possible to treat of the mfluence of mvennons, so 
far as the displacement of labor is concerned, as 
one of the leading mflucnces, on the individual 
basis. We must tahe labor abstractly So, havmg 
shown the powerful influence of the use of m- 
gemous devices in the displacement or contrac- 
tion of labor, as such, it is proper to show how 
such devices have influenced the expansion of 
labor or created emplojments and opportumnes 
for employment which did not exist before their 
mception and application A separate chapter is 
given to this part of the subject. 

Qmpttr XXVIII The Ishvesce of Maousshy 

os LsnoR — E ipa.\siov 

As incredible as the facts given m the preceding 
chapter appear to one who has not studied them, 
the abilitj' to crv'stallixc m individual cases and 
show the fairly exact displacement of labor exists. 
An examination of the opposite influence of m- 
ventions, tha^ of the expansion or creation of 
employments not before cxistmg, reveals a more 
encouraging state or condition of things, but one 
in which the statistician can make but very little 
headway. The influences under the expansion of 
labor have various ramifications. The people at 
large, and especial! v those who work for wages, 
have experienced these influences in several di- 
rections, and contemporaneous with the intro- 
duction and use of inventions, the chief economic 
influence Iieing in the direction of expansion, the 
other mflucnces being more thoroughly ethical, 
and these should be considered under that broad 
title. The statistical method helps m some respects 
m studvung the cxpansiv e povv er of inv cnoonx, and 
especially in the duection of great staples used 
as raw material m manufacturing processes and 
in the increase of the number of people employed 
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relauve to the number of the population If there 
has been a great mcreasc m the consumption per 
capita of great staples for manufactimng purpo^ 
there must have been a corre^ndmg expansion 
of labor necessary for the produenon of goods m 
bkc directions 

Takmg up some of the Icadmg stajiles, the facts 
show that the per capita consumpQon of cotton 
in this country in 1850 was 5 9 pounds, m 1880, 
1391 pounds, while in 1890 the per capita con- 
sumption had increased to nearly 19 pounds. These 
figures are for cotton consumed m our own coun- 
try, and clearly and posiDVcly mdicate that the 
labor necessary for such consumption has been 
kept up to the standard, if not beyond the stand- 
ard, of the olden time — that is, as to the number 
of people employed 

In iron the increase has been as great propor- 
nonately In 1870 the per capita consumption of 
iron in the Umted States was 105 64 pounds, m 
1880 It had risen to 104.99, and m 1890 to 183 38 
While processes in manufactunng iron have been 
improved, and labor displaced to a certain extent 
by such processes, this great mcrease m the con- 
sumpaon of iron is a most encouraging fact, and 
proves that there has been an offset to the dis- 
placement 

The consumption of steel shows like results. In 
1880 It was 46 pounds per capita, and m 1890, 144 
pounds. The application of iron and steel in all 
directions, m the buddmg trades as well as m the 
mechamc arts, m great engmeenng undertakmgs, 
and m a multitude of directions, only mdicates 
that labor must be actively employed, or such ex- 
tensions could not take place But a more conclu- 
sive offset to the displacement of labor, considered 
abstractly, is shown by the statistics of persons 
engaged m all occupanons. From i860 to 1890, a 
period of thnty years, and the most prohfic period 
m this country of inventions, and therefore of the 
most intensified mfluence m all directions of their 
mtroduction, the population mcreased 99 16 per 
cent, vvhde during the same penod the number of 
persons employed in all occupations — manufac- 
nirmg, agnculrure, domestic service, everything— 
mcreased 17607 per cent. In the twenty years, 
1870 to 1890, the population increased 6241 per 
cent, while the number of persons m all occupa- 
tions mcreased Ri 80 per cent. An analysis of these 
statements shows that the increase of the number 
of those engaged m manufacturing, mechanical, 
and mining industnes, those m which the influ- 
ence of inventions is most keenly felt, for the 
period from i860 to i8po was 172 27 per cent, as 
against 99 16 per cent mcrease m the total popu- 
lation. If statistics could be as forcibly applied to 
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show the new occupations brought into existence 
by invention, it is believed that the result would 
be still more emphatic. 

If we could examine scientifically the number of 
created occupations, the claim that inventions 
liavc displaced labor on the whole would be con- 
clusively and emphatically refuted Taking some 
of the great industries that now e.xist, and which 
did not exist prior to the inventions which made 
them, we must acknowledge the power of the 
answer. In telegraphy thousands and thousands 
of people arc employed where no one has ever 
been displaced. The construction of the lines, the 
manufacture of the instruments, the operation of 
the Imes — all these divisions and subdivisions of a 
great industry have brought thousands of intelli- 
gent men and women into remunerative employ- 
ment w'here no one had ever been employed be- 
fore. The telephone has only added to this ac- 
cumulation and expansion, and the whole field of 
electricity', m providing for the employment of 
many skilled workers, has not trenched upon the 
privileges of the past. Electroplating, a modern 
device, has not only added wonderfully to the em- 
ployed list by its direct influence, but indirectly 
by the introducaon of a class of goods which can 
be secured by all persons. Silverware is no longer 
the luxury of the rich. Through the invention of 
electroplating, excellent ware, witli most artistic 
design, can be found in almost every habitation 
in America. The application of electroplating to 
nickel furnished a subsidiary industr)' to that of 
electroplating generally, and mckelplanng had not 
been known half a dozen years before more than 
tlurtj' thousand people w'ere employed in the in- 
dustry, where no one had ever been employed 
prior to the invention. . . . 

It IS certainly true — and the statement is simply 
cumulative evidence of the truth of the view that 


expansion of labor through mvendons has been 
equal or superior to any displacement that has 
taken place — that in those countries given to the 
development and use of machmerj’ there is found 
the greatest proportion of employed persons, and 
that in those countries where machinery has been 
developed to little or no purpose poverty reigns. 
Ignorance is the prev'ailmg condition, and civiliza- 
tion consequently far in the rear. 

The expansion of values as the result of the in- 
fluence of machinery has been quite as marvelous 
as m any other direction, for educated labor, sup- 
plemented by machinerj', has developed small 
quantiues of mexpensive material mto products of 
great value. This truth is illustrated by taking cot- 
ton and iron ore as the starting-point. A pound 
of cotton, costing at the time this calculation was 
made but 13 cents, has been developed mto muslin 
which sold in the market for 80 cents, and into 
chintz which sold for $4. Seventv’-five cents’ 
xv'orth of common iron ore has been developed 
into $5 worth of bar-iron, or into Sio worth of 
horse-shoes, or into $180 w'orth of table knives, 
or mto S6,8oo worth of fine needles, or into $29.- 
480 worth of sliirt buttons, or Sioo,ooQ worth of 
watch-springs, or $400,000 worth of hair-springs, 
and the same quantitj' of common iron ore can be 
made mto $2,500,000 w’orth of pallet arbors.’ 

The illustrations given, both of the expansion of 
labor and the expansion of values, are sufficiently 
sdggcsuvc of a line of study which, carried in any 
direction, will show that machmery is the friend 
and not the enemy of man, especially when man is 
considered as a part of society and not as an indi- 
\ idual. 

V This calculation was made by George Woods, LLD^ 
of Pittsburg, Pa., and given by him m an address on 
“Technical Education," m 1S74. , 


THE CRISIS OF 1893 
JOHN DEWITT WARNER 


Despitp. great industrial advances and steady 
improvements in standards of living, the Amer- 
ican economic system knew nothing about 
smooching out the sharp fluctuauons of the 
business cycle. An inadequate banking and 
credit mechanism and the helplessness of gov- 
ernment went hand in hand with disorderly 
speculative activities, revivals led to booms and 


booms were followed by contractions and 
crises. The crisis of 1893 — which hit the coun- 
try' in the summer of that year — was aggra- 
vated by the troubles of agriculture and by 
businessmen’s lack of confidence in the cur- 
rency tinkering of Washington. 

John DeWitt Warner’s (1851-1925) pam- 
phlet shows how, because of the absence of a 
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central banking mechanism, banks all over the 
country were compelled to fall back upon all 
sorts of ingenious detices to rebete the cur- 
rency smngcncy. The fear for the gold stand- 
ard IS clearly indicated in Warner’s analysis; 
but, more important, is the dcscnption of a 
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banking system that was incapable of function- 
ing cither in time of too great credit expansion 
or m amc of too great contraction 
Warner's pamphlet, The Onreiicy Fmtme 
of (New York, 1895) was published by 
the New York Reform Oub 


The Currency Faimne of iSyy 

BY JOHN DEWITT WARNER 


OacuMSTAscEs THAT Preceded the Crisis 
CCSTUIAL conditions 

The aacuMSTANCES that preceded the currency 
famine of 1893 arc as yet too recent to be free 
from control ersv as to their causes and conse- 
quences. In a general way, how'ever, the situation 
has already become histone, so that somewhat of 
an apparently significant succession of facts may 
properlj be noted 

Tor the ten years preceding 1890, though local 
disturbances had not been lacking, the commer- 
cial, manufacturing and agricultural world as a 
whole had been enjoymg steady prosperity, until 
the accumulation of raw materials and manufac- 
tures w as greater than ever before In the world’s 
histon', and ten years of prosperity had made 
general throughout the world that state of mind 
w hich prompts borrowers to new enterprises and 
induces lenders freely to extend credits 

From the beginning of the year 1890, however, 
growing caution and watchfulness seemed as gen- 
eral as theretofore had been confidence approach- 
ing carelessness The first symptom was generally 
an attempt to dispose of surplus stocks esen at a 
sacnfice This brought about a shrinkage of values, 
which, in its turn, lessened margins and increased 
the apprehensions of creditors. 

On this side of the water a suggesnon of the 
situation IS found in the foreclosure during the 
first SIT months of 1890 of no less than twenty-one 
railroad companies, with an aggregate of stock 
and bonds of $91,000,000, while the collapse of 
the Banngs in England during the autumn of 
1890 called attention to the shrmkage m colomal 
and South Amcncan securities, and to the pre- 
canous standmg of world famous houses. 

THE SIIERAIAS ACT 

It was |ust at this time, too, that the agitation 
for cheap monc\ reached its highest ode m Con- 
gress and the Sherman Act became a law By this, 
instead of coinage at $1,000,000 per month, bullion 


certificates at the rate of $4,500,000 per month 
were added to our currency, already out of all 
propomon to the commeraal wants of onr peo- 
ple, while free comage — that is, forced comage of 
silver at a par of 16 to i of gold — was pressed on 
every hand, largely by those who confessed their 
ami to be pama) repudiation 

It may be questioned how far this last factor 
contributed to the gravity of the situanon here, 
there can be no doubt that it increased it For, just 
at this time, creditor Europe was forced by her 
nccessiues to return m large measure our securities 
which she had theretofore eagerly taken, and we 
were thrown more and more upon our own re- 
sources for capital wherewith to develop our 
country To the flood of our own obhgations, 
thus thrust upon us, were now added those of 
holders who had become apprehensive of Amer- 
ican good faith, and who hitened to reahze, even 
at a sacrifice, before they should be made worse 
off by the repudiaaon which some of them thought 
close at hand 

Again, to the sentimental factors noted there 
was now added what might almost be termed a 
physical force, tendmg to drive gold out of the 
country’, and, through our currency system, drain- 
ing the treasury as well Just how much currency 
the business of a country will absorb ar any given 
moment, it is hard to sav, but it is nevertheless cer- 
tain that when the channels of finance are full, 
additions «D1 cause them to overflow, and that 
the overflow will be of that poraon wWch is ac- 
ceptable elservhcre. As is pretty generally agreed, 
the grow mg dullness of busmess had left our cur- 
rency superabundant as far back as 1890, while m 
that year the rate at which deprcaated ^ver was 
poured into it was mereased from $244 Xkvx)o a 
year to more than double that rate. The effect was 
as thoi^h water were poured into a measure al- 
ready’ mlcd with on The Sherman notes, whose 
circulation was bounded by national hnes, went 
to the bottom of the measure — that is stayed in 
this country’, the gold, free to move— that is, cur- 
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rent everywhere — overflowed to foreign coun- 
tnes. 

Another cfTecc now began to be prominent To 
a small extent our holders of mortgages (which 
in this country arc usually for short terms, even 
though intended as permanent investments) 
promptly secured themselves by requiring renew- 
als under contracts payable in gold; but many 
lenders — to some extent from individual hesitancy 
in exacting unusual terms of borrowers, and to 
some extent from apprehension lest the legisla- 
tion threatened in many States against such dis- 
crimination might prove valid — refused to make 
or renew time loans, thus foremg a stagnation of 
enterprise in many directions and in many others 
a realization of assets under unfavorable circum- 
stances. 

HOARDING OR COLD IN UNITED STATES 

Concurrent with this was developed a disposi- 
tion to hoard gold and to discriminate in its favor 
by withholding it from payments. That this was 
markedly true in 1893 is universally understood. 
It scums to have been forgotten in many quarters 
how much earlier than that year tliis practice be- 
came general; though an inspection of the treas- 
ury accounts shows that in September, 1890, the 
first month after the passage of the Sherman act, 
the Treasury lost $38,000,000 of its gold reserve. 

June 30, 1890, the net treasury assets were S255,- 

893.000, of which $190,232,000 was in gold and 
gold bullion. A year later similar assets were $176,- 

459.000, of which $117,667,000 was in gold and 

gold bullion — the “free gold,” that is the amount 
above the $100,000,000 reserve for greenback re- 
demption, having been reduced during the year 
from $90,232,000 to $17,667,000. ' 

Recalling that the customs receipts arc the prin- 
cipal streams which feed the Treasury, we can in- 
vestigate one step further. In June, 1890, above 
ninet}' per cent, of our customs receipts were in 
gold. The proportion of gold steadily declined 
thereafter until in June, 1891, but twelve per cent, 
of the customs receipts were in gold. 

The circle of investigation is complete for the 
period. The Treasury was diluting the currency 
by silver inflation at the rate of $4,500,000 each 
month, and at the same time it was rapidly losing 

f lower to maintain its parity in gold; while the se- 
cction by which gold was retained and silver used 
for payments to Government indicated that gold 
was being hoarded outside. 

TREASURY EXPEDIENTS 

Tlie National Administration, though doing 
nothing to avert the crisis, was sensible of its ap- 


proach. In the spring of 1891 the Treasury by 
refusmg to furnish gold bars, of which it had 
plenty, practically charged gold exponers one- 
tenth per cent, premium; at which price during 
that year they' took above $60,000,000, and during 
the summer of 1891 the Government attempted to 
gam gold by selling legal tender VVestem excliangc 
at a price sixty cents per $1,000 less than the nor- 
mal rates, on condition of being paid in gold, some 
$12,000,000 of which was promptly' thus secured 

Finally, to accelerate the rate at which we were 
moving toward disaster, the joint effect of the 
tariff revision of 1890 and the liberal appropria- 
tions of the fifty-second Congress had been to 
turn the late annual surplus, averaging $110,000,- 
000 per annum for the years 1888-1890, into a 
deficit which for the year beginning July i, 1893, 
amounted to more than $69,000,000, so that a con- 
stantly weaker Treasury faced a steadily increas- 
ing responsibility. The time thus rapidly ap- 
proached when the sole resource to maintain our 
currency upon a natural basis would be the stead- 
ily dimmishing gold receipts of the Treasury; 
which, so far as concerned customs revenues, had 
shrunken to less than four per cent, in September, 
1892, and never again rose above ten per cent, 
until in the currency famine of 1893 the hoarded 
gold coin was forced from the bank vaults. 

Such was the course along which the Treasury 
steadily drifted for years, unul m February, 1893, 
the outgoing Administration by private appeal to 
Its friends secured some $6,500,000 of gold from 
New York bankers, just in time to enable it, going 
out on the 4th of March, to escape the brcakmg of 
the dam behind which for years it had seen the 
waters steadily' piling. 

As the Qevcland Administration settled into 
its place the flood was still rising, though not faster 
than had been the ease for months previous But 
soon the actual impairment of the $100,000,000 
Treasury gold reserve showed the water trickling 
over the levee, and on every side each weak spot 
seemed about to give way. 

The Currency Famine 

For years liquidation had been progressing, and 
really solvent institutions had been contracting 
their loans and centralizing their resources, so 
that they were never better buttressed, but the 
same process of liquidation had drained the 
xveaker ones of their available funds, and left them 
with holdings of unmerchantable assets, enormous 
in the aggregate, which the first break would 
throw upon an already overburdened marker. The 
X'cry air was charged with ruin In April, 1893, 
business failures reported by Bradstreet's were 905, 
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iis compared wnh 703 in the same month of 1891, 
m May there were 969, as compared w*ich 680 the 
May prcvioui, and by June not merely had the 
ratio of disaster further increased above the aver- 
age, but all over the countr>% csneciaUy m the 
West, the banlvS were breaking Up to May 9th 
the number of banV suspensions bad not been ex- 
traordinary- — only clcscn of National banks dur- 
ing the preccduig sue months — but on that date 
the aiemical National Bank of Chicago closed its 
doors, on the iith the Columbia National Bank 
of the same city and tlic Capital National Bank of 
Indianapolis foUosvcd its example; on the tdth 
the First National Bank of Cedar Falls, la , and 
on the 18th the First Nanonal and Oglethorpe 
National of Brunssnek, Ga , and the Evanston 
National of Evanston, 111 , suspended Before the 
month u-as over six other National banks bad 
broken, in June tssenty-five, and m July seventy- 
three others followed suit, whfle the mortality 
was equally marked among State banking associa- 
tions and private bankers, so that by August first 
the condition w as one of panic. 

Then de\ eloped the fwture that will forever 
characttriic the stringency of 1893 — instructive to 
those who have not already learned how imma- 
terial IS anj ordmar)' supply of legal currency 
when compared with credit m its various forms, 
the real currency of the country' For years busi- 
ness credit had been shrinking m the United States 
— this largclj , though by no means wholly, as the 
result of the constant inflation of our currency by 
silver legislation at a time when normal business 
demands for currency w ere grow mg less and less, 
and now this credit was largely destrojed, so that 
each (largely in proportion to the extent to which 
his lack of information left him a ready victuti to 
fear) preferred currency m hand to any credit ac- 
count, however "gde-edged" Almost between 
mommg and night the scramble for currency had 
begun and culminated all over the country, and 
the preposterous bulk of our circulating medium 
had been swallowed up as cfTcetually as, m a 
scarcelv less brief penod, gold and silver had dis- 
appeared before the premium on specie a gencra- 
non before Currenev was hoarded until it became 
so scarce that it had to be bought as merchandise 
at a premium of 1% to 3% in checks payable 
through the clearing house, and to enable their 
families to meet petty hills at the summer resorts 
the merchants and professional men of the cities 
w ere forced to purchase and send bj express pack- 
ara of bills or com, while sasungs banks hawked 
theu- gosernment bond imcstmcnts about the 
mone) centers in a sain effort to secure currencj* 
The panic was naturaUs worst among those of 
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too little financial standmg to use bank accounts 
for their ordmary busmess, so that the action of 
bank depositors but inadequately suggests the gen- 
eral tendency But the deposits in Naaonal banks 
alone, which had been $1,750,000,000 May ist, 
1893, were about $1,350,000,000 on July ist, and by 
October ist but $1,350,000,000 

It IS with the most stnlcmg result of this sicua- 
uon that we have to deal It involved an absolutely 
unique expenence — that of a highly mgemous and 
cntcrpnsmg people, inhabitmg a wealthy and crvi- 
lixcd country, and brought face to face with an 
absolute necessity for the use of an e.xtraordmary 
amount of currency, at the same tune that they 
were inhibited by law from ordmary sources of 
supply 

FAILURE OF NATIONAL BANK CURRENCY SYSTEM 

Our laws provided but one resource — addi- 
uonal issues of Naoonal-bank notes The Na- 
nonal banka were urgently summoned to perform 
their most unportant legitimate function — that of 
giving elasticity to a currency admittedly rigid at 
every' other point The only result was to demon- 
strate the worthlessness of the National banking 
system itself 

We had had it for thury years Its original aun 
had really been, not to provide bank note cuc- 
rcncy— there was a plethora of that when the 
National banking system was established — but 
rather to starve the business public mto purchas- 
ing Government bonds as a condition of being 
permitted to do business at all 

So far was it from accommodating itself to the 
wants of developing communities that it took $ii 
m funds free for mvestment m any given locahty 
to secure for that locality $9 m currency So far 
was It from e.xpandmg to meet the growing de- 
mands of the country that, while twenty years ago 
the then outstanding $340,000,000 of National- 
bank notes represented more than 45 pet cent of 
all our cu-culaaon, ten sears later the $347,000,000 
of suTular notes then outstanduig represented but 
aS per cent of our currency, and in June, 1893— 

the latest date at which conditions were normal 

the $171,000,000 of Naoonal-bank notes then m 
cu-culation outside of the Treasury were less than 
II per cent of our currency-, of which they had 
ceased to be a material factor 

So far was it from being elasac that we had 
come to expect a period of stnngency' m each 

year— in the late summer and early autumn 

which invariably' arriicd, while a careful survey of 
the course of our National-bank note circulanon 
showed tliat the general tendency-, at first to its 
increase and afterwards to its withdrawal, had 
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absolutely no connection with present or prospcc- 
ti\c, however certain, business demands for cur- 
rency. National banlcs had long since ceased even 
pretended obedience to law, and habitually made 
discounts in unies of stringency in the face of de- 
pleted reserves. This practice was possible because 
the initiative was in the hands of the banks, and the 
Goveninicnt had power only to punish; a power 
which It foreborc to exercise. 

In the other parucular, however, that of furnish- 
ing currency, the initiative was m the hands of the 
Comptroller. The banlcs were thus powerless to 
break the law, no matter how beneficent might 
have been such violation. And nothing is more 
instructive than to contemplate the fuulc writhing 
and contortions of our National-bank note cur- 
rency system in the strait jacket w itli which it 
had been pinioned, and to see the not merely in- 
adequate, but positively ludicrous, results of its 
strenuous efforts to respond to the most urgent 
demands for relief that this generation has heard. 

Tlic increase of our currency by additions to 
National-bank circulation during the stringency 
was only about per cent, and was far less than 
the amount by which the banks of a single city 
virtually increased it by clearing-house certificates 
alone — little more than half the amount by which 
individual bankers increased it by actually buying 
pold in Europe and shipping it hither — and was 
m great part accomplished only after the ncccssitj’ 
for it was over, millions of dollars of the addi- 
tional currency taken out being returned to the 
treasur)’’ with the packages unbroken. 

It was to such a dead fetich that our stricken 
business appealed when caught in the panic of 
August, 1893. Never was there offered a more 
conclusive proof of the self-reliance of our cia- 
zens and the superiority' of business expedients 
over Government direction Not merely by finan- 
ciers in our great cities, and by great corporations 
experienced in handling such crises but m every 
part of the countrj', with the exception of the far 
Southw'est, did the people w'ork out their own sal- 
vation. 

EMURGENCY CURRENCY' 

The experience of August-September, 1893, w’as 
unique. There W'erc no gradually developed plans 
for mutual assistance. Mutual helpfulness there 
was in plenty between individuals and localities, 
but It W’as in prompt response to sudden appeals, 
and before any general system could be uevised 
the occasion for it xvas over. Financial clouds had 
long been lowering; but it was withm a single 
month that the currency fanime became general, 
its worst effect felt, such relief as was had ex- 


tended, and the crisis over, with a tendency' toward 
a glut of circulating medium. 

In other cases, nauons or communities had 
simply found themselves throw'n upon their own 
resources. Our people found thcmschcs not 
merely' dramed of currency' but forbidden by’ most 
carefully drawn statutes to utilize the expedients 
w'hich would have been most natural and most 
effective. No civilized nation has ever experienced 
such a currency' famine. None has ever found 
Itself so fettered by positive law’ in its efforts to 
rescue itself. None ever so promptly' arose to the 
emergency. Never was there so prompt a return to 
normal conditions. 

It IS this that I have found a peculiarly interest- 
ing study’. Not that I have been able to estimate 
or even trace it m anything like full measure. One 
of its most striking peculiarities was the extent to 
which — partly’ on account of the suddenness w'lth 
W'hich it w'as called for and the prompmess with 
W’hich the need of it was over — partly, perhaps, 
because cvervonc assumed that its use was in oc- 
fiance of law — the actual practice in each locahty 
was in general unknown outside of it, and evi- 
dence and menuon of it hard to secure afterxvards. 

The specimens I quote are, therefore, but a few 
score of the hundreds of cases that careful inquiry 
would reveal; and, except in the case of clearing 
house ccnificates proper, give but a faint idea of 
tiic extent to w’hich in all parts of the country' tliis 
emergency currency sprang into being. They arc, 
how’cver, I trust sufficiendy' varied to illustrate 
the methods used and the more charactcrisdc sorts 
of currency' — as distinguished from more strictly 
“credit” expedients — that w’cre thus called into 
being. 

CAcarmg House Certificates. First come actual 
clearing house cerdficates — new, not in invendon, 
but rather in the novel extent of their use. Their 
office was simply to extend indefinitely' the brief 
term of mutual credit involved in all clearing 
house setdements. Contrary to the general impres- 
sion, they' w'cre not used as currency'; but their 
effect was to add )ust their face to the volume of 
currency in circulation, by' releasing, for use out- 
side, that which w'ould otherwise have been re- 
served for clearing house setdements. So far as 
the banks using them transgressed law', it was in 
renewing loans and extending discounts when 
their reserves were depleted below' the legal hmit. 
The use of clearing house cerdficates simply’ en- 
abled this to be done with less risk of other than 
legal consequences. 

And to the w’riter, not the least mterestmg of 
the data that he has gathered in this cormccdon has 
been the proof — ^in instance after instance — where 
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he has been proudly assured that a particular city 
had not been forced to extraordinar)' expedients 
such as had been seized upon m their desperauon 
hy less fat ored centers — either that the boaster had 
been sated by aid extended by those whom he so 
patronizingly pines, or that the self-sufficient town 
had already’ adapted such praenceS that its or- 
dinaiy wav of doing business left nothing m the 
wTiy of liberal financiering yet to be exploited It 
was to the banka that did use clearing house cer- 
nffcarcs m the emergency that the country owes 
Its escape from unparalleJed disaster, and at once 
to anticipate and answ er all mguincs as to the ^oi^ 
and use of the Icgtumate clearing house cemfi- 

Denominations were as follows New \orh, 
$10,000, $10X100 and $5,000, Philadelphia, $5x100 
only, Boston, $10,000 and $5,000, New Orleans, 
S500 to $10,000, Baltimore, $t;,ooo, $3,000 and 
$1x100, Pittsburg, $10,000, $5,000 and Si,ooo, De- 
troit, $5,000 onl)’, Buffalo, $5x100 and $1,000 Their 
issue, It mil be noticed, was mainly m the North- 
east, New Orleans being the only Southern and 
Detroit the most Western example And m each 
case It will be observed that use of the certificate 
IS limited strictly to settlement of mutual accounts 
between members of the clearing house assoaa- 
tion in question. 

Other devices of similar character were “aear- 
ing House Due Bills,” exchanges of clearmg house 
balances, such as arc so generally used at Chicago, 
that an extension of their use made urmeccssary 
special issues of clearmg house certificates, and 
utilization of the custom m smaller cines of con- 
sidering exchange drawn on ‘‘tescrve cities" as 
equivalent to cash in transactions between banks 

Next in order, and m some respects the most 
interestmg of all, were the notes called clearing 
house certificates, but in fact mteoded for cir- 
culation, frcquentlv issued by temporary com- 
mittees of banks in towns w here no cicanng house 
existed, and — though thoroughlv effectual for the 
worthv purpose for which they were issued — a 
traicstj on the paper after which thev were 
named The term "clearing house certificates” 
w as, how ev cr, used, not with the idea of decemng 
anv one, but as the onlv reads -made term that 
indicated the one faa that the public cared to 
kmow — suz-, that the associated banks of the local- 
irv were bound to make them good 

Certified Checks Another expedient, favored in 
all parts of the countiy, was the sale by banks of 
certified checks apinst themscKcs for currenty 
denominations which, when signed b\ the pur- 
chaser, were used by him as currencx The few 
given arc illustrations of hundreds of instances 
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which seem to have been pretty evenly distributed 
in all parts of the county except the Southwest 

Pay Checks Most generally used of all, how- 
ever, w ere pay checks in currency denominations, 
which, m scores of manufactunng towns, mainly 
in the Northeast, but largely m the West and 
Southeast, w ere the only currency that was avail- 
able for weekly payrolls and cash purchases by 
wage earners. 

Miscellaneous Expedients In addition to these 
well defined classes, there were others so varied 
that but a suggestion of them can be made here — 
negotiable certificates of deposit, mnety-day and 
other short time paper in currency denommaoons, 
with and without interest, bond certificates, grain 
purchase notes, credit and corporation store or- 
ders, improvement fund orders, teachers’ war- 
rants, shmgle senp, specimens of each of which 
are given below, and which are noteworthy here 
as the adaptation to use for general circulation, by 
issue m small currency denominations, of paper 
devised for other and widely differing purposes. 

The foregomg will, I mist, have mdicated some- 
what of the resourceful vigor with which we met 
a sudden demand And the result was as creditable 
as was the promptness with w hich our people arose 
to the occasion. 

THE COURSE or NATIOSAL BANK CURRENCY 

But the performances of the Nanonal bank- 
mg system turned tragedv into farce. 

June I, 1893, there was a surplus of about $21,- 
000,000 m excess of legal reserve lying m New 
York banks awaitmg investment, and the amount 
of National bank currency then outstandmg was 
about $i77XXX)x)oo During that month the surplus 
reserve m the New York banks decreased to 
$1,250,000, while the National bank notes out- 
standing increased to $178,700,000 August i, the 
bank funds were drained $14,000,000 below their 
legal reserve, the demand for money to move the 
crops was mcrcasing, the stress was almost a panic, 
yet the National bank currency had uicrcased but 
$5,ooox>oo September i, the situation was improv- 
ing, and the deficit had fallen to $1,500,000, and, 
now that it was less needed, the National bank 
note circulaaon began to expand rapidly and stood 
at $199,000,000 

October I, the defiat had turned to an embar- 
rassing surplus of $ 28 xx>o,ooo, but the National 
bank currency expansion was as hard to stop as it 
had been to start, and aggravated the plethora by 

an increase of $10,000,000 during September on 

October 1 standing at $108,700,000 November i, 
the idle funds had mcrcased to over $50,000,000] 
but the Nauonal bank issues w ere still expandmg] 
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standing on that date at 5109,300,000. December i, 
tlic unused surplus had risen to $76,000,000, but 
the National bank circulation had contracted less 
than $500,000. Januarj' i, 1894, the banks had $80,- 
000,000 more than anybody wanted, but the Na- 
tional bank issues had remained stations^ for 
three months at above $208,000,000. By Febru- 
ary I, the surplus seeking employment had risen 
to $110,000,000, while the National bank note cir- 
culation was still about $208,000,000, during Feb- 
ruary the $50,000,000 loan to the Treasury was 
floated, the most of which was taken from this 
surplus, yet it stood on March 1 at $76,000,000; 
on April i, at $81,000,000; on May i, at $83,000,- 
000, and meanwhile the National bank currency 
had remained stationary at about $208,000,000. 

In June, 1893, therefore, when there was the 
greatest demand that this country had ever seen 
for currency, the National bank issues constituted 
a smaller percentage of our total circulation than 
at any other time except during the preceding 
year, the almost frenzied efforts of the National 
banks were utterly futile in bringing material as- 
sistance until after the crisis had passed, and the 
result of their attempt to aid us has been to keep 
an increased volume of National bank currency 
outstanding, while the amount of unemployed cur- 
rency was greater than it had ever been before, at 
the highest point it has reached for five years. And 
this is not all. The law permits but $3,000,000 con- 
traction monthly in any event. It will not be pos- 
sible, therefore, to get back to a normal basis be- 
fore the annual stringency due next September. 

ntSULTS 

Throughout New England, so generally that it 
may be deemed to have characterized its manufac- 
turinp; centers, in so many portions of the South 
that It might be considered general there, in the 
West and in the Northwest, sporadically in the 
Middle States, the necessity for local currency 
developed at once a supply of it, and, where this 
was not the ease, from city after city comes the 
word of how unfortunate were those who, not as- 
sisted by the enterprise of others, had none of their 
own to fall back upon. There is one general ex- 
ception to be made — an exception which, how- 
ever, proves the rule. It is this. 

To the precise extent that — either by the use of 
cleanng house certificates within the law, or by 
the violation of law in continuing discounts when 
their reserves were depleted — the banks of any 
section thus met the emergency, their customers 
and the community dependent upon them were 
relieved from the necessity which so generally 
came upon others of providing a special local cur- 


rency. It was the New York banks that issued the 
greatest amount of clearing house certificates, 
and at the same time continued to assist their cus- 
tomers, even while their reserves were depleted, 
and, therefore, it was in the neighborhood of New 
York and her own great manufacturing establish- 
ments, in those of Newark, of Brooklyn, and of 
Long Island City, that it was unncccssaty to look 
further for a supply of the currency they needed. 
The same was the case rn Philadelphia, Chicago, 
Boston and their neighborhoods, in each of which 
cases cither clearing house certificates, or loans 
of clearing house credits, enabled strong banks to 
aid weak ones. But in every case where the asso- 
ciated banks of a section were not in a position to 
supply the lack of currency or obviate the neces- 
sity of Its use, individuals and corporations were 
compelled to do this. 

In this way after the machinery so carefully ad- 
justed by Government had utterly failed to work, 
the business common sense of our people read- 
justed its finances; and in every part of the land 
business started up again, manufacture continued, 
the laborer received his hire, and the merchant 
disposed of his goods. In not an instance, so far as 
I have been able to learn, did any community find 
any trouble in the use of what, in the absence of 
all restrictive laws, would have been — and what 
in defiance of them actually was — a perfectly nat- 
ural bank-note currency. The whole American 
people promptly accepted — each locality upon its 
knowledge of the conditions there — the paper of 
individuals and institutions. And as a result of this 
experience — most widespread, and had under con- 
ditions least favorable to security other than the 
integrity of those who issued the notes, and the 
intelligence of those who were asked to accept 
them — there was not a single dollar lost. 

Such was the honorable record of the emer- 
gency currency of 1893. 

How Relief Came 

By September 1st, 1893, the passage by the 
House of the repeal of the purchasing clause of 
the Sherman Act had both stopped inflation and 
quieted the worst apprehensions, and to $30,000,- 
000 addiuonal nationd bank currency and the vol- 
ume of the emergency currency noted, which can 
be but vaguely estimated at $80,000,000, was al- 
ready being added the $40,000,000 of gold which 
had been purchased in Europe for impon hither. 
The panic collapsed as suddenly as it had been 
blown up, and, with dull business conditions for 
a year to come, the currency proved excessive. 

With accession of confidence among the masses 
the petty hoards were returned to the savings 
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bante or paid out to merchants, and by them used 
to swell their banV credits, so that from Sir^5o,- 
000,000 m October i, 1893, the aggregate deposits 
m National banks alone arose to $1,519,000,000, 
December 19, 1894, $1,3864)00900, February a, 
1894, $1/171,000,000, May 4, 1894, $1,678900,000, 
July 18, 1894, and $1,718,000,000, October 1, 1894, 
The emergency currency gave no trouble. By the 
piocess of natutaV redemption it disappeared so 
promptly that before the end of the year spea- 
mens became curiosities. 
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Such w'as the crisis of 1893, a situation brought 
about by the wanton interference of Goiemment 
with busmess not its own, aggravated by legisla- 
oon which had to be broken before the people 
could help themselves, relieved by enterprise 
ovcmdmg and evadmg restrictive law, and turned 
into a theme for the gayety of nations by the gro- 
tesque exhibition thus afforded of how' depraved 
was the elaborate bank note currency system, upon 
which had been lavished so much of thankless 
labor 
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Wmt TitE CRISIS of 1893 conanuing 

depression. Populists and agrarians generally 
became convinced that the root of all evil was 
to be found in an inadequate currency. The 
money debate, in America, therefore took on 
curious, flamboyant and emotional tones The 
literature — on both sides — usually had little re- 
lation to economic fact, and, indeed, next to 
no effort was made to c,xplorc fundamental 
causes Tliat agnculture was suffering from a 
fault)’ credit mechanism — there svas a com- 
plete absence of long-term and intermediate- 
term credit facilities — was completely lost 
sight of as the participants in the debate 
wrangled over siher and gold 
Coin's Financial School (the work of W. H 
Harvey and published in 1894) — an amazing 
piece of propaganda and misinformation, filled 
with talcs of plots and conspiracies — had an 
enormous popularity It had many imitators, 
consequently, of which one of the better ones 
was Ignatius Donnelly's The People's Money 
(Qiicago, 1S93) Donnelly is not quite as 
brash as "Com” Haney, but he is almost as 
naTvc and certainly as evangelical in fen'or. 
The people, by political action, w’lll triumph 
and, next to God, government fiat money is 
the “biggest thing on the planer” 

J Laurence Laughlin (iSjo-1933) entered 


the lists against Harvey and Donnelly and went 
up and down the country debating the silver- 
itcs and fiat-money advocates Laughlin had 
been trained at Harvard and had come to the 
new University of Chicago as professor of po- 
litical economy His Facts about Money (Chi- 
cago, 1893) IS the record of one such debate. 
LaugWin seeks to anssver seriously the mis- 
statements of Harvey And one of his more 
telling points has ro do with the relationship 
between prices and gold. It is this chapter 
which IS repnnted here. But Laughlin can be 
almost as emotional as Harvey and Donnelly, 
and at one place in his argument he is ready 
to accuse the silver interests of a conspiracy 
to destroy American civilization and dnve us 
mto economic barbarism along with silver- 
standard China and Mexico 

The result was confusion, of course, and the 
election campaign of 1896 was earned on in a 
highly charged atmosphere It w'as not until 
1913-16 that the first serious and statesman- 
like efforts were made m the Umted States to 
do something about agncultural credit. (The 
relevant documents are presented in Part DC, 
below ) 

The selections here repnnted are from Don- 
nelly s The People's Money and Laughlin's 
Facts about Money 
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UNREST AND EXPANSION 


The People’’ s Money 

BY IGNATIUS DONNELLY 


Third Day 

THE GOSPEL OF GREED 

“Good morning, Mr. Sanders Arc you too drcd 
to talk this bright day?” 

“Not at all; there are some themes I never tire 
of. I can say with Hamlet: 

“ ‘Why, I will fight with him upon this theme. 
Until my eyehds do no longer wag.’ 

“Talk IS words; but behind this discussion are 
tremendous thmgs — the progress of development, 
the happiness of the world, the whole onflood or 
arrestment of humamt}'.” 

There was a pleasant-faced, fair-haired lady, 
of two or tlirce and twenty, sitting upon the next 
seat across the aisle of the car. At this point she 
spoke up, addressing Mr. Sanders. 

“Pardon,” she said, “my mingling m your con- 
versation; but I could not help but hear much of 
it yesterday, and I was greatly mterested. I would 
like to ask you a question ” 

“Certainly,” replied Mr. Sanders. 

Mr. Hutchinson rose to his feet and said: 

“Take my scat, madam, alongside of Mr. San- 
ders. You will hear better, and it does not affect 
me to ride backwards.” 

“Thank you,” said the young lady, changing 
her place. 

“1 do not know,” she continued, “anythmg 
about the financial questions, and I find many gen- 
tlemen equally ignorant, but 1 perceive that some- 
thing IS wrong. Three years ago my father was 
esteemed a rich man, now he is so poor that our 
family is broken up, and 1 am on my way to Cali- 
fornia to visit my father’s brother, and hope to 
get a position as a teacher, so that I will not be a 
burden on any one. But I cannot understand why 
It is, while the earth retains its fertility and man- 
kmd continue industrious, that labor cannot per- 
petually create wealth; why it is that food is less 
m price than the cost of produemg it, and yet mil- 
lions cannot secure enough to buy it?” 

“I tried to show yesterday,” replied Mr. Sanders, 
“that these evils are due to a limitation upon the 
governmental medium of exchange, called money, 
an artificial mterference with the natural condi- 
tions you speak of; a something, created hy man, 
which cries out to the earth, ‘stop multiplymg thy 
seed,’ to the muscles of man, ‘stop thy toil,’ to the 
mine, ‘close up thy mouth,’ to the ship, ‘sweep 


no more before the streaming and triumphant 
wind,’ to the wild beasts, ‘you are safe in your 
fastnesses, for man shall advance no more;’ to the 
whole human family, ‘stand still and shnnk and 
suffer.’ ” 

“But is there not,” asked the young lady, “a 
deeper cause than all this? Why, at this stage of 
the world’s development, should this great calam- 
ity burst forth upon the world^ ” 

“You are right, madam,” replied Mr. Sanden, 
“there is a deeper cause — a something grounded 
on the very nature of the animal man. It is 

HUMAN SELFISHNESS 

“There are, we are told by the scientists, ttvo 
great agencies operatmg upon the heavenly bodies 
— the centripetal force and centrifugal force, the 
one draws them together, and the other keeps 
them apart The sun, by the first, would drag the 
earth into the fiery embrace of its gigantic flames, 
the other would send it flying off into boundless 
space. In the just balance and equipoise of these 
two huge powers the planets are held in their 
orbits and the harmony of the universe preserved. 

“So there is in human nature a centripetal force 
of selfishness which draws evctything to the in- 
dividual, and a centrifugal force called philan- 
thropy, which reaches out to the mass, and it is 
only by the interplay of these great powers that 
human society is possible. , . . 

“And krafl, power, degenerates into craft, cun- 
ning, and king is derived from the same root as 
cunning. No better man hves than the individual 
Englishman, but this ruling class, m all ages, has 
been cruel, arrogant and heartless, as merciless 
to its own people as it was to all the rest of the 
world But we need not abuse them. They arc 
worse than others probably because they have had 
more opportunity than others. The qualities that 
go to make oppression arc simply inordinate self- 
ishness, which grabs all it sees and would make 
a dining table of the bodies of its dead victims. It 
has given up cannibalism, sunply because there was 
an abundance of other kinds of food; but there 
isn’t much difference between eating a man’s body 
and devouring his substance so that he perishes. 
One IS a physical, the other a moral cannibalism. 
And there are many men who would rather be 
eaten after death than eaten before death. 

“But, oh! greed, greed, greed' ... 

“This whole battle between gold and silver is 
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nothing but the outcome of ‘the hog in human 
nature ' ” 

“Indeed," said the )oung lady, “how do }on 
protc that’” 

“Simply enough," replied Mr Sanders. 

THE COLD AND 51LTER QUESTIOV 

"Gold and silver u ere not made money by law. 
No mtcmational convention ever met, m the first 
instance, m the past ages, and agreed to adopt 
them. As 1 said the other day, they tv ere first the 
sacred metals of our ancestors, and then became 
the precious metals, because they were used to 
adorn the temples of the earth's greatest gods, the 
tun and the moon. Merchants bought them 
wherever they traded, along savage or avilized 
coasts, because they knew the pnests, on their re- 
turn home, would give them food and clothes and 
)cw els for them But their whole use is a survival 
of primeval supersouon. Their beaut)’ and com- 
pactness made them, it is true, desirable, and so 
they passed from hand to hand in a world-wide 
batter, and hence, when governments came to 
com money, the stamp was naturally afitxed to 
fragments of these convement )ellow and white 
metals. They were valuable before they were 
money, and money before they were corned, and 
the barbarian races — rude and crude — had no idea 
of money that could not be weighed and melted, 
like some of our modem philosophers who will 
not behev c there is anything m the umverse that 
IS not a ponderable entlt) llie limianons of them 
senses they mistake for the limitations of Divinit)’, 
and what they cannor see the) swear is not And 
hence we have a superstition of too little belief m 
place of the old-time supersotion of too much be- 
lief. One set of old w omen has been dn\ en off, and 
another set of old women, of the other sex, called 
philosophers, substituted m their place. 

“ll'cll,” he contmued, “pist as the sun and moon 
moved through the heavens, m silent and har- 
monious beaut)’— the greater and the lesser lights 
— so these metals w hich represented them, the one 
golden and sun-like, the other sdvem and moon- 
like, rode through the domam of human aviltEa- 
tion, holding a relation in value much like the rela- 
tion of the sun and moon m apparent sue and 

f lower And as God permitted lungs, as temporary 
caders, until republics could be established, so he 
gave to man the use of these metals, until the 
power and majest) of vast and civ limed peoples 
could be understood and stamped upon paper, and 
the mtrmsic money tbeory’ forever relegated to 
the limbo of old world superstitions 
"But down the ages these tw o metals came band 
in hand for probably more than ao,ooo )eats. 
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There is no doubt they W’ere the sacred metals of 
Atlantis eleven thousand years ago, and the legends 
tell us that there were ten thousand years between 
the settlement of Atlantis and its destruction Dur- 
ing many ages, when sun and moon worship was 
the rebgion of all civilized peoples these metals 
were honored nc.xt to the heavenly lummanes 
themselves. 

“In all that vast lapse of tune no attempt was 
ever made to divorce them until a ijuarter of a 
centur) ago, except m one instance, and that wad 
m the year aai AT)-, and the lessons it teaches are 
most prophetic. Through Egyptian, Assyrian, 
Grecian and Roman civilization, the yellow and 
the w’hite metals moved hand m hand, as the basis 
of commerce and the symbols of wealth But m 
AX), an, m the reign of a vile emperor, for the 
purpose of still farther oppressmg the suffering 
ta-x-payers of Rome and its provuices, and m- 
creasmg the value of the money m which the taxes 
were paid, it w’as resolved to dcmonccize silver and 
make gold the only legal tender The conse- 
quences were very much the same as those which 
have overtaken ourselves A recent wnter says 

“ ‘Consequently prices fell lower and lower, the 
money-lenders received more and more in interest 
and pnnapal, taxes became more and more bur- 
densome, and producers were further discouraged 
by the constant depreciation of their property, 
which gradually fell into the hands of the creditor 
classes. The property of the produemg classes be- 
mg exhausted without paymg their debts, they 
became the slaves of their creditors All mcennve 
to energy was destroyed and the classes that once 
formed the strength of Rome, from which the m- 
vmcible legions were drawn — reduced as they 
w’cre to slaver)’ — were ready to welcome any 
change as a relief At the same time while the pro- 
ducing classes were reduced to a state of slav’et) , 
the creditor classes fell into a state of growing 
moral corruption — a state that is alwa)s broimht 
about by the possession of unearned gams. Thus 
reduced to mipotency by slaver)’, ignorance, 
heathenism and moral corruption, the Roman Em- 
pire fell an easy victim to die hordes of barbanc 
Germans, w ho marched from one end of Italy to 
the other without meeting any serious resist- 
ance ’ " . . . 

THE Strv Aim MOON 

“But the pomt I was trying to call your atten- 
uon to was that, just as the sun and moon moved 
together through the heavens, so these, their typ- 
ical metals, moved side by side, for hundreds of 
centuries, m the affairs of mankind, and that it 
would be as great an mvasion of the orderly ar- 
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rangcments of nature to seek to pluck the moon 
from Its orbit as it was to tear the white metal from 
the commercial firmament. 

"If any great cause had rendered it probable that 
such a course would be advantageous to mankind, 
then It would have been proper for the civihzcd 
nations to have fully considered it, in newspapers, 
conventions, legislative chambers, and m discus- 
sions by a million firesides; weighing carefully all 
the arguments for and against such a step, before 
taking action upon it. See the tremendous debate 
that is now going on, all over the world, as to the 
restoration of silver to its ancient orbit. Even such 
a debate, with such a clamor of tongues, with such 
an array of facts, figures and authorities, should 
have preceded any attempt to tear it out of the 
commercial sky. Instead of that, silver was not the 
victim of an open and public war, it was secretly 
slam by the stilettos of hired banditti, m the dark- 
ness of the night.” 

HOW SlLreR WAS DEMONETIZED 

“That charge," said Mr. Hutchinson, “has been 
made a hundred times and a hundred times dis- 
proved." 

“Yes,” said the young lady, ‘1 read an article 
on the subject in The Light of Zion,’ the day be- 
fore I left home, which clearly shows that it was 
publicly repealed with the full knowledge of the 
whole country. I do not know much upon the 
subject myself, but 1 cannot believe a respectable 
newspaper would misrepresent the facts.” 

“Misrepresent'" cried Mr. Sanders, “why, my 
dear young lady, the newspapers of to-day would 
misrepresent anythmg. If there was any consider- 
able sum of money to be made by it they would 
unite in denying the eidstence of God! If a mil- 
lion dollars were at stake they would so black- 
guard the memory of George Washington that the 
State of Virginia would rise up and throw his 
ashes mto the Potomac' ‘Misrepresent’’ God gave 
man the alphabet, and the devil gave him the daily 
press. The first widens the area of his knowledge 
and the second perverts truth and darkens imder- 
standing. 

“But here," he continued, “is the proof that the 
demonetization of silver was a secret fraud and 
trick and crime. Go search all the newspapers of 
the United States for the year 1873, for weeks and 
months before and after the passage of the act, and 
you cannot find the slightest reference to the fact 
that the mints of the United States had been closed 
against the coinage of a money-metal more ancient 
than the pyramids or the tower of Babel. Not a 
word; not a syllable. There tvere numerous tele- 
grams from Washington, at that time, on all sorts 


of inconsequential matters, but not a sentence as 
to a change in our laws which is now widely and 
deeply agitating the people of our whole countrs’, 
and indirectly of the whole world. 

“Take all the platforms, state or national, of all 
the parties, since the formation of our government 
down to and includmg 1873, I challenge the 
defenders of this iniquity to put their fingers 
upon a single declarauon demanding the demone- 
tization of silver, or demanding anything hostile 
to the white metal. There is nothmg of the kind. 
By what right did Congress dare to make such a 
radical and fundament^ change in the financial 
system of this country without being urged to do 
so by any political party of any kind? Nothmg but 
bribery and corruption of the rankest description 
could account for such a step. 

“Cal! the roll of all the eminent men of this na- 
tion, since the consDtution was adopted, down to 
and including 1873 — men of all creeds and parties 
and sections — and where can a word or a line be 
quoted from any of their wntten or spoken utter- 
ances, asking that the doors of the mints be closed 
in the face of the prehistoric white metal? There 
is not one. Do you know of any?” 

“I cannot say I do,” replied Mr. Hutchinson. 

“Well, do you know of any declaration of any 
platform, prior to 1873, demanding the demone- 
tization or silver?” 

“I have not looked into the matter,” said Mr. 
Hutchinson, “and therefore cannot answer your 
question.” 

“I will go a step farther,” said Mr. Sanders. 
undertake to say that from 1873 to this hour no 
national political party has ever dared to commend 
or make itself responsible for that act of 1873, or 
to sustain the demonetization of silver, except by 
trick and indirection.” 

“Do you mean to say,” inquired the banker, 
“that the Republican party did not, in 189:, de- 
clare for the gold standard?” 

“Certainly not,” said the farmer. “Here is what 
they said” (consultmg his note book). 

“ ‘The American people, from tradition and in- 
terest, favor bi-metallism, and the Republican 
party demands the use of both gold and silver 
as standard money, with restrictions and under 
such provisions to be detemuned by legislation, 
as Will secure the mamtenance of the parity of 
Values of the two metals, so that the purchasing 
and debt-paying power of the dollar, whether of 
silver, gold or paper, shall be at all times equal.’ ” 

“Ah,” said Mr. Hutchinson, “there you see the 
proviso is bigger than the resolution.” 

"I have no doubt,” was the reply, “that the man 
who drew that plank intended it for a trick and 
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a subierfuge, but even then there is no approval of 
the aa of v87}, and there is nothing in it incon- 
sistent mth the restoraocm of silver to its ancient 
position " 

“I do not so understand it,” said the other. Ob- 
ten e \ihat It says about ‘pantj’ of values’ and debt- 
paying pow ers. Docs not that mean demoneaxa- 
oon of silver?” 

”1 do not underrate to say," was the reply, 
“what the tnctster meant who drew it, but the 
resolution, I mieat, is not inconsistent with true 
bi-metallism The ‘parity of values' we had at all 
times pnor to 1873 If there was any difference 
it was on the side of silver, which was at a pre- 
mium over gold when it was demonetlred And 
eicn now, m spite of demonenzatioti, the sdver 
dollar in this countiy 1$ at a parity of value with 
the gold dollar, and yet there is no law to compel 
the government to redeem silver m gold ” 

“Do y ou mean to say," mijuired the young lady 
traveler, "that silver was worth more than gold 
when It was denied the right of being corned?" 

"Certainly,” said Mr Sanders, "That 1$ well 
understood " 

“What excuse was there, then,” she inquired, 
“for demoncttnng silver, especially if no polincal 
patty and no leadmg statesmen had demanded it?” 

“There was none ft was sheer viUamy Not 
even the supple newspapers ashed for anyrhmg 
of the hind In the midst of silence, and m the 
darhness of the night, the evil deed was consum- 
mated, and to this hour nobody will stand sponsor 
for It." 

"I denv," said Mr Hutchinson, “that it was done 
in the darkness of the night" . 

now THE aUME WAS ACCOMVtlSlIED 

“That the demonetization of silver was, as thiise 
CongtesMonal w itncsses testify (and c\ ery w ord, 
be It observed, is taken from the official record, 
page and boot given), that it was, 1 say, a ‘colossal 
swindle,’ the work of a 'burglar in the house at 
midnight,’ is shown by the very nature of the bill, 
M’as n entitled 'an act to demonetize silv cr^’ Not 
at all It seemed to be purely a measure in relation 
to the mints and the dcuils of couuge. Nor does it 
anynihere appear that the act, by any section or 
part of section, pronounces the doom of the white 
mcral m any direct fashion. Not at all The deadly 
work IS accomplished not by a declaration of pur- 

C or principle, but by m omission, in a cata- 
c of corns, to name the standard silver dollar 
of the fathers' Here is the cunmng shape in which 
the vdlalnv hides itself— this is the language that 
did the work we arc all lamenting to-davi 
" That the gold coins of the United States shall 
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be a one dollar piece, which, at the weight of 
twentj’-five and eight-tenth grains shall be the 
unit of value. 

“ That the silver corns of the Umted States shall 
be a trade dollar, a half dollar or fifty-cent piece, 
a quarter dollar or twemy-five-cent piece, a dime 
or ten-cent piece, and said cams shall be a legal 
tender at their nominal value for any amount not 
cxceedmg five dollars m any one payment 

“ That no corns, either gold or silver,.or minor 
coinage shall hereafter be issued from the mmt, 
other than those of the denominations, standards 
and weights hetein set forth ’ (17 statutes, 414.) 

“Imagine an honest member of Congress trying, 
m the midst of the uproar of legislation, to keep 
track of what that bill meant He could only do 
so by comparing it word for word with the exist- 
ing statute, thereby he might have discovered that 
the standard dollar was omitted from the list of 
silver coins. . 

"But our Republican newspapers,” said Mr 
Hutchinson, “have claimed that whole columns 
of the Congressional Record were devoted to the 
discussion of the bill ” 

“That IS another trick," replied the farmer, “a 
bill to codify existing laws as to the mints had been 
up before two or three successive congresses, and 
had been discussed, but the discussion did not 
touch the question of the demonetaanon of silver 
Indeed, the bill of 1873 as It passed the house con- 
tained the standard sdver dollar, but, as Senator 
Allison says, it was ‘doctored’ in the Senate, and 
the standard dollar was stricken out and the “trade 
dollar’ substituted, and this was declared legal 
tender only for debts of five dollars or less. There 
is where the knife w’cnt in.” 

THE TUADE OOtLAR 

“What was the trade dollar?” inquired the 
y'oung lady 

“It was called the ‘trick dollar,'” replied Mr 
Sanders “It contained 420 grains of silver, while 
the standard dollar contained only 411!^ grains 
It was part of the work of the conspiracy It was 
coined on the pretense that it would be preferred 
by the people of China and India, m trade, because 
It contained more silver It was really made to fit 
into the niche of the demonetization of the stand- 
ard dollar It was easier to slip m ’trade’ for ‘stand- 
ard’ uj the act than to name no silver dollar of any 
kind That vacuum might attract attention.” 

“What became of the trade dollar?” inquired 
the ) oung lady “1 do not remember scemg any of 
them” ^ 

“No, they soon disappeared,” replied Mr. San- 
ders. ’Three years after thev had been fraudu- 
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lendy used to displace our legal tender dollars, 
the subsendent Congress passed an act, July, 1876, 
which proiidcd that ‘the trade dollar shall not 
hereafter be a legal tender.’ That finished their 
hash.” 

‘‘How so’” said the young lady. 

‘‘The bankers, Mr. Hutchinson’s brethren,” said 
Mr. Sanders with a smile, “having deprived them 
of their legal tender character, and the object for 
which they had been coined having been accom- 
plished, refused to take them for more than 90 
cents on the dollar, and the pnce at once fell to 
that. They show'ed great magnanimit)', they might 
just as well have made it 40 cents on the dollar. 
Every one who had a legal tender dollar had to 
take It to a bank and swap it for ninet}’- cents, and 
take his pay in standard dollars. Thus he e.v- 
changed 420 grains of silver for 411^ at a discount 
of 10 per cent., gave more for less and paid a 
bonus to effect the trade.” 


“\'\Tiy,” said the young lady, “I thought the 
\alue of money was fixed by the intrinsic \alae 
of the metals of w'hich it w as composed.” 

“All nonsense,” replied the farmer. “There is 
the demonstration of it. The coin with ■]\i crains 
more of silver in it would not circulate at all, be- 
cause it was not legal tender, wh 3 e the coin v ith 
the grains less silver, being legal tender, is 
worth 10 per cent, more than the coin of greater 
intrinsic value. Intrinsic humbug!” 

“Ah, there is the mistake ^ your school of 
statesmen make,” said Mr. Hutchinson. “You rest 
all your faith on ‘fiat.’ But it is time to give up the 
discussion. I see our young friend is yaw ning Let 
us resume the subject to-morrow.” 

“I am not at all tired,” rephed the young ladv. 
“Indeed, I am intensely interested. I has e obtained 
many new ideas. We women are going to vote 
some day, and w e should inform ourselves on all 
governmental questions.” 


Vacts about Money 

BY J. . LAURENCE LAUGHLIN 


Chapter XIII: Shrdvkace of Prices akd Scarcity 
OF Gold 

The constant iteration of statements about the 
scarcity of gold, the “demonetization of sUs er” in 
1873, and the fall of prices since 1873, have led 
many people to acquiesce in the opinion that a 
shrinkage of prices has taken place smee 1873 ow'- 
ing to a contraction of the metallic circulation. 
This belief has been too long accepted without 
an examination of the facts underlying it. Facts, 
not theories about wEat may happen if something 
is done for silver, are now needed. Since silver 
has been given up quite largely by Europe in and 
after 1873, the argument generally rests on the 
insufficient supply of gold. As gold is now the 
usual money of commerce, and smee prices have 
fallen, it is argued that gold has risen aw'ay from 
goods And to strengthen this reasoning, it is said 
that silver and goods have kept together in price 
relatively to gold, so that the apparent fall of 
silver and goods is said to be really only an ap- 
preciation of gold. And if silver and goods did 
really keep together in value this argument might 
have some plausibilitv'. For if silver should buy as 
many goods to-day as in 1873, it might natui^y 
appear that silver and goods had not fallen, but 
that gold had risen away from them. On these 
points let us examine the facts. 

(i) The argument that the general fall of prices 


since 1873 has been due to a scarcity, and conse- 
quent dearness of gold, is fatally defective, be- 
cause it does not agree with the facts. In looking at 
general prices, money on the one hand is to be 
compared with all commodities on the other hand; 
if the fall in prices has been due to a scarcity of 
gold, the effect should have been felt upon all the 
commodities in general which are compared with 
gold. The table of Hamburg prices of 100 articles 
published by Dr. Soetbeer furnishes material to 
test this quesrion. 1 have collected twenty-one 
articles, out of the too quoted at Hamburg, which 
show' an upward tendencj', by comparing the 
average prices of 1881-85 those of 1874-75. 
The average of the numbers representing the 
prices of these twenty-one articles in the penod 
of 1871-75 was 164.2, and in 1881-S5 183 8. In the 
same lists there can be found at least nventy-one 
articles w'hich have shown a decided tendenev' to 
fall in price. The remaining articles do not show a 
market movement in either direction- ForseU 
makes an interesting analysis of the w'hole 100 into 
two groups, classifying those which show a tend- 
enev’ to nse and those which show a tendenc)' to 
fall. In the first class he includes fifty-one arncles, 
and in the second fony'-nine articles, with the fol- 
lowing results in averages: 

1847-50 1851-60 1861-70 1871-75 1876-So 1881-85 

I 100 115.3 130.3 147.1 143.7 14^ 

n . 100 1097 114.6 121.7 103.7 96.7 
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Whether to draw inferences as to a scaraty of 
gold from fort) -nmc arodes, or to infer that gold 
was abundant, according to the prices of fifty- 
one articles, is an awln-sard dilemma for those who 
thinh that “paces Rise direct esidence as to the 
QuanUty of money” From this it can be seen that 
the fall of prices has not been universal, and that 
It is unsafe to ascribe the fall of prices of some 
goods to a cause lihc an appreoacion of gold, 
which ought to affect the prices of all goods alike. 

(a) There arc other difficulties, however, m the 
way of accepting the theory that prices fell be- 
cause of the demonetization of silver and the 
scarat) of gold. The extravagant statement has 
been made by the advocates of free silver that 
demonetization in 1873 cut off from the world an 
enormous volume of silver coin hitherto used ro 
performing the world’s exchanges Now, there is 
absolutely no truth in this. Even granung that 
paces would have fallen because of a diminunon 
of the money metal, there is, as I have shown in 
Chapter V, more silver m circulaaon in the world 
to-dav than in 1873 Thcrefote, on the theory that 
the level of prices depends soldy on the quantity 
of metallic money, which I cannot admit, prices 
ought not to have fallen When Germany replaced 
siller with gold it did not eject m all more than 
$300,000,000 of silver, about $110,000x100 of the 
old ^ler thalers are still m circulation. Moreover, 
although the Latm Umon stopped free comage of 
silver in 1874, it continued to com and accumulate 
siller unnl 1878 In 1878 the United States began 
to introduce silver into circulation, which now 
amounts to over $550x100,000 A great deal more 
silver has been added to the world's circulation of 
money than was subtracted from it by Germanv, 
and ever)' other countty is usmg as much or more 
of It than in 1873 Now these arc substantial facts. 
If, then, there has been no dumnuaon of the use 
of Silver as money, surel) even on the quantity 
thcorv’ there can be no reason whatever to believe 
that the fall of prices has been due to a contraction 
of the world’s supply of money This is the less 
possible w hen w c consider how enormous has been 
the production of gold annuall) up to the present 
time. 

(3) Moreover, instead of gold bemg "scarce,” 
there u cv cty evidence that it u abundant, and that 
It IS the easiest thing to get when one has valuable 
amcles to offer for it In the last chapter it was 
found to be difficult to explain where all the 
enormous extstmg supply of gold, amountmg to 
$7,500,000,000, had gone At least $1,000,000,000 
was unaccounted for There seems to be this 
amount in excess of the visible demand for gold 
both for monc) and for the arts. 
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The great production of gold smee 1850 has 
been fitting up the countaes of the world Dr 
Soeifaeer made a study m 1881S of the gold in the 
civilized countaes, and found a steadily incteasmg 
stock as follows (in milhons of dollars) 

1877 1878 1B79 1880 1881 1882 1883 1884 1885 
711 712 875 947 975 1.017 '>' 5 ° I'tyO Lido 

So that m 1S85 there was nearly double the 
amount of gold to be found as compared with that 
of iSjf 

Taking another method, I have exammed the 
reservoirs of gold m avdized countaes m the 
Icadmg banks, with the result that there is m 1895 
50 per cent more gold than in 1887, as may be 
seen from the foUowmg table (m milhons of dol- 
lars) 


Year 

Gold 

Sliver 

1B87 

.... 8366 

a > . 

1888 . . 

9364 


1891 

. 872.6 

4219 

1892 . . . 

1,048 8 

416 2 



1x331 6 

424,8 

1894 

... >,1973 

437 7 

1895 (end first quarter) 

. 1,248 2 

4428 


The slight mcrease m the holdings of silver is 
significant of the distrust of the future value of 
that metal 

Moreover, the paper money of the world is bet- 
ter protected with gold than it was about 1873 
“In 1871-74 there was $i of gold for every $5/So 
of paper circulaaon- In 1885 there was $1 of gold 
for evciy $2-30 ” And m 1893 there was $i of gold 
for about $2 30 In short, wherever wc put m the 
probe there is to be found evidence of an increas- 
ing and abundant supply of gold. 

Nor can it be said that the general volume of 
money in the Umted States has been con- 
tracted 

This shows that from i860 to 1892 the volume of 
cuirencj’ increased 367 7 per cent, while paces 
fell on an average only 8 pet cent. But, if it be 
objected that, even with this mcrease of currency, 
transacaons had mcrcased so much that the money 
was msuffiaent to keep paces from falhng, we 
have a record by which to judge of this mcrease 
of transactions. This record is to be found in the 
clcanngs. Now, mark the result. To appeal to 
the dcaangs is, of course, the only record, bur, 
yet, the clcanngs furnish the amounts of exactly 
those transactions which, as has been carefully 
cxplamcd in Chapter VIII., arc settled without the 
use of money to any extent. From this chart, then, 
tt B to be seen that the mov ement of paces has 
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not shown any correspondence with the change in 
the volume of currency. While the currency in- 
creased in volume, and while about 5600,000,000 
of silver have even been added to our circulaaon 
since 1878, prices have at least not risen. 

(4) In arguing about the scarcity of gold and 
the fall of prices, some people compare gold with 
the price of a particular unit of product, as a yard 
of cloth, a pound of sugar. Now that is an error 
which shows our inability to understand what is 
really going on in the industrial world. The fallacy 
IS in comparing gold, not with the whole value of 
the product of the industry, but with a single piece 
of the product. Suppose a cotton mill producing 
100,000 yards of cotton cloth at 10 cents per yard, 
equal to $10,000. Now, improvements are adopted 
by which the mill puts forth 150,000 yards, then 
the price falls, say, to 6 1-3 cents a yard. There- 
upon the 150,000 yards at 6 2-3 cents sells for $10,- 
000, as before. Although the production in yards 
IS larger, no more money is needed to exchange 
the gobds, and although the price has fallen, it 
does not at all follow that gold is scarce. 

There are, therefore, nvo wrong assumptions 
made by the silver men: 

(a) That greater quantity of product requires 
more money; and, 

(b) That a fall of price means a scarcity of 
money. 

Now, just such movements in production and 
price as are here described arc tlie characteristics 
of modem trade and business. They are patent to 
everyone. 

(5) Moreover, it is false reasoning to assume 
that because prices have fallen gold is scarce. The 
price of an article, we know, is the amount of 
money for which it will exchange Price is the 
ratio between gold and a commodity. The value 
of the rauo may change either from causes affect- 
ing the money term of the ratio, or the commodity 
term. A ton of steel, for instance, will exchange 
for the number of grains of gold in $60. For ex- 
ample, if nothing has happened to affect gold m 
any way, and yet, by reason of improved processes, 
a ton of steel could be made for one-half its former 
cost, a ton of steel would exchange for but one- 
half as much gold as formerly; that is, for tlic 
number of grams m $30. The price of steel thus 
has fallen for reasons affecting the commodity 
term of the ratio in the ratio between gold and 
steel. In so simple a case as this, we can understand 
at once tliat prices may fall or rise from causes 
affecting alone the commodities which are com- 
pared with gold. It may happen, of course, that a 
change of price may come about from causes af- 
fecting only the gold side of the ratio; but this is 


not always or necessarily the case. Therefore, to 
argue* that the declme of prices since 1873 is an 
evidence of scarcity of gold is pure assumption- 
because of the abundance of goods, the fall may 
have nothmg whatever to do with the abundance 
or scarcity of gold. 

If gold is cheapened, goods buy more of gold 
(or prices rise), or, if goods arc cheapened, with- 
out any change whatever affecting gold, goods 
buy less of gold (or prices fall). There is nothing 
sacerdotal about gold, it is not an unvarj’ing 
measure. Why? Clearly because there never can 
be anything which remains absolutely unchanged 
in value. And die reason is very simple. Gold is 
compared with goods m general the value of gold 
is what It will exchange for of these goods. Hence, 
if diere be a change, a cheapening, for instance, of 
any one of the thousands of goods exchanged 
agamst gold, gold will exchange for a different 
amount of these goods — that is, its value will have 
changed. It is perfeedy clear, then, that gold can 
change in value because of alterations in any of 
the goods for which gold is exchanged. This, it 
is equally clear, can take place without implying 
any change whatever in the money or gold term 
of the ratio, This cannot be too clearly stated, for 
it IS often assumed that a change in the value of 
gold relatively to goods — or prices — necessarily 
implies an abundance or scarcity of gold. These 
causes may act, but they are far from being the 
only ones. This explanation shows how just was 
Secretary Carlisle’s statement m his speech at 
Memphis “I presume, however, that even the most 
ardent advocate of free comage would be willmg 
to admit that the invention and use of labor-saving 
machinery, the extension of our railroad systems, 
the improvement of our waterways and the great 
reductions m the races tor carrying freight, the 
employment of steamships, the use of the telegraph 
on the land and under the sea, the applicadon of 
clectricitv in the produedon of lignt, heat and 
power, die utilization of by-products which were 
formerly wasted, the introduction of more eco- 
nomical methods in the processes of production, 
the wonderful advance made by our laborers in 
skill and efficiency, the greatly reduced rates of 
interest paid for the use of capital, and many other 
things which it would require much time to enu- 
merate and explain have affected prices in some 
measure, at least, and yet they ignore all these 
great influences in dieir argument upon the sub- 
ject and attribute the lower prices of commodities 
to a single alleged and inadequate cause — the ap- 
preciadon of gold.” 

Even if gold had retained its usual conditions of 
production, yet such a set of forces working to 
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reduce the cost of goods would have disclosed a 
general, although varjing, fall of prices, m so 
far as impros ements affected goods in general. 
Yet, contcmporancouslv with the phenomenal 
cheapening in the cost of the goods, there has 
appeared the most extraordinar}' increase m the 
production of gold ever knosvn since the world 
began. Never before m history has the gold 
product equaled that of 1894, or $185,000,000, and 
remember that the exceptional production of gold 
has been going on smee 1850, and remember, too, 
that gold IS durable and that the total supply is all 
that has been brought over from all past years So 
that there have been two great changes going on, 
each capable of affecting prices, and what is the 
resultant? Goods ought to have fallen m a special 
wav, because of cheapened cost, for that would 
hate lowered their prices expressed in gold Why 
hast pnccs not fallen more than 8 per cent since 
iBfio’ Because the great produenon of gold has 
come )iist at the same time to lower its owm value, 
for this would tend to raise prices and offset the 
opposite fall of goods. So the one force counter- 
acted the other, the fall in gold masked the cheap- 
ened cost of goods. Both gold and goods have 
been cheapened together, and that is the reason 
why labor can to-day command more both of gold 
and goods than ever before That is why work- 
ingmen see no help m free coinage of silver They 
hate no desire to put up prices of the articles they 
buy by mtroduang a deprcaated standard Rack- 
ing the standard of pnccs up and down by tamper- 
ing with lU value is a wild and reckless policy 
And to assume that the present standard needs 
tampenng with on the ground that pnees hate 
fallen because gold is scarce, is to propose a reck- 
less policv on a reason absolutely contrary to the 
facts and based merely on theoretical abstrac- 
tions. 

But vet It niav be scnously believed that pnccs 
hate already been depressed by the creditor class 
m order to increase the load of indebtedness on the 
people It is said that the aCT of 1873 established a 
standard of gold, that gold is insufficient m suppl) , 
and that pnccs estimated in gold base conse- 
tpicntly fallen The reader, howeier, mil recall 
that gold has been the standard in which pnees 
have been expressed since soon after 1834 (with 
the exception of the penod of deprcaated paper 
monev, 1861-1879) up to date, and that no silver 
was dnven out b\ tlie act of 1873 There has, 
therefore, been no contraction whatever of our 
cirnilanon since 1873 In faa, since resumption of 
specie pavmcnts m 1879, the amount of our cir- 
culation has stcadilv expanded And there U more 
gold and Sliver by over $1,000,000,000 m circula- 
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non m the United States to-day than m 1873 
It has been shown that the phenomenal produe- 
non of gold smee 1830 of $3,840,000,000 has made 
It abundant, that it is difficult to account for a 
demand for the whole of it. And it was this abun- 
dance that led France from 1850 to 1863 and even 
later to absorb gold and let silver go, the Umted 
States m 1833 dung to its gold and let the silver 
be reduced m weight from 371)$ grains to 345.6 
grains, Germany took of the abundant supply of 
gold and also let its silver mainly go m 1873, after 
1874, when silver, findmg itself elbowed out of 
the currcnacs by gold, fell in value, then the Latin 
Union refused to accept the depredating silver at 
Its old value of 13% to i at the mints and ceased 
to allow Its free coinage at that price. The whole 
difficult)’ was that gold, being abundant and being 
preferred by modem commercial nations having 
mtcmauonal transactions on a large scale, the 
heavier metal was discarded It was )ust the same 
as discardmg the slower stage coach when rail- 
ways became available Gold as the better instru- 
ment was preferred to silver All Icgislanon merely 
reflected me commeraal needs and preferences of 
Europe. It was not mere law which caused the fall 
of silver It was the discardmg of silver by the 
needs of commerce which led to its fall, and this 
was done because gold had become abundant. The 
real cause of the fall m the value of silver, back 
of legislation, was the abundance of gold 
But if the fall of pnccs since 1873 were due 
(as It was not) to a scarcity of gold, why is it that 
wages, as expressed in gold, have risen? A day's 
labor to-day commands more gold by 8 per cent 
than in 1873 If vve go back farther than 1873 we 
find an exceptional mcrease of wages The increase 
m wages m the last fifty years is a well-known fact 
m our stansrical mvesoganons A most decisive 
point, therefore, to convince us that gold has be- 
come cheaper, is found m this well-known rise of 
wages of»late years. That is, as compared with 
gold, labor, or the services of human bemgs, can 
command more gold to-day than at any other ume 
m the history of the world This is a smlong and 
important fact upon which we may well ponder 
If gold IS becoming scarce, why should labor com- 
mand an mcrcasing share of it? In short, it is a 
mere theorv, unsupported by facts, that pnccs fell 
since 1873 because of a lack of gold Pnees have 
fallen, as producers all know’, because of im- 
proved means of manufacrurc, dumnishcd cost of 
production, opemng up of the new wheat and 
amcultural regions, and because of all the results 
of the most marvelous march of invcnoon the 
world has ever seen m an)' centut)’ Gold has also 
fallen vn value because of its lessened cost, and the 
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join: result of the fall of goods and the fall of gold 
is that prices are not much different from the 
level of i860. And labor commands both more 
gold and more goods than before. Nor could 
prices have fallen since 1873 because of the disuse 


of silver, because there is more legal tender s: 
in circulation to-day than in 1873. In short, 
talk of silver and prices is based on mere imaj 
tion. It is, therefore, not true that prices have I 
depressed by a shrinkage of gold. . . . 


THE UNITED STATES AND 
THE WORLD 


lil 


EXPANSION 


Clear as America’s future as a world empire 
seemed to Josiah Strong in i88i, that mission 
u as c\ cn more apparent at the end of the next 
decade. American naval power had driven 
Spam from the seas, Cuba tvas free, Puerto 
Rico was an American possession, and the 
Philippines were coming under American con- 
trol in spite of revolt and some dissenters at 
home Yet, while America was extending her 
power across the Pacific and European naaons 
wrangled over the remaining spoils of China 
and Africa, the Russian Czar summoned a 
Peace Conference to meet at The Hague in 
1899 One of the accomplishments of the meet- 
ing was the creation of a Permanent Court of 
Arbitration and it was concerning this achieve- 
ment that Captain Mahan, one of the United 
States’ delegates at the conference, chose to 
express his dissent. 

Alfred Thayer Mahan (1840-1914) had 
won inde European recognition by his Influ- 
ence of Sea Paver upon History (1890) and 
the Influence of Sea Paver on the French Rev- 
olution and Empire (iSgz) Afahan had been 
called from routine naval duties to lecture on 
nasal tactics and history at the War College m 
1S85 and his later work had groivn out of those 
studies His books discussed the role of sea 
power in history' just as events were bringing 
the significance of naval strength into sharper 
focus a new power was nsing on the Con- 
tinent and Mhlhclm II's Germany meant to be 
strong on sea as w cll as on land 

Mahan had retired m 1896 but when the 
Spamsit-Amencan War broke out he was sum- 
moned to ten c on the hoard of nas al strategy. 
His real influence was witli statesmen and the 
public rather than among professional nasal 


men, however, Mahan seems to have suffered 
from his Annapolis repute for punctiliousness 
as well as for his fame as a wnter on naval his- 
tory 

After the war, Mahan turned to the maga- 
zines to give a popular view of the basic con- 
cepts of naval ivarfare Such knowledge svonld 
help prevent outbursts of pamc like that which 
had shaken the people of the Atlantic seaboard 
avhen the Spanish fleet sailed west An in- 
formed public, moreover, could exert "intelli- 
gent pressure’’ on its representaoves and so 
provide for war dunng peace rather than in 
the atmosphere of actual conflict 

Mahan’s appeal to pubhc opinion went be- 
yond recommending mere preparation for 
war He urged that the American people be 
cautious in their acceptance of any plan for 
the compulsoiy arbitration of disputes among 
naaons Even m domesuc affairs iere may be 
a higher rule than law, but since law is sup- 
poned by force, a cinzcn may yield to law 
against his judgment without necessarily vio- 
lanng his conscience. But if a naaon yields to 
what It considers the unjust decision of an In- 
ternationa) tribunal, it submits to an authonty 
imposed by itself and therefore, Mahan argues, 
commits an offense against true morahty. War 
IS not the worst resort, he continues, for man- 
kind has ascended by means of the sivord Na- 
aons are ohbgated to mamtam nght by force 
in propomon to the power God has seen fit 
to repose in them. fVhile naaons arc to hofd 
that power under the control of heart and in- 
tellect, they cannot be hampered by compul- 
sory' arbimaon agreements ivorld history is 
too complicated to be governed by the rules 
or even the principles of law. 
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In his essay on the future of the United 
States as a colonial power, Mahan continues 
to develop his ideas on the moral duties of na- 
tions. To protect the new possessions of the 
United States requncs an increase of naval 
power; moreover, new island bases are needed 
as positions from which naval power may be 
exerted. The commercial advantages of such 
outposts called for no discussion or support, 
but the method of governing them was a matter 
for consideration. Britain’s example in India 
and Egypt was serviceable at this point, since 
it was an object lesson in the wisdom of a colo- 


nial policy at once firm and beneficent. For, 
whatever might be the economic and strategic 
uses of overseas possessions, they must be ruled 
in tlic interests of local welfare. Power brought 
rewards, but it also brought responsibihtics 
As a mature nation, the United States must 
shirk neither advantage nor the duties imposed 
by It. Thus Mahan, America’s philosopher of 
war and of imperialism. 

The selections from The Lessovs of the War 
with Spam (Boston, 1899), which originallyap- 
peared as magazine articles, arc reprinted here 
by permission of Little, Brown and Company. 


The Lessons of the War with Spain 

BY ALFRED T. MAHAN 


The Peace Conference and the AIoral Aspect 

OF War 

There is unquestionably a higher law than Law, 
concerning obedience to which no other than the 
man himself, or the state, can give account to Him 
that shall judge. The freedom of the consaence 
may be fettered or signed away by him who owes 
to It allegiance, yet its supremacy, though thus 
disavowed, cannot be overthrown. The Confer- 
ence at The Hague has facilitated future recourse 
to arbitration, by providing means through which, 
a case arising, a court is more easily constituted, 
and rules governing its procedure are ready to 
hand, but it has refrained from any engagements 
bmding states to have recourse to the tribunal thus 
created. The responsibility of the state to its own 
conscience remains unimpeached and mdependent. 
Tlie progress thus made and thus limited is to a 
haltmg place, at which, whether well chosen or 
not, the nations must perforce stop for a dme; and 
it will be wise to employ that time in considering 
the bearmgs, alike of that which has been done, 
and of that which has been left undone. 

Our own country has a special need thus care- 
fully to consider the possible consequences of 
arbitration, understood in the sense of an ante- 
cedent pledge to resort to it, unless under limita- 
tions very carefully hedged There is an un- 
doubted popular tendency in direction of such 
arbitration, which would be “compulsory" in the 
highest moral sense, — the compulsion of a promise. 
The world at large, and we especially, stand at the 
opening of a new era, concerrung whose problems 
httle can be foreseen. Among the peoples, there is 


manifested intense interest in the maturing of out 
national convictions, as being, through Asia, new- 
comers into active international life, concerning 
whose course it is impossible to predict; and in 
many quarters, probably in ail except Great Bri- 
tain, the attitude toward us is watchful rather than 
sympathetic. . . . 

It was inevitable that thoughts like these should 
recur frequently to one of the writer’s habit of 
thought, when m constant touch with the atmos- 
phere that hung around the Conference, although 
the latter was by it but little affected. The poet’s 
words, “The Parliament of man, the federation 
of the world,” were much m men’s mouths this 
past summer. There is no denying the beaut)' of 
the ideal, but there was apparent also a disposition, 
in contemplating it, to contemn the slow processes 
of evolution by which Nature commonly attains 
her ends, and to impose at once, by convention, 
the methods that commended themselves to the 
sanguine. Fruit is not best ripened by premature 
plucking, nor can the goal be reached by such 
short cuts Step by step, in the past, man has as- 
cended by means of the sword, and his more 
recent gams, as well as present conditions, show 
that the time has not yet come to kick down the 
ladder which has so far served him. Three him- 
dred years ago, the people of the land in which 
the Conference was assembled wrenched with the 
sword civil and religious peace and national inde- 
pendence from the tyranny of Spam. Then began 
the disintegration of her empire, and the deliver- 
ance of peoples from her oppression, but this was 
completed only last year, and then again by the 
sword — of the United States. 
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In the ccntuncs which ha\c since intcn’cncd, 
what has not “justice, with valor armed,” when 
confronted by cnl in high places, found itself 
compelled to effect by resort to the sword? To it 
was due the birth of our own nation, not least 
among the benefits of which was the stem ex- 
perience that has made Great Britain no longer 
the mistress, but the mother, of her dependencies 
The control, to good from evil, of the devastating 
fire of the French Revolution and of Napoleon 
was due to the sword The long bne of illustnous 
names and deeds, of those who bore it not in vam, 
has in out times culminated — if mdeed the end is 
even > et nearly reached — m the new birth of the 
United States by the extirpation of human slav ety, 
and in the dovvnfall, but yesterday, of a colonial 
empire identified with tyranny \^at tlie sword, 
ana it supremely, tempered only by the stem de- 
mands of justice and of conscience, and the lovmg 
voice of chant)’, has done for India and for Egypt, 
is a tale at once too long and too well known for 
repetition here Peace, indeed, is not adequate to 
all progress, there are resistances that can be over- 
come only by explosion. WTiat means less violent 
than war would m a half-year have solved the 
Canbbean problem, shattered nauonal ideas deep 
rooted in the prepossessions olj a century, and 
planted the United States m Asia, face to face with 
the great world problem of the immedbte future? 
What but war rent the veil which prevented the 
English-speaking communities from scemg eye to 
e)e, and revealed to each the face of a brother? 
Little wonder that a war which, with compara- 
tively little bloodshed, brought such consequences, 
was followed by the call for a Peace Confer- 
ence! 

Power, force, is a faculty of national life, one 
of the talents committed to nations by God. Like 
every other endowment of a complex organiza- 
tion, It must be held under control of the crdight- 
ened intellect and of the upright hearti but no 
more than any other can it be careless!) or lightly 
abjured. Without incurring the responsibility of 
one who bunes in the earth that which was m- 
trusted to him for use And this obligation to mam- 
tain right, by force if need be, while common to 
all states, rests peculiarly upon the greater, in pro- 
portion to their means Much is required of those 
to whom much is given So viewed, the abiliij’ 
speedily to put fottb the nation’s power, by adc- 
tjuate organiration and other necessary prepara- 
tion, according to the reasonable demani of the 
nation's inirinuc strength and of its position m 

the w orld, 1$ one of the clear duties inv olv cd m the 
Christian word 'Svatchfulness,” — readmess for the 
call that may co-ue, whether expectedly or not. 


Until It IS demonstrable that no evil exiso, or 
threatens the world, which cannot be obviated 
without recourse to force, the obligation to readi- 
ness must remam, and, where evil is rmght)' and 
defiant, the obligation to use force — that is, war — 
arises. Nor is it possible, antecedently, to bnng 
these conditions and obbgaBons under the letter of 
precise and codified law, to be administered by a 
tribunal, and m the spint legalism is marked by 
blemishes as real as those commonly attnbuted to 
“tmbtansm,” and not more elevated The con- 
sideraaons which detetmme good and evd, right 
and wrong, in crises of national life, or of the 
world’s history, are (questions of eqmty often too 
complicated for decision upon mete rules, or even 
principles, of law, mternational or other The m- 
stances of Bulgaria, of Armenia, and of Cuba, are 
entirely m pomt, and it is most probable that the 
contenuons about the future of Chma will afford 
further illustration. Even in matters where the 
interest of nations is concerned, the moral element 
enters, because each generacon m its day is the 
guardian of those which shall follow it. Like all 
guardians, therefore, while it has the power to 
act accordmg to its best judgment, it has no right, 
for the mere sake of peace, to permit known in- 
justice to be done to its wards 
The present strong feelmg, throughout the na- 
tions of the world, in favor of arbitration, is m 
Itself a subject for congratulation almost unal- 
loyed It cames mdeed a promise, to the certamty 
o( which no papier convenants can pretend, for 
it influences the conscience by mward conviction, 
not by external fetter But it must be remembered 
that such sentiments, from their veiy umversahty 
and evident laudablcncss, need correcoves, for 
they bear in themselves a great danger of excess 
or of precipitancy Excess is seen m the disposi- 
tion, far too prevalent, to look upon war not only 
as an evil, but as an evil unmixed, unnecessary, and 
therefore always unjustifiable, while precipitancy, 
to reach results considered desirable, is evidenced 
by the wish to vnpose arbitration, to prevent re- 
course to war, by a general pledge previously 
made. Both frames of mind receive expression m 
the words of speakers, among whom a Icadmg 
characteristic is lack of measuredness and of pro- 
portion Thus an emment atizen is reported to 
nave said "There is no more occasion for two 
nations to go to war than for two men to settle 
their difficulties with clubs.” Singularly enough, 
this point of view assumes to represent peculiarly 
Christian teaching, wdlingl) ignorant of the truth 
that Chnstianity, while it will not force the con- 
science by other than spiritual w capons, as "com- 
pulsor)’" arbitration might, distinctly recognizes 
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the sword as the resistor and remedier of evil in 
tlie sphere “of this world ” 

Arbitrauon’s great opportunity has come in the 
advancing mord standards of states, whereby the 
disposition to deliberate wrongdoing has dimin- 
ished, and consequently the occasions for redress- 
ing wrong by force the less frequent to arise In 
view of recent events however, and very espe- 
cially of notorious, high-handed oppression, imti- 
ated smee the calhng of the Peace Conference, and 
resolutely continued during its sessions m defiance 
of the pubhc opimon — the convicDon — of the 
world at large, it is premature to assume that such 
occasions belong wholly to the past. Much less can 
it be assumed that there will be no further in- 
stances of a community believing, conscientiously 
and entirely, that honor and duty require of it a 
certam course, which another community with 
equal integrity may hold to be inconsistent with 
the rights and obhgations of its own members It 
is quite possible, especially to one who has recently 
VTSited Holland, to conceive that Great Bntam and 
the Boers are alike satisfied of the substantial 
jusuce of their respective claims. It is permissible 
most earnestly to hope that, m disputes between 
sovereign states, arbitration may fmd a way to 
reconcile peace with fidehty to conscience, in the 
case of both, but if the conviction of conscience 
remains unshaken, war is better than disobedience, 
— better than acquiescence in recognized wrong. 
The great danger of undiscriminatmg advocacy of 
arbitration, which threatens even the cause it seeks 
to maintain, is that it may lead men to tamper 
with equity, to compromise with unrighteousness, 
soothing their conscience with the behef that war 
is so entirely wrong that beside it no other toler- 
ated evil is wrong. Witness Armema, ,and witness 
Crete. War has been avoided, but what of the 
national consciences that beheld such iniquity and 
withheld the hand^ 

The Relations of the United States to their 

New Dependencies 

In modem times there have been two principal 
colonizing nations, which not merely have oc- 
cupied and admmistered a great transmarine do- 
main, but have impressed upon it their own 
identity — the totahty of their pohtical and racial 
oharactensnes — to a degree that is hkely to affect 
permanently the history of the world at large. 

These two nations, it is needless to say, are 
Great Britain and Spam. Russia, their one com- 
petitor, differs from them in that her sustamed 
advance over alien regions is as wholly by land 
as theirs has been by sea. France and Holland have 
occupied and administered, and contmue to oc- 


cupy and administer, large extents of territoty, but 
it is scarcely necessaty to argue that in neither 
case has the race possessed the land, nor ha\ c the 
naoonal characteristics been transmitted to die 
dwellers therein as a whole They have reahzed, 
rather, the idea recently formulated by Mr Ben- 
)aiTun Kidd for the development of tropical re- 
gions, — administration from without. 

The une.x-pected appearance of the United States 
as m legal control of transmarine terntory, which 
as yet they have not had opportunity either to 
occupy or to administer, coincides in rime with 
the final dowmfall of Spam’s colonial empire, and 
with a stage m the upward progress of that of 
Great Bntam, so marked, in the contrast it presents 
to the ruin of Spain, as to compel attention and 
comparison, with an ultimate purpose to draw 
therefrom instrucuon for the Umted States in the 
new career forced upon them. Tlie larger colonies 
of Great Bntam are not indeed reachmg their 
majority, for that they did long ago, but me idea 
formulated in the phrase “imperial federation” 
shows that they, and the mother country herself, 
have passed through and left behind the epoch 
when the accepted thought in both was that they 
should in the end separate, as sons leave the father’s 
roof, to set up, each for himself To that transiuon 
phase has succeeded the ideal of partnership, more 
complex mdeed and difficult of attaiiunent, but 
trebly strong if realized. The terms of partnership, 
the share of each member m the burdens and m 
the profits, present difficulties which will delay, 
and may prevent, the consummauon, time alone 
can show. The nouceable factor in this change of 
mind, however, is the affectionate desire mani- 
fested by both parent and children to ensure the 
desired end Between nations long alien we have 
high warrant for saymg that interest alone deter- 
mines action, but between commumties of the 
same blood, and when the ues of dependence on 
the one part are still recent, sentiments — love and 
mutual pride — are powerful, provided there be 
good cause for them And good cause there is 
Since she lost what is now the United States, Great 
Britain has become benevolent and beneficent to 
her colonies. 

It IS not m colonies only, however, that Great 
Britain has been beneficent to weaker commu- 
mu'es; nor are benevolence and beneficence the 
only qualities she has shown. She has been strong 
also, — strong in her own mterior life, whence all 
true strength issues, strong m the quality of ffie 
men she has sent forth to colonize and to admin- 
ister, strong to protect by the arm of her power, 
by land, and, above all, by sea. The advantage of 
the latter safeguard is common to all her depend- 
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cnCTcs, but )t 1$ among lubjcct and alien races, 
and not in colonics properly so called, that her 
terrestrial cncrg\ chiefly manifests itself, to con- 
trol, to protect, and to elevate Of these functions, 
admirably discharged m the mam, India and Eg>pt 
arc the conspicuous illustrations. In them she ad- 
ministers from oithout, and carmot be said to 
colonize, for the land was already full. . . 

We have the two great esamples Great Bntam 
has been, in the main, and increasingly, beneficent 
and strong Spam, from the very first, as the 
records show, was mhumanly oppressive to the 
mfenor races, and, after her own descendants m 
the colonies became aliens m habit to the home 
country, she to them also became tyranmcally ex- 
acting But, still more. Spam became weaher and 
weaker as the years passed, the tyrarmy of her 
extortions bemg partially due to exigencies of her 
pobneal weakness and to her economical declen- 
sion. Let us, however, not fail to observe that the 
beneficence, as well as the strength, of Great 
Bntam has been a matter of growth. She was not 
always what she now is to the alien subject. There 
IS, therefore, no reason to despair, as some do, that 
the United States, who share her traditions, can 
attain her success. The task is nos el to us, we may 
make blunden, but, guided by her expenence, we 
should reach the goal more quickly 

And It IS to our interest to do so Enlightened 
self-interest demands of us to recognize not 
merely, and m general, the mimmence of the great 
question of the farther East, which is nsmg so 
rapidly before us, but also, specifically, the im- 
portance to us of a strong and beneficent occupa- 
tion of adjacent territory In the domam of color, 
black and white are contradictory, but it is not so 
with self-interest and beneficence m the realm of 
ideas. This paradox is now too generally accepted 
for insistence, although m the practical life of 
states the proper order of the two is too often m- 
verted But, w here the relauons arc those of trustee 
to ward, as are those of any state which rules over 
a weaker community not admitted to the full 
prn lieges of home citizenship, the first test to 
w hich measures must be brought is the good of 
the ward It is the first interest of the guardian, for 
It concerns his honor IkTiatcvcr the part of the 
United States m the growing conflict of European 
interests around China and the East, we deal there 
w ith equals, and may battle like men, but our new 
possessions, with their )ct mmor races, are the 
ohjeccs onU of solicitude. 

Ideas underlie aaion. If the paramount idea of 
beneficence becomes a national comicoon, we 
may stumble and err. we may at times sm, or be 
betrajed by unworth) repfesenutises, but we 
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shall adsance unfailmgl)r I hare been asked to 
contribute to the discussion of this matter some- 
ihmg from my own usual pomt of view, which is, 
of course, the bearing of sea posver upon the 
secunts’ and the progress of nanons. Well, one 
great dement of sea power, w hich, it will be re- 
membered, is commercial before it is imhtary, is 
that there be temtonal bases of action in the' 
regions important to its commerce That is self- 
mtercst. But the history of Spain’s dedme, and 
the history of Great Bntam’t advance, — m the 
latter of which the stem lesson gisen by the revolt 
of the United States is certainly a conspicuous 
factor, as alto, perhaps, the other revolt known 
as the Indian Mutmy, m 1B57, — ahke teach us that 
terntones beyond the sea can be securely held 
only when the advantage and mterests of the m- 
habitants are the primary object of the adnunistra- 
oon. The inhabitants may not return love for 
their benefits, — comprehension or gratitude may 
fail them, but the sense of duty achieved, and the 
security of the tenure, are the reward of the 
ruler 

1 have, therefore, but one thing which I have 
not already often said to offer to such men, who 
affect these great issues through their own apti- 
tudes and through their far-teaching influence 
upon pubbe opinion, which they touch through 
many channels. Sea power, as a national interest, 
conimeraai and military, rests not upon fleets 
only, but also upon local terntona! bases in distant 
commercial regions. It rests upon them most se- 
curely when they are extensive, and when they 
have a numerous population bound to the sover- 
eign country by those ties of mterest which rest 
upon the beneficence of the ruler, of which benef- 
icence power to protect is not the least factor 
Mere just dcalmg and protection, however, do not 
exhaust the demands of beneficence towards alien 
subjects, still in race-childhood The firm but 
judicious remedymg of evils, the opportumoes for 
fuller and happier lives, which local industries and 
local development afford, these also are a part of 
the duty of the sovereign power Above all, there 
must be constant recognition that self-mterest and 
beneficence alike demand that the local welfare 
be first taken into account. It is possible, of course, 
that jt mav at times hate to yield to the necessities 
of the whole body, but it should be first con- 
sidered. 

The task is great, who is sufficient for it’ The 
w ntcr belies cs firmly in the ultimate pow er of 
ideas Napoleon is reported to hai'e said “fmagi- 
nation rules the world " If this be gencraUy so, 
host much more the true imagmarions which are' 
wonhy to be called ideas' There is a nobility in 
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man wliich welcomes tlic appeal to beneficence. 
May it find Jts way quickly now to the heads and 
hearts of the American people, before less worthy 
ambitions fill them; and, above all, .to the kings of 
men, m thought and in action, under whose leader- 
ship our land makes its giant strides There is in 
this no Quixotism. Materially, the interest of the 
nation is one with its beneficence; but if the ideas 
get inverted, and the nation secs in its new re- 
sponsibilities, first of all, markets and profits, with 
incidental resultant benefit to the natives, it will go 
wrong. Through such mistakes Great Britain 
passed. She lost the United States; she suffered 
bitter anguish in India; but India and Egypt testify 
to-day to the nobility of her repentance. Spain re- 
pented not. The examples arc before us. Which 
shall we follow? 

And is there not a stimulus to our imagination, 
and to high ambition, to read, as we easdy may, 
how tlie oppressed have been freed, and the de- 
graded lifted, in India and in Egypt, not only by 
political sagacity and courage, but by administra- 
tive capacity directing the great engineering enter- 
prises, which change the face of a land and in- 
crease a hundredfold the opportunities for life 
and happiness? The profession of die writer, and 
the suDject consequendy of most of his writing, 
stands for organised force, wliich, if duly de- 
veloped, is the concrete expression of the nation’s 
strength. But while he has never concealed his 
opinion that the endurance of civilization, during 
a future far beyond our present foresight, de- 
pends ultimately upon due organization of force, 
lie has ever held, and striven to say, that sucli force 
is but the means to an end, which end is durabie 
peace and progress, and therefore beneficence. 
The triumplis and the sufferings of the past months 


have drawn men’s eyes to the necessity for in- 
crease of force, not merely to sustain ovcr-sci 
dominion, but also to ensure dmcly use, in action, 
of the latent military and naval strength winch the 
nadon possesses. The speedy and inevitable sub- 
mission of Spaui has demonstrated beyond contn- 
diction the primacy of navies in dctemiming the 
issue of transmarine wars; for after Cavite and 
Santiago had crippled hopelessly the enemy’s nav)’, 
the end could not bo averted, though it might 
have been postponed. On the other hand, the 
numerical inadequacy of the troops sent to San- 
tiago, and their apparently inadequate equipment, 
have shown the necessity for greater and more 
skilfully organized land forces. The deficiency of 
the United States in this respect would have per- 
mitted a prolonged resistance by the enemy’s army 
in Cuba, — a course which, though sure ultimately 
to fail, appealed strongly to military punctilio. 

These lessons are so obvious that it is not sup- 
posable that the national intelligence, which has 
determined tlie American demand for the Pliilip- 
pines, can overlook them; certainly not readers of 
the character of those to whom this paper is pri- 
marily addressed. But when all this has been ad- 
mitted and provided for, it still remains that force 
is but the minister, under whose guardianship in- 
dustry does its work and enjoys peaceably the 
fruits of its labor. To the mechanical industries of 
the country, in their multifold forms, our new re- 
sponsibilities propound the questions, not merely 
of naval and military protection, but of material 
development, which, first beneficent to the In- 
habitants and to the land, gives also, and thereby, 
those firm foundations of a numerous and con- 
tented population, and of ample local resources, 
upon which alone military power can securely rest. 


THE OPEN DOOR 


The annexation of tlie Philippines made the 
United States a Pacific power during the last 
stages of the dissolution of Manchu nile in 
China. The European nations used China’s de- 
cline as a means of securing portions of her 
territory as “spheres of influence” for their 
own e.xploitation, a practice calculated to hin- 
der an increase of trade and investment there 
by the nationals of other countries. At the 
same time, the European balance of power was 
disturbed by increased German influence and 
ambition on the Continent and by the expan- 


sion of Russia in the Far East. England found 
it necessary to seek new allies, therefore, and 
received willing cooperation from American 
circles where admiration for the most success- 
ful imperialist power ruled American expan- 
sionists like Lodge, Roosevelt, and Whitclaw 
Reid. 

Though England and the United States were 
competitors in the Chinese textile and railroad- 
equipment market, both saw their interests 
threatened by the prospect of a division of 
China among the Great Powers. Germany’s 
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concession at Kiaochow and Russia’s accjuisi- 
non of Port Anhur seemed to bring that pros- 
pect nearer, as neither country returned any- 
thing but evasion to inquincs concerning free- 
dom of commerce in those areas 
By the anntcr of 1899, American busmess 
groups were monng toward greater mterest in 
Qiina, an mterest which was snmulated by 
hints from the State Department and by such 
essays in propaganda as Lord Charles Bercs- 
ford’s {1846-1919) Break-tip of Chma (New 
York, 1899) His Lordship had sec off on a tour 
of the Far East as representative of the Bnttsh 
Associated Chambers of Commerce. He had 
kept America’s Secretary of State John Hay 
informed of his progress and the Break-up of 
Chma was Intended for American as well as 
English readers Though the book is no more 
than a long after-dinner speech in print, its 
contemporarj’’ popularit)’’, its advocacy of the 
Open Door— equal opportumty for the sale of 
goods m Chma — and its stress on united action 
by tlie United States and Great Britain com- 
bine to make it illuminate the genesis of Hay’s 
famous “Open Door” notes 
Actually, tliosc identic notes were the work 
of William Uockhill, Hay’s personal adviser on 
Far Eastern affau^ Rockhill, who was bom at 
Philadelphia in 1854, i'^tl studied Chinese and 
military' science m France. After a period of 
service with the United States diplomatic corps 
m Chma, he had been appointed chief clerk and 
then assistant secretary of the State Depart- 
ment In the summer of 1899, Rockhill held 
the post of Director of the Bureau of Amencan 
Republics Rockhill, m his turn, was strongly 
influenced by his own fnend and adviser, Al- 
fred Hippisley, a British subject who, since 
1S67, had been a member of the Chinese Im- 
perial Alantime Service, uhich administered 
the Chinese customs HippisIcy w as returning 
to England on leas e that summer and he urged 


Rockhill to take measures to get the United 
States to assume the initiative in the Far East 
The Umted States should call the attention of 
the Powers to the present situation m China 
and attempt to obtam an undertaking that et- 
isting tariffs would be applied without discrim- 
ination m the areas which had been taken over 
from the Chinese Thus, from the dissolution 
of the Manchu Empire, Hippisley hoped to 
save at least the equal treatment of commerce, 
equal opportunity for capital investment al- 
ready appeared Utopian, but the Umted States, 
by acting secretly and promptly, might still 
open the door to trade before that should be 
closed forever 

In August, accordingly, Rockhill presented 
these views to Hay and, a few days later, on the 
twenty-fourth. Hay asked Rockhill to draft a 
set of instructions on commercial freedom in 
China. Rockhill’s memorandum in reply in- 
cluded the material m Hippisley’s earlier draft 
and was itself embodied in the Open Door 
notes attributed to John Hay (183^1905) 

Though the Open Door policy was, at the 
time, as much a failure m fact as m formal re- 
ception, Hay won Amencan popular acclaim 
as the savior of China He may not have se- 
cured freedom for Amencan trade, nor won 
a guarantee of China’s tcmtonal integnty, but 
he did incorporate in Amencan foreign policy 
a pnnciple which, like the Monroe Doctrine, 
has had the allegiance and support of both 
the American people and Amencan govern- 
ments. 

The Beresford selection is reprinted from his 
book. The Break-up of Chma through the per- 
mission of Harper and Brothen The Hippisley 
and Rockhill Memoranda are reprinted from 
A W Gnstvold’s The Far Eastern Policy of 
the Umted States (New York, 193B) through 
the permission of Harcourt, Brace and Com- 
pany. 
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The Break-Up of China 

BY CHARLES BERESFORD 


nX, The United States 

. The PKiNcii'LE of the “Open Door” is unani- 
)usly held to be the policy necessary for the 
Tease of the United States’ trade with China; 
c there the matter rests. I heard no sentiments 
pressed which conveyed to me any opinion on 
: part of any of the American Chambers of 
mmercc as to how the “Open Door” principle 
s to be insured, although 1 did hear many opin- 
is expressed that the time could not be far dis- 
,t when the Chinese Empire would be added to 
: list of those countries which had fallen to 
ces from internal decay. Though the great trad- 
; classes of the United States, as far as I could 
her, are keenly alive to the necessity of safe- 
irding the future of the United States’ com- 
rcial interests, it was quite apparent to me that 
ise in authorit)', and indeed the people as a 
lolc, arc, for the present, at any rate, going to 
aw Chinese affairs to take care of themselves, 
vas veiy satisfactory to me to be frequently told 
t the fact of the British Associated Chambers 
r'ing sent a Mission of Inquiry to China would 
ivokc an interest among tne commercial classes 
the United States with regard to the future of 
ina. The attitude taken up by the commercial 
sses in Japan was totally different from that 
lich I found in the United States Both saw 
: necessity of keeping the Door open in China 
full advantage was to be taken of the possible 
k’clopment of American or Japanese trade, but 
lile on the Japanese side there was every indi- 
ion of a desire to act in some practical manner 
order to secure the Open Door, I could discover 
desire on the part of the commercial communi- 
s in the United States to engage in any particular 
ort for preserving what to them might become 
the future a trade, the extent of which no mortal 
t conjecture. On many occasions I suggested 
It some sort of understanding should c.xist bc- 
cen Great Britain and the United States for the 
itual benefit of the two countries with regard 
the future development of trade in China; but 
die receiving the most cordial support to this 
aposal, nothing of a definite character was sug- 
ited to me that I could present to the Associated 
lambers. 

booking at the matter fairly, the public mind 
the United States is occupied with an entirely 
vcl policy, which, being an actual fact, must be 


more engrossing to the American public than 
matters which up to now even have not advanced 
into the region of discussion. 1 refer to the policy 
of expansion, as illustrated by the difficult problem 
which has to be solved in the Philippine Islands 
Added to this, the actual trade between the United 
States and China at the present moment is a very 
small proponion of the whole foreign trade of that 
country, onl^ 8 per cent. The American trade 
with China is, however, very much larger than 
appears in the unport list contamed in the returns 
of the Imperial Maritime Customs of the Chinese 
Empire. Taking the question of the import of 
plain cotton goods alone for the years 1887-1897 
inclusive, referred to in this Report in the chapter 
on “Shanghai,” it will be seen that American goods 
during those ten years have increased in quantity 
II 1. 11 per cent., and 59.45 per cent, in value, while 
the British import of the same class of goods has 
decreased 13.77 per cent, m quantity, and 7.9 per 
cent, in value. In examining these trade returns 
the question of ownership and manufacture is an 
all-important one. At the time of import this cot- 
ton is owned by the British merchant and shipped 
in British bottoms, but the competition of the 
United States is directly with the Lancashire cot- 
ton manufacturer. I was much impressed by the 
good feeling and friendship towards Great Britain 
expressed by all with whom 1 came in contact in 
the United States. These kindly sentiments were 
particularly marked on all occasions when the 
health of her Majesty the Queen was proposed. 
I believe that a great deal of the enthusiasm with 
which 1 was received during my journey through- 
out the United States was actuated by the senti- 
ments of kindly feeling towards the British. 

There is a very large and increasing export 
trade of flour from America to Cliina. The Qii- 
nesc arc apprcciatmg this class of food more every 
year. There is also a great export of American 
machinery of all sorts to China. The whole of 
the Russian railway plant in Manchuria — viz., 
rolling-stock, rails, and sleepers — comes from the 
United States. There is also a large import of 
American machmery into Japan. 

Although the American percentage of trade 
with China is only 8 per cent, of the whole, it is 
important to remember in what a comparatively 
short time this has been built up, and if to this 
percentage was added the proportion of British- 
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owned trade in commodincs of American origin, 
I am of opinion that it would be found that the 
actual American manufactured goods represent 
a very much larger percentage than is generally 
known As it is, American trade represents 8 per- 
cent,, as against 28 per cent, of all other nations 
(escluduig Great Britain) combmed 
The omy direction m which 1 found a fallmg 
olT in American trade was in kerosene-oil, m 
which mdustr)' Uussia and Sumatra are becoming 
America’s chief competitors A noteworthy fact 
that was brought to my notice by the Commis- 
sioner of Customs at Newchwang was, that Ameri- 
can manufactured goods at that port now repre- 
sent about 50 per cent, of the whole foreign un- 
port, showing that, at any rate m North China, 
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American trade is mcreasing in volume and un- 
pottance. 

The problems connected with the future de- 
velopment of trade m China will be solved more 
easily if the powerful Anglo-Saxon races can come 
to some mutual understanding regardtag them 
As the mtcrests of the Umted States and Great 
Btitam are absolutely identical in Chma, an un- 
derstandmg must conduce to the benefit of both 
great nations, and certainly make for the peaceful 
soluuon of the difficulnes. Both nations arc es- 
sentially tradmg nations, neither want temtory, 
they both wish to metcase their trade- With an 
equal opportunity throughout China, they would 
not only increase their trade but do much towards 
increasing the prosperity of the n hole world- 


Bash of the “Open Doot^’ Notes 

I. THE HIPPISLEY MEMORANDUM 


Tiir MEBCAinUE coMMUvmrs of the Umted 
States and Gt. Btitam, realising the impotunt field 
for their enterprise which under existing condi- 
tions ts afforded by Chma, and the vastly extended 
field for It w hich they might legitunately look for- 
ward to under improied conditions m the future, 
earnestly desite the maintenance of the "open 
door," I of the rights possessed under the exist- 
ing treaties of Tientsm- In other words, they ask 
that they be assured the equality of opportunity 
which all nations alike have hitherto en|oyed 
under those treaties for (a) commerce, (b) navi- 
gation, and (c) exploitation of mines and railroads. 

Last year when the British Govt- was energeu- 
cally insisting on the necessity of maintaining the 
“open door” m China, Mr Balfour’s speeches fore- 
shadowed a policy which, though nominally aim- 
ing at that obiect, conceded to the various Powers 
the possession of spheres of mfluence or mrercst 
m which they would enjoy special nghts and 
prit lieges m respect of railroad and mining entet- 
nses and the undertakings entered into by Gt, 
ntam with Germany as regards Shantung and 
w ith Russia as regards Manchuria go to show that 
this IS the polics' which the British Govt, has 
definitely adopted to got cm its relations noth 
other Powers m China A policy the object of 
which 11 to maintain the “open door" and at the 
same nme to recognise spheres of mrercst with 
special, and practically exclusise, rights as regards 
mines and railroads, is possibly I^ihle, but it 
certalnij is feasible only on the condition that 
adcijuatc steps are taken to prevent the special 
mmmg and railroad nghts bemg so stretched as 


to include territorial jurisdiction and the power 
to impose discnmmatmg txxanon m anv form. 

In any case the undmakmgs above referred 
to have already practically depnved Bnnsherx of 
equality of opportumty as regards mmes and rail- 
roads m certam imfiortant distncts of China, and 
would appear to render it difficult for other na- 
tionalmes to insist on the mamtenance of them 
equality of opportunity as regards those enter- 
prises m the distncts concerned — though the im- 
porunce of this curtailment of previously existing 
nghts IS much reduced by the facts that the con- 
cessions for mmes and railroads already granted 
m China will requme years to fulfil, even if they 
do not require a larger amount of capital than Is 
bkely to be forthcoming for investment m that 
conntiy, and that these concessions are distributed 
among all of the wealthy nauons- 

Equality of opportunity as regards (c) having 
pracncallv then already gone by the board, it 
would seem that the utmost that can now be at- 
tempted IS to safeguard equality of opportunity 
as reMrds (a) and (b) — commerce and naviga- 
noa To do this it appears essential that the naaons 
m favour of the “open door" policy should bind 
themselves, and secure undertakings from the 
other poll era, to the effect that each m its respec- 
tive spheres of interest or influence 

(1) will in no way mterfere with any treaty 
port m such sphere or with the interests vested 
in It 

(2) will promise that, unless the ports opened 
to trade m it are declared free ports, the Chmese 
treat) tariff as existing or as hereafter amended 
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shall apply to all merchandise landed or shipped, 
no matter to what nationality such merchandise 
may belong; and that the dues and dunes so levi- 
able shall be collected by the Chinese Go%'t.; and 

(3) will levy no higher harbour dues on vessels 
of another nationalit)’' frequenting any port in 
such sphere than shall be levied on vessels of its 
own nauonality, and no higher railroad charges 
on merchandise belonging to subjects of other 
Powers transported through such sphere than shall 
be levied on similar merchandise belonging to its 
own nationals transported over equal distances. 

Such an arrangement would go far to secure an 
open market for merchandise in China and to re- 
move dangerous sources of international conflict* 
and it is not anticipated that any serious difficulty 
would be experienced in attaining it. If the decla- 
rations of responsible British statesmen mean any- 
thing, they should ensure hearty support from Gt. 
Britain. Germany by her enlightened policy in 
sanctioning the establishment of a Chinese 
Customs-house at Kiaochow and in rendering it 
all possible assistance — in marked contrast to the 
narrow, unjust, and shortsighted policy of Gt. 


Britain in expelling the Chinese Customs-housc 
from the Kowloon extension, inevitably to the 
enormous increase of smuggling — shows that little 
opposition is to be anticipated on her part. The 
doubtful Powers have hithcno been Russia and 
France, but the Ukase issued by the Czar on the 
15th inst. declaring “Talien-wan a free port dur- 
ing the whole period of the treatj' for the mer- 
chant ships of all nations” removes all doubt as 
to Russia^ attitude and justifies the expectation 
that she would co-operate in such an undertak- 
ing as that proposed; and it is little likely that 
France would refuse to listen to Russia’s advice- 
opposed though it is to her traditional policy in 
China of insisting that, whenever in any degree 
possible, territorial jurisdiction is included in any 
rights conceded — and so stand out in opposition 
alone. 

The issue of the Czar’s ukase just referred to 
opens the door for pottrparlers on this subject and 
renders the present a specially opportune moment 
for entering on them. 

A. E. H. 

17-VIU-99 


2. THE ROCKHILL MEMORANDUM 


No one person has done more withm the last 
few months to influence public opinion in the 
United States on the Chinese question than Lord 
Charles Beresford, by his book ‘‘The Break-Up 
of China,” and by the speeches he has made m the 
United States. By these means he has sought to 
prove the identity of interests of our two coun- 
tries and the necessity of an Anglo-American pol- 
icy in China. It seems desirable to preface the fol- 
lowing remarks by examining the data supplied by 
Lord Charles, endeavoring to control his views, 
and to show, if possible, the truth or fallacy of his 
conclusions 

For one %vho has devoted the better part of his 
life to the study of Chinese affairs, the book of 
Lord Beresford comes as an agreeable surprise — 
so far as regards foreign commercial relations 
with China, and is on tlie whole rather encourag- 
ing than dispiriting. The volume of foreign trade 
has steadily increased, and everywhere signs are 
not wanting of its further extension, the Chmesc 
Government has not failed to fulfill any of its 
pecuniary obligations to foreigners, and is en- 
deavoring, in a clumsy, uncertain way it is true — 
but that IS not entirely its fault, to take some fur- 
ther steps in the direction needed for its internal 
development. If, on the other hand, the Empire 
is in a disturbed condition, and if foreign interests 
suffer therbby,' this is entirely due to the unseemly 


haste of some of the Treaty Powers in their scram- 
ble for commercial advantages and acquisition of 
territory. This they lament but do not seek to 
remedy. 

Lord Beresford’s interviews with the various 
foreign mercantile organizations at the treaty 
ports of China bring clearly before us the fact 
that they have not in the last uventy yean had any 
new ground for complaint against the Chinese 
Government, that they are to-day suffering, not 
perhaps even quite so severely as years ago, from 
the existence of cenam restrictions, especially 
those resulting from interna’ revenue taxes, which 
have been the subject of endless correspondence 
between the diplomatic representatives in Pekmg 
and the Chmese Government for the last quarter 
of a century and with wliich every one interested 
in affairs in that Empire must by this time be 
pretty^ familiar. 

The grievances of which the foreign mercantile 
class in China has to complain and a remedy to 
which lies with the Chinese Government, arc all 
proper subjects for diplomatic discussion and no 
one can doubt that if within the last two years 
steady and united pressure had been brought to 
bear on it by the Treaty Powers, some of them 
would be in a fair way to settlement at the present 
time. 

Take for example likm. In the rush for conccs- 
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siom to forcigncn m China and the necessity for 
that country to find funds to insure the pajonent 
of interest on the loans she has been forced to con- 
tract to aity out more or less urgent pubhc 
works recommended by them, the Treaty Powers 
hate compelled her to mcrcase her internal reve- 
nue taxes and have permanently fastened on the 
country this very tax (/ifm) they had for twenty- 
five yean and more been trying to have sup- 
pressed Agam take the transit pass sj-stem by 
which foreign goods ate allowed to be earned 
throughout the Empire on the paynnent of one- 
half the import duty, and which s^cm the Brit- 
ish merchants claim is an utter failure, we know by 
the successful endeavon of the French Govern- 
ment m enforcing this nght under the treaties for 
goods imported into southwestern China, that if 
failure it is m other parts of the Empire, the fault 
lies vvrth the foreignen themselves 

Lord Beresford’s opmion that it is primarily 
necessary for the development of China to make 
a militarj' and naval power of that Empire, is, 1 
thmk, the weakest part of his work, and his opm- 
ion IS at vanance with that of all those who know 
best China and the Chinese So far as the protec- 
tion of foreign interests is concerned, the Chmese 
Government is, and has been since the suppres- 
sion of the Taipmg rebellion, able to protea them 
whenever and wherever it has chosen to, as m- 
numerable cases familiar to the Department can 
show 

In the various memoranda submitted to Lord 
Betesford bj the British merchants of China and 
published in his book, the need for Chma to in- 
crease her armament to insure their security, is no 
where hinted at, but m all of them we find the 
cause of the present stagnation of trade attrib- 
uted, and rightly to my mind, to the vacdlatmg 
policy of the home Governments, frequently 
brought about by apathy and lack of knowledge 
regarding Chinese affairs, the resulting ability of 
the Chinese Government to escape the perform- 
ance of Its treaty obligations, and to the jealousies 
and lack of concerted action of the Powers in 
treating questions of general interest. . . . 

That the task of strengthenmg the central gov- 
ernment IS a comparativelj easy one, the history 
of China’s progress in the last fifty years con- 
clusively shows The introduction of telegraphic 
lines throughout the Empire, the Mantune Cus- 
toms service, the more recent organization of a 
sj-stem of imperial railways and their successful 
working, and a variety of other reforms are all 
operatmg^ in the same direction, so that Lord 
Deresford’s sutement (p aji) "no reforms . . , 
can possibly be brought about in a country so 


hopelessly corrupt as Chma until the first and 
minal step is taken of givmg authority to those in 
power which only an effective mihtary and police 
can supply,” is a hasty and erroneous conclusion. 

That the existence of a strong and well officered 
and disciplmed army and navy m Chma might 
assist that country to ward off the attacks of a 
foreign foe, is likely, that, m the absence of such a 
force, and with the present aggressive pobey of 
tome of the Treaty Powers, the creation of 
"spheres of mtercst” (or influence) easily reached 
by rail or by the sea by the mterested Power 
from Its own terntory, should be held to be the 
only way of insunng China against complete par- 
tinon, u comprehensible, but that the United 
States should lend a hand to the carrymg out of 
either of these two pohaes seems absolutely sui- 
cidal to our vast and grovvmg mterests m that part 
of the world. 

Bnnsh vvnters on Chmese questions, and espe- 
cially Lord Beresford, have advocated m the 
strongest terms the “open door pohey” or equality 
of treatment and oppominity for aU comers, and 
denounce m the strongest terms the system of 
“Spheres of Influence’^ (or interest), but such 
spheres have now been recognized by Great 
Britain as well as by France, Germany and Russia, 
and they vmn be accepted as existing facts 

But while adoptmg the pobey of spheres of m- 
terest, which, we will admit, political reasons may 
have forced it to do, Great Britain has tried to 
mamtam also the “ojicn door” pohey, the only one 
which meets with the approval of its business 
classes, for by it alone can they be guaranteed 
etpiality of treatment m the trade of China In 
this attempt to minimize the evils brought about 
by the necessities of her foreign policy, Great 
Britain has been, however, unable to secure to her 
eople perfect equality of opportunity, for she 
as recognized special and exclusive rights first 
of Germany and then of Russia in their areas of 
activity, more paroculariy those rclatmg to rail- 
ways and mmes. What these rights may eventually 
be claimed to include, no one can at present fore- 
tell, though It vv ould not be surprising if the cx- 
erasc of territona! jurisdiction and the imposition 
of discnminating taxation were demanded under 
them — at least by France, Should such rights be 
conceded, our trade interests would receive a 
blow, from vv hich they could not possibly recover. 

To sum up then, we find to-day m 6ima that 
the policy of the “open door,” the untrammclcd 
exercise of the nghts insured to Treaty' Powers 
by the treaty of Tientsin, and other treaties copied 
on It or under the most favored nation clause, is 
claimed by the mctcannlc classes of the United 
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States and other powers as essential to the Iiealthy 
c\tension of trade in China. We see, on the ocher 
hand, that the political interests and the geograph- 
ical relations of Great Britain, Russia and Prance 
to China have forced those countries to divide up 
China proper into areas or spheres of interest (or 
influence) in which they enjoy special rights and 
privileges, tlie ultimate scope of winch is not yet 
determined, and that at tlie same time Great 
Britain, in its desire not to sacrifice entirely its 
mercantile interests, is also endeavoring to pre- 
serve some of the undoubted benefits of the “open 
door” policy, but “spheres of influence” arc an 
accompUsbed fact, tins cannot be too much in- 
sisted on. This policy is outlined by Mr. Balfour 
in his Manchester speech of January lo, 1898. 

Such then being the condition of things, and in 
view of the probability of complications soon 
arising between the interested powers in China, 
whereby it will become difficult, if not impossible, 
for the United States to retain the rights guar- 
anteed them b^ treaties with China, what should 
be our immediate policy? To this question there 
can, it seems, be but one answer, wc should at 
once initiate negotiations to obtain from those 
Powers who have acquired zones of interest in 
China formal assurance that (i) they will in no 
way interfere within their so-called spheres of 
interest with any trean' port or with vested rights 
in it of any nature; (2) that all ports they may 
open in their respective spheres shall cither be 
free ports, or that the Chinese treaty tariff at the 
time in force shall apply to all merchandise landed 
or shipped, no matter to what nationality belong- 
ing, and that the dues and duties provided for by 
treaty shall be collected by the Chinese Govern- 
ment; and (3) that they will levy no higher harbor 
dues on vessels of other nationalities frequenting 
their ports in such .spheres than shall be levied on 
their national vessels, and that they will also levy 
no higher railroad charges on merchandise be- 
longing to or destined for subjects of other pow- 
ers transported through their spheres than shall 
be levied on similar merchandise belonging to 
its own nationality. 

In other words, wc should insist on absolute 
equality of treatment in the various zones, for 
equality of opportunity with the citizens of the 
favored powers wc cannot hope to have, in view of 
the well known methods now in vogue for secur- 
ing privileges and concessions, though wc should 
continually, by every proper means, seek to gain 
this also. 

Such understandings with the various Powers, 
and it is confidently believed that they could be 
reached at present, would secure an open market 


throughout China for our trade on terms of 
equality with all other foreigners, and would fur- 
ther remove dangerous sources of irritation and 
possible conflict between the contending powers, 
greatly tend to re-establish confidence, and pre- 
pare the way for concerted action by the Powers 
to bring about the reforms m Chinese adminis- 
tration and the strengthening of the Imperial Gos- 
ernment recognized on all sides as csscnual to the 
maintenance of peace. 

Great stress has been laid by British writers 
on the role of Russia in China which they con- 
tend is a “purely political and militaty' conquest” 
and who, “though she may mean to eventually 
build up a commerce, only wants for the present 
die Chinese seaboard and ports for strategic pur- 
poses.” (Colquhom. “China m Transfomiatioit." 
J16.) Lord Beresford says (32) that he was told at 
Niuchuang by the British residents diat "dicy re- 
garded Manchuria as really a Russian province 
. , . that though the Russians might not impose 
a tariff on goods just at present, they were placing 
themselves in such a powerful military posidon 
that they would be able to do so in the near fu- 
ture, , . . and the merchants considered their 
trade threatened by such exhibition of military 

E ower.” In the face of these apprehensions of the 
ritish merchants at Niuchuang, who were but 
feeling in their persons the discomforts and re- 
strictions which all foreigners may sooner or later 
have to experience when settled in the sphere of 
influence of some rival power, it is agreeable to 
have to record the opening of the port of Ta- 
licn-wan (near Port Arthur and an infinitely bet- 
ter port than Niuchuang, being below the line of 
winter and ice), to the merchant ships of all na- 
tions during the whole of the lease under which it 
IS held by the Emperor of Russia’s ukase of Au- 
gust 15th of this year. This I conceive will greatly 
help to allay fears and doubts as to Russia's atti- 
tude in China, and justifies the belief entenained 
that she would co-operate in bringing about such 
international understanding as is here outlined. 
The recent statement of a Russian writer inspired 
by a personage enjoying for years the friendship 
of the Emperor of Russia, that “the independence 
and integrity of China is a fundamental principle 
of Russia’s policy in Asia” (N. A. Rev., July, ’99, 
p. 16), may or may not be absolutely cortyct, at 
all events, it may well be taken as indicating the 
present trend of Russia’s policy, and seems to in- 
sure the friendly consideration at St. Petersburg 
of the arrangement here suggested. Whatever the 
ulterior object of Russia may be, its present one is 
unquestionably conciliation, for any haste might 
prove the spark which would cause the explosion 
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by wbicb the Qiintst Empire would be shattered. 

Nor docs the assent of Germany to the pro- 
posed agreement seem \crv doubtful, she has de- 
clared Kiaochao a free port and allowed a Chmese 
custom house to be established there, m pleasing 
contrast by the way wnh the illiberal and short- 
sighted polic)’ of Great Bntam which has expelled 
the Chinese custom house from the Kow loon ex- 
tension m front of Hongkong, and svhile she has 
insisted on certain exclusive minmg and railroad 
rights in her sphere of mterest, it seems highly 
probable that as German capital flows slower and 
slower into these enterprises, as tt undoubtedlv 
will as the vast requirements for long years to 
come of the already granted concessions are more 
exanlv determined, she will find it greatly to her 
adsantage to encourage and foster the enterprises 
of other nations 

No reference has been made to the way m which 
the Japanese Government would consider the 
propositions here suggested, because these meas- 
ures arc so clearly advantageous to Japan and so 
much in line w ith its own policy m China, that it 
must meet with its hearty approval 

It IS particularly imporunt for obvious reasons 
of both domestic and foreign policy that the inma- 
the for these negotiations should be taken bv the 
United States. Such a pobey cannot be construed 
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as favorable to any power m particular, but is 
emmendy useful and desirable for the commerce 
of all nations. It furthermore has the adsantage 
of insuring to the Umted States the appreciaaon of 
Chinese Gosemment, who would see m it a strong 
desire to arrest the disintegration of the Empire 
and w ould greatly add to our prestige and influ- 
ence at Pekmg 

France is the only doubtful country from w'hom 
some opposition might be anQapatcd, it being her 
well Imown policy in Chma to claim all implied 
jurisdictional rights wherever possible, but it is 
little bkcly that m this question, as in others, she 
would decline to listen to Russia’s advice and stand 
out in opposition alone. 

The prospect seems bright therefore at f fie pres- 
ent tiiojtiem of bringing to a successful conclu- 
sion the negotiations needed to attain the ends 
here indicated and which will, it u thought, relieve 
our commercial world from the just apprehension 
and perturbation m which recent events have 
thrown it, giving it equal treatment so far as com- 
merce and navigation go, with the subjects of any 
other Power 

Respectfully submitted, 

W. W Rockhni 

Washington, aSth of 
August, 1899 
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INTRODUCTION 


/. THE POLITICAL SCENE 


Theodore Rooscvele. From t9oi to ipto, the 
personally of Theodore Roosevelt dominated 
the American political scene. He was not 
quite 43 years of age when he was stvom m 
as President of the United States on Septem- 
ber 14, 1901 As a youth he had flirted with 
the Republican Mugwumps and had indicated 
a axst for reform But there was a cunous 
ambivalence in his character he could speak 
the language of somal change, and yet he 
could vote the regular Republican Dckets 
at election time He received his rewards in 
a long senes of appointive offices and m his 
election to the governorship of New York in 
1900 Roosevelt tvas an etciong personality — 
despite the paucity of his domestic achieve- 
ments— and he succeeded in captunng the 
fancy and good-wtll of the Amcncan people. 
He preached the strenuous life and himself 
hied It He was capable of coining fighting 
and dcrogatorv phrases, and this pleased the 
man m the street, he adopted a rigorous for- 
eign policy, and this fed the Amcncan na- 
tional ego In a certain sense, he did carty' out 
his own precept of “speak softly and cany 
the big suck ’’ For by strengthening the 
Amcncan naiy he was able succcssfullv to 
defy Getmanv and Japan and compel their 
recognition of the United States as a force 
not to be easily disregarded 
But m the domestic scene, Kooscvelt moi ed 
snth great caution He sought to wm oscr 
the confidence of the Republican party ma- 
chine, at the same time that he was making 
himself into a popular leader, WTicn Mark 
Hanna died early in 1904, all opposition to 
Roosevelt collapsed and reluctantly the party 
elders accepted Imii He was not to disap- 
point ibem until 1912 
Roosntli's Second Term Rooscs eft's first 


Congressional message, delivered on Decem- 
ber 3, ipoi, was an elaborate test in pubbe 
.affairs He called for a greater degree of regu- 
lauon of corporaDotts and trusts, the exten- 
sion of the powers of the Interstate Commerce 
Commission, an immigration policy, more 
reciprocity treaties, governmental encourage- 
ment 0/ a merchant marine, the conservation 
of natural resources, and the extension of the 
Qvi! Service. He obtained none of these meas- 
ures. Bur he did intervene to stop the con- 
tinuance of a cnpphng coal strike, and be did 
“take Panama” — as be himself later boasted. 
The Republicans were compelled to nominate 
him, w hen they met m naoonal convention m 
June, 1904, Charles W Fairbanks of Indiana 
was named as his running mate 
The Democrats, who had lost nvice tneh 
Bryan, sought a more conservative standard 
bearer and picked Alton B Parker, Chief 
Justice of the New York State Court of Ap- 
peals, as their nominee. The campaign ivns 
without incident and resulted in the redccoon 
of Roostri'clt with the greatest popular and 
electoral majonnes given to a candidate up 
to that time. Roosevelt received more than 
seven million popular votes to Parker’s five 
rmlbon, and 336 electoral votes to Parker’s 
140 Parker won only the Solid South The 
Socialists, again led by Eugene V Debs, polled 
almost a half million votes, and the Populists, 
this nmc with Thomas E. Watson of Georgia 
ns their candidate, obtained 117,000 votes. The 
Republicans also swept both houses of Con- 
gress So pleased was Roosevelt with his per- 
sonal triumph that on the night of the election 
he made a public announcement m which he 
declared that “under no circumstances ivdl 
1 be a candidate for or accept another nomi- 
nation ” 
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Despite this easy victory, again domestic 
accomphshment was small. Roosevelt’s two 
Congresses failed to pass bills calling for the 
followang- the rehabilitation of the merchant 
marine, currency and banking reform, the 
federal control of child labor, copyright and 
patent reform, and the hmitadon of the pow- 
ers of the federal courts in injunction pro- 
ceedings. Roosevelt had biting things to say 
about “the malefactors of great wealth”; but 
his Department of Justice did not overexert 
itself in the enforcement of the Sherman Anti- 
Trust Law. He excoriated the consen^ative 
judiciary, but he led no movement to protect 
human rights. Big Business came to flower 
during his administrations. 

The following were the slender achieve- 
ments of his Congresses: The Hepburn Act of 
1906 which further extended the powers of 
the Interstate Commerce Act, but failed to 
give the commission the right to fix the valu- 
ations of the railways, the Meat Inspection 
Act and the Pure Food Act, both also of 1906; 
the Employers’ Liability Act of 1908, affect- 
ing common carriers and relating to work- 
men’s compensation protection; an act, passed 
in 1908, limiting the hours of trainmen and 
telegraph operators working on interstate 
railroads; and an act, passed in 1907, pro- 
hibiting contributions to political campaign 
funds by industrial corporations. 

The Panic of ipo’j. One event appeared to 
darken, for a brief time, the pleasant skies 
under which Roosevelt lived. This was the 
financial panic which hit the country in the 
fall of 1907. Again, as in 1873 and in 1893, 
the outstanding cause was the primitive nature 
of the American banking sj'stem, the absence 
of proper control over reserves deposited in 
New York banks, and the manipulation of 
these by the great investment banking houses, 
had given spiu: to stock market speculauon. 
In 1907, as the business cycle turned down- 
ward, many brokerage houses and banks 
failed; country banks were hard hit; and they 
contracted their credit activities. The over- 
capitalized railroads once more began to fall 


like ninepins; and unemployment became 
severe. 

Roosevelt took a rather curious step to re- 
store confidence. On the advice of J. P. Mor- 
gan, he gave his approval to the purchase by 
the United States Steel Corporation of the 
Tennessee Coal and Iron Company, because, 
presumably, the latter was m danger. The only 
real result was the strengthening of the United 
States Steel Corporation’s control over the 
leadmg heavy industry in the United States. 
By the middle of January, 1908, the short de- 
pression had spent itself, and employment and 
expansion in business once more were re- 
sumed. The Republicans, therefore, could 
enter the presidential election of 1908 with 
confidence. 

Election of ipo 8 . Roosevelt dominated the 
Republican convention and named as his suc- 
cessor his personal friend and Secretary of 
War William Howard Taft of Ohio. James 
S. Sherman, a New York Congressman, was 
nominated for the vice presidency. The Demo- 
crats once more selected Brj'an and named 
James W. Kern of Indiana to run with him. 
Both Debs and Watson again became the nomi- 
nees of the Socialist and Populist parties, re- 
spectively. There was no uncertainty about 
the outcome despite the fact that Samuel 
Gompers, the president of the Amencan 
Federation of Labor, gave Bryan his support. 
Bryan did somewhat better than Parker, car- 
rying, in addition to the Solid South, all the 
Border states (except Alaryland) and the three 
Western states of Colorado, Nebraska, and 
Nevada. The electoral vote was 321 for Taft 
and 162 for Br)mn. Debs’s vote went up 
somewhat; Watson’s dropped sharply — and 
with it Populism disappeared. The Republi- 
cans also captured both Houses and seemed 
to be safely installed in Washmgton. Theo- 
dore Roosevelt, having seen his protege in- 
ducted in office, took his departure immedi- 
ately from the United States to hunt big 
game in Africa and to make a triumphal tour 
of the European capitals. 

The Taft Adviinistration. Roosevelt was 
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hat “his policies” were safe in Taft’s 
But Taft had neither the personal mag- 
1 nor the political skills of his prcdc- 
He M'as a big, jolly man— innately 
■vauve, and wiling to let the leaders of 
rt)' dominate his administration It was 
unhappy lot to reap the whirlwind 
loosevclt had sown His term in office, 
c some good work, ended in disaster, 
lublic confidence gone and the Repub- 
aarty rent by factional tjuarrels Theo- 
Roosevelt, it is true, had made Taft 
ent, but Theodore Roosevelt’s unre- 
d promises of a new day and a square 
;d to a general revolt — m and outside of 
alls of Congress — against Republican 

t conservatism was once more in the 
was apparent to all when — despite cam- 
pledges of tariff revision — the Repub- 
^ngress wrote the high proteedve Tar- 
c of 1909. Republican insurgents m the 
; — led by La Follette of Wisconsin — 
:d the bill for the shabby thing it was; 

tardy efforts at leadership were un- 
igi and it became law But the insurgents 
against it, and Taft’s public defense of 
leasure only made matten worse The 
swis, the Republicans lost the lower 
; to the Democrats in 1910 Insurgency 
the Western states, while Democratic 
nors were elected in Massachusetts, 
icticut. New York, Ohio, and New Jer- 
n Nesv Jersey, the new executive was 
resident of Princeton University, who 
ten bom in Virginia but who had gone 
to complete his studies and enter upon 
idemic career His name was Woodrow 
n 

: New Natiovalmii. A Congress thus 
xl Mas incapable of constructive labors, 
lext two j cars therefore were concerned 
the clanfication of part)’ issues and the 
ration of political manifestoes In fact, 
mar)’, 1911, the insurgents organized the 
nil Progressne Republican League and 
a declaration of principles which called 
complete oserliauling of the country’s 


domestic policy In addition to demanding 
better railroad, tanff, and corporanon legis- 
lation, the League spoke up for wise, com- 
prehensive and impartial reconstruction of 
bankmg and monetary laws, the conservation 
of coal, oil, gas, timber, water powers, and 
other natural resources belonging to the pub- 
he, and the enactment of legislaaon solely for 
the common good ” Government had to be 
returned to the people, and this was to be 
done through the direct election of Senators, 
the minative, referendum and recall, and 
presidential primaries 

Theodore Roosevelt was quick to see that 
the cause of his fnend Taft was a lost one. 
He had returned to the United States in June, 
1910, and had kept his counsel for a number 
of months And then on August 31, 1910, m 
an address delivered at Osowatomie, Kansas, 
he joined the new legions of reform, in fact 
more, he offered his Icadenship What the 
country needed M'as a New Nanonabsm gov- 
ernment had to participate actively m the 
social and economic hfe of the nanon And 
this ivas his creed 

I stand for the square deal But when 1 say 1 am 
for the square deal 1 mean not merely that I stand 
for fair play under the present rules of the game 
but that I stand for having those rules changed 
so as to work for a more substantial equality of op- 
portunity and of reward for equally good service 

In the light of these utterances, the insur- 
gents called upon Roosevelt to join hands 
with them formally Roosevelt replied eva- 
sively, but he gave his blessings to La Fol- 
Ictte’s candidacy for the Republican nomina- 
tion In 1911 the La Follette campaign was 
launched and it won tvide approval, and so 
successful was it that Roosevelt began to take 
insurgency senously. He let it be known he 
would not be averse to running agam; and in 
February, 1912, a group of his fnends ap- 
peared to urge him to do so Later m the 
month Roosevelt announced his “hat was in 
the nng” In other words, he was ready to 
abandon both Taft and La Follette In this 
fashion, the hnes were drawn for the struggle 
over the Republican nomination of 1912. 
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THE NEW FREEDOM 


BIG BUSINESS AND FINANCE CAPITAL 


What had caused this rising of America’s 
middle classes? Adost important was a grow- 
ing awareness of the fact that the country’s 
economic life was being dominated by Big 
Business, and its banking institutions and 
money markets by Finance Capital. 

Consolidations in Business. After the de- 
pression of 1893-97, the processes of corpo- 
rate consolidation and business integration had 
been pushed energetically, with leadership 
not in the hands of enterprisers themselves 
but in those of investment banking houses. 
During the three years, 1899 to 1902, when 
the movement was at its height, 79 huge in- 
tegrations were completed with a combined 
capital in excess of four billions of dollars. 
The greatest of these was the United States 
Steel Corporation, set up in 1901 and having 
a capitaliscation of one billion dollars in com- 
mon and preferred stock and almost half a 
billion dollars m bonds. This was the coun- 
trj^’s first billion dollar corporation; and it 
controlled, virtually in a complete monopoly, 
the production of the heavy steel and a good 
part of the light steel output of the United 
States. Whether a monopoly or not, in the 
formal sense. United States Steel’s price lead- 
ership was iccognizcd by all Amciican steel 
companies for the next two decades. Steel 
prices were “managed”; and monopoly profits 
wcic so great that the 50 percent water in 
United States Steel’s securities was got rid of 
in less tlian fifteen years. 

Other giant corporations put together by 
J. P. Morgan and Company and others were: 
the Amalgamated Copjier Company, the 
American Tobacco Company, the American 
Woolen Company, the General Electric Com- 
pany, the American Car and Foundry Com- 
pany, the United States Leather Company, 
the United States Rubber Company, the In- 
ternational I’aper Company, the Diamond 
Match Company, and the National Biscuit 
Company. Ily 1904, almost every field in 


American heavy industry and many in light 
industry were dominated by these new great 
corporate powers. In 1904, John Moody, 
writing in his Truth about the Trusts, found 
that there existed in the country 318 industrial 
corporations with a combined capital in excess 
of seven billions of dollars. On his list were 
10 with capitalizations of 100 million dollars 
or over; and 128 with capitalizations of 10 
millions or over. All but 82 of these new 
corporations had appeared between Januarj', 
1898 and January, 1904. More than half of 
these corporations controlled price and pro- 
duction policies in the industries with which 
they xvcrc associated. 

It is true chat by 1904 this movcnicnc had 
largely spent itself. The reasons arc interest- 
ing: (1) Most of the goals of the promoters 
had been achieved; in other words, all the 
significant industries capable of integration 
were already organized. (2) The greater part 
of the companies thus created were heavily 
overcapitalized, and their inability to earn 
profits on watered stock and fictitious values 
led to a growing distrust on the part of the 
investing public. In October, 1903, the securi- 
ties of 100 of these new consolidations showed 
a shrinkage of 47 percent from their top 
prices. (3) In 1903 the Bureau of Corporations 
had been established by Congress and, while 
it had no judicial powers, its investigations did 
expose many of the more unsavory monopoly 
practices. (4) And, in 1904, the Supreme 
Court finally acted and used the Sherman 
Anti-Trust Law to order the dissolution of 
the Northern Securities Company — a railway 
holding company jmt together by the uvo 
great investment banking houses of J. P. Mor- 
gan and Company and Kuhn, Locb and Com- 
pany. 

The Stipreiue Court. It xvas not until 1911 
that the Supreme Court took cognizance of 
the existence of industiial monopoly. In that 
year, it handed down two decisions in xvhicli 
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It found that both the Standard Oil Company 
of New Jersey ind the Amencan Tobacco 
Company were combmanons m restraint of 
trade under the Sherman Law The Court 
was troubled, howes'cr, by the too stveeping 
nature of the restraints to be found m the 
Sherman Act, “the exercise of judgment” wm 
therefore necessary Hence a "rule of reason 
was required, and the only agency that might 
employ It wis the Court itself Thus, two 
of the largest holding companies m the coun- 
try were broken up and competition again, 
presumably, reigned in oil and robacco Of 
course nothing of the sort occurred, for the 
same persons who had dominated the holding 
companies were now in charge of the smaller 
companies, nor did prices go down It was 
no vuondcr that reformers were not impressed 
over what President Taft hailed as a great 
victory 

The Investment Bankers Attention has been 
called to the leading role played by the m- 
vestment banking houses in the creation of 
these new monopoly groups Greatest of these 
was the house of J P Morgan and Company, 
which had originated as early as 1837, but 
ivhich had not become important until the 
1R80S when Morgan had entered the field of 
railroad refinancing. In 1887, the Morgan firm 
rchabihrated the Baltimore and Ohio, in 1888, 
It became prominent in the destinies of the 
Chesapeake and Ohio, and in 1893, it created 
the Southern Railway Company During the 
depression of 1893-97, reorganized, recapi- 
talized, and came to dommate many of the 
great railways sj’stems of the United States 
In the nineties, the Morgan firm turned to 
heavy industry and created a great rival to 
the Carnegie Steel Company in the newly 
formed Federal Steel Company The contest 
between Federal Steel and Carnegie Steel led 
to the creation of the United States Steel 
Corporauon of 1901 In the early 1900s, the 
iMorgan firm also became an imponant influ- 
ence in the destinies of the following huge 
corporations the International Harvester 
Company, the General Flectnc Company, the 
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American Telephone and Telegraph Com- 
pany, the Western Umon Telegraph Com- 
pany, and the International Mercanule Manne 
Company 

What alarmed Amencans more than any- 
thing else was the grovnng commumty of m- 
terest between the investment bankers on the 
one hand and the country’s fiduciary and 
bankmg insatuoons on the other For not only 
did the Morgan partners sit on the boards of 
directors of railroads, industrial corporations, 
and communications ^sterns, they also seemed 
to be controlhng the largest insurance com- 
panies, the trust companies, and the commer- 
cial banks of America Morgan partners were 
to be found on the boards of the Mutual Life 
Insurance Company, the New York Life In- 
surance Company, and the Equitable Life As- 
surance Company, the Manhattan, Bankers, 
and Guaranty trust compames, and the Chase, 
Liberty, Hanover, and Astor national banks 
In all, Morgan and his partners held 77 Inter- 
locking directorates in 47 of the greatest finan- 
cial, industrial, and transportation corpora- 
tions in the country The total capitalization 
and resources of these compames came to ten 
billions of dollars 

Other such communities of interest were 
dominated by the Rockefeller fortune, oper- 
ating through the Naoonal City Bank of New 
York, by George F Baker, the president of 
the First National Bank of New York, by 
Kuhn, Loeb and Company, headed by Jacob 
H Schiff, and by the Boston houses of Lee, 
Higginson and Company and Kidder, Pea- 
body and Company 

The P«/o Committee Investigation Upon 
these, the Pujo Committee — a subcommittee 
of the Democratic House’s Committee on 
Banking and Currenc)’— descended in Afay, 
1911. It made a searching examination of the 
communities of interest exisung and it found 
a rcsulnng concentration of credit and money 
This had been brought by the following 
methods mergers of competitive banks and 
trust companies, purchase of stock in com- 
petitive banks; interlocking directorates; the 
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extension of banking influence into insurance 
companies, railroad companies, and public 
utilities; and syndicate financing of security 
issues. The Pujo Committee came to this con- 
clusion: 

Your coinniitccc is satisfied from the proofs sub- 
mitted . . . that there is an establislicd and well- 
defined identity and community of interest be- 


tween a few leaders of finance . . , which has re- 
sulted in great and rapidly growing concentration 
of the control of money and credit in the hands 
of these few men. 

It was inevitable that the revelations of the 
committee, as they were made from day to 
day in the public press, should play a large 
part in the mobilization of public opinion 
and in the outcome of the election of 1912. 


s. OTHER INFLUENCES ON THE REFORM 

MOVEMENT 


The reform movement had also drunk at 
other springs. Reform had first appeared in 
the states and had gained notable victories. 
Led by men like Robert La Follettc in Wis- 
consin, it had fought and broken the alliance 
between Big Business and machine politics, 
had passed welfare legislation, and had estab- 
lished direct government. Socialism, too, was 
making its message known to the United 
States. Joined by many native born Ameri- 
cans, and penetrating deeply into the trade 
union movement, it was educating Americans 
in the greater progress European countries 
were making in the fields of social legislation. 
The Socialists possessed a very capable press 
which, in dailies, weeklies and monthlies, was 
going out regularly to hundreds of thousands 
of American urban and rural homes. 

The Mitekrakers. Not least among these 
forces were the so-called Muckrakers, who 
wrote sensational articles of “exposure” in 
the new and cheap popular magazines. They 
had been given their name by Theodore 
Roosevelt in 1906, and he had used the term 
invidiously, I'he time had come for a halt on 
rhe mere collection of unsavory facts about 
business and government; let us, said Roose- 
velt, turn our attention to constructive work. 
But there was no denying that public en- 
lightenment could not have advanced very 
far had it not been for the sensational talcs 
of these young magazine writers. Encouraged 
by the editors of magazines like McClure's, 


Everybody's, Collier's and the Cosuiopolitati, 
the Muckrakers went up and down the land 
and pried into the doings of the big corpora- 
tions and public officials. They wrote artielcs 
of corrupt franchise sales, the fraudulent let- 
ting of contracts, payroll padding; of tlic 
slums and of the suffering of the poor; of tlie 
alliance of the police with vice. They visited 
state capitals and came back with talcs of the 
influence of lobbyists, the bribing of legis- 
lators, and the workings of the “invisible 
government” of machine politics. They looked 
into the conduct of business enterprise and 
exposed worthless stock schemes, dishonest 
insurance companies, and the monopoly prac- 
tices of great companies. 

Outstanding among these exposds was Ida 
M. Tarbell’s History of the Standard Oil 
Covipany, which McClure's began to print in 
1903; Lincoln Steffens’ Shame of the Cities, 
printed in McClure's in 1904; Ray Stannard 
Baker’s Railroads on Trial, also in McClure's 
in 1905 and 1906; Thomas W. Lawson’s 
Frenzied Finance, in Everybody's in 1905. 
Novelists took up the tale, and a series of 
important social documents came from the 
pens of men like Upton Sinclair, whose Jwigle 
(1906), was concerned with the Qncago 
stockyards, Frank Norris’s Octopus (1901), 
which told of the struggles of the farmers 
against the domination of the Southern Paci- 
fic Railroad; Winston Churchill’s Coniston 
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(1906), which had to do with the pohtical 
processes of a New England state. 

This company was joined by political and 
soaal theorists, ss ho began to explain the need 
for the assumption of a greater responsibility 
on the part of the government toward busmess 
and the social processes Among these were to 
be found Herbert Croly's Proimse of Amert- 
cm Life (1909), Walter Lippmann’s A Pref- 
ace to Politics (1913), WsJter Weyl’s Nero 
Democracy (tgii), and Jane Addams’ The 
Spirit of Youth and the City Streets (1909). 

Accotiiplishments These pressures had 
their effect, and there began to appear on state 
statute books many reform acts, which had to 
do with the extension of direct government, 
the more careful supervision of corporare 
practices, and welfare legislation Character- 
istic of the first uere laws establishing the 
direct primary, the initiative and referendum, 
and the lecaW of cfcctive officiais Legisfators 
were being held responsible for the naming of 
United States Senators chosen by the people 
themselves, and in 191 j, the Seventeenth 
Amendment, for their popular elecQon every- 
where, went mto effect Similar progress bad 
Iicen made in connection with the grant of 
the franchise to women in state elections, in 
1910, the Nineteenth Amendment, givmg all 
women the vote, was proclaimed 
Reformers also sought to attack corporate 
prh’ilegc in the states by passmg antilobbying 


laws, laws controlhng the grantmg of fran- 
chises, and law's creating pubhc utiliaes com- 
missions, to regulate the pracnces of transpor- 
tation, electric, gas, and water compames. The 
number of state eltfcDve officials w'as reduced, 
the executive budget was created, and the 
civil service was extended Mumcipal govern- 
mental processes similarly w'ere improved, 
home rule w-as granted to many cities, new 
charters were written, providmg for the cen- 
tralization of responsibility in the hands of 
small elective commissions, and city manager 
plans, executive budgets, the standardization 
of salanes, and pubhc letting of contracts 
were widely adopted The mumcipal owner- 
ship of water supply system, gas and electric 
plants, and transportation facibnes became 
common. 

Finally in many of the states, welfare legis- 
laDon began to make its appearance These 
new codes included worltmen’s cwnpensation 
law-s, laws raising the ages of entry of chil- 
dren into industry, laws fixing maximum 
hours of work for children, women, and even 
men, minunum w'age laws for w’omen, safety 
and health codes, mothers’ assistance acts to 
furnish pubhc aid to dependent children, and 
old age pension laivs This was trail-blazmg 
of a significant character. Another two dec- 
ades were to elapse, however, before the Fed- 
eral government was to enter the field of 
social legislation. 


4. THE WORKERS 


The American P cdcration of Labor During 
this penod, the trade union movement was on 
the defenshe. Tlie Amencan Federation of 
I.3l)or had got off to a good start, m the late 
iKSos, when it was able to claim the affiliation 
of twcKc national trade unions with a mem- 
bership of i,jo,ooo Samuel Gompers, who 
contmued to be elected president of the A F 
of annually until 1924 (except for the 
tingle jear 1S94), was the nioienient's un- 


contested leader and source of inspiraoon. 
Trade unions — largely based upon the crafts 
— were to be free and independent associa- 
tions, they were to eschew' government aid, 
they were to take care of their otvn un- 
employed, sick, aged, and needy through 
friendly benefits, and they were to be mdi- 
tant. Using the weapons of the strike and 
boycott, the unions were to fight for recog- 
nition— through the trade agreement and the 
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closed shop — and for higlier wages and shorter 
worlcing hours. This was “pure and simple 
trade unionism” to Gomper’s enemies, for 
American craft umonism had neither a po- 
litical program nor a radical ideology. This 
was the principle of voluntarism; it remained 
at the heart of American trade union theory 
and tactics until 1935. 

The A.F. of L unions made notable ad- 
vances from 1893 to 1907. They won eight- 
hour day contracts in many industries; suc- 
ceeded in writing trade agreements; and some- 
times even obtained the recognition of the 
umon shop. By 1900, the A.F. of L. unions 
claimed a membership of 550,000; by 1905, 
this had grown to 1,600,000, in 90 naaonal 
artd international bodies. But from 1907 to 
1914, trade unionism made no headway. The 
great corporanons were able to fight back 
effectively, and they met fire with fire. They 
locked out workers; banded together to resist 
the union shop, and appealed — successfully — 
to the courts, through injunctions, to stop 
boycotts and halt strikes. Unions were even 
sued for damages under the Sherman Anti- 
Trust Law and, as a result of the Danbury 
Hatters case, even the property of workers 
themselves was attached in satisfaction of 
one such judgment. This so-called open-shop 
movement was successful, so that, in 1914, 
A.F. of L. unions had only 2,000,000 mem- 
bers. Unionism had made no progress in the 
metals and machinery industries, in meat pack- 
ing, water transport, and oil refining. 

American trade unionism had displayed 
structural weaknesses as well. Organization 
on the basis of crafts inevitably led to juris- 
dicnonal disputes betiveen the unions them- 
selves. This was true not only of those indus- 
tries where a certain degree of skill continued 
to exist; It xvas more particularly so of those 
where technological advances had wiped out 
all the lines of demarcation between crafts. In 
these so-called mass production industries, 
uniom'sm got nowhere Industrial unionism 
was the only answer; and this did not appear 
until the 1930s. 


Socialism. Upon the inadequacies of the 
labor movement, the growing disparities bc- 
nveen wealth and povert}% and the inabiliw 
of real wages to climb — for the first time in 
American history — radicalism thnvcd. Social- 
ism grew by leaps and bounds. It was revision- 
ist and gradualist; it had the inspiring leader- 
ship of ’Gene Debs, it had a fine press and 
an e.xcellent youth orgamzaoon. In 1910, it 
elected a mayor of Alilwaukee and sent the 
first Socialist Congressman to Washington. 
In 1912, Debs polled almost a million votes. 
Socialist officials were no longer rarities and 
were to be found everyxvhere in the United 
States in state legislatures and municipal coun- 
cils. It appeared that here was Amenca’s third 
party movement finally and permanently 
emerging. 

The I.IV.W. Farther to the left was an- 
other home-grown radical organization, the 
Industrial Workers of the World. Appearing 
in 1905, the I.W.W. espoused a syndicalist 
philosophy, that is, the revolutionary organ- 
izauon of workers into industrial unions to 
preach the class struggle and to organize the 
future classless society. The I.W.W., like all 
syndicalist movements, was hostile to the 
state, and therefore refused to enter politics. 
Its leaders were fearful of the effects of in- 
dustrial collaboration, and would sign no trade 
agreements. Their chief tactic was sabotage, 
their “myth” the general stnlce. Under such 
relentless pressures, capitalism would succumb 
and the “syndicates” xvould take over. 

The I.W.W. made its strongest appeal to 
the migratory workers of the Far West; the 
tmorganized workers of the South; and the 
new immigrants from southern and eastern 
Europe. It waged many aggressive strikes and 
some of Its huge demonstrations took on the 
aspect of mass uprisings. Meeting with suc- 
cesses among the metal miners and lumber- 
camp workers of the Far West, it moved cast 
in the 1910s and appeared among the steel 
workers of Pennsydvania and the tc.xtile work- 
ers of Paterson, New Jersey, and Lawrence, 
Alassachusetts. Because it was a revolutionary 
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movement, it vtas savagely resisted But it had unions, and its membership svas floating and 
a fatal ueahness it could not bmid stable transitory 

5 . THE NEW FREEDOM 


The Eleclwn of lyia Out of such a back- 
ground of discontent and unrest emerged the 
Nesv Prccdom The deep division in the ranks 
of the Republicans indicated that now, for 
the first nme in nvo decades, the Democracy 
once more had its opportumty 
The Republican convention met m June, 
1911 The delegations pledged to Roosevelt 
were given short shrift and the hand-picked 
Taft supporters were seated Taft and Sher- 
man were renominated The platform paid no 
attention to the clamor for change and sought 
the support of the electorate on the basis of 
Taft’s achievements m office. 

The Democrats assembled at the end of 
June in Baltimore, where immediately a bitter 
contest developed between the backers of 
Champ Clark, Democratic speaker of the 
House, and Woodrow Wilson, New Jersey’s 
governor. Diyan stood on the sidelines (hop- 
ing that the supponers of the two leading 
candidates would remain deadlocked), but 
when he saw Tammany Hall switching its 
support to Oark, he turned to Wilson Be- 
cause the rules of the Democranc convention 
still required a two-thirds vote for a choice. 
It was not until the fort)'-sixth ballot that 
Woodrow Wilson was named for the presi- 
dcnct’ Governor Thomas R Marshall of In- 
diana was nominated as his running mate The 
platform was a Biyan document and had 
something in it for every- reformist group 
On August 5, the Roosevelt supporters 
assembled at Chicago for the purpose of 
creating the Progressive partv Roosevelt was 
nominated by acclamauon and to tun with him 
Hiram W. Johnson, California’s reform gov'- 
emor, was chosen TTic Progressive platform 
called "A Contract vnth the People’’ — was 
not very much unlike that of the Democrats, 
etcept that it was more solemnly phrased and 


spoke m the language of high evangebcal 
endeavor 

It was plain that Taft was out of the run- 
ning; the contest was betw-een the Democranc 
and the so-called Bull Moose forces, and it 
was wordily waged Roosevelt called for a 
strongly organized central government, which 
was to act as the reforming agency Wilson 
placed his faith in the states Roosevelt re- 
garded the processes of concentration and 
corporate activity as inevitable, but he advo- 
cated the stnetest governmental supervision 
to protect the consumer and the small busi- 
nessman. Wilson was not opposed to Big 
Business, but only to those concerns that had 
established monopolies, these had to be broken 
up Small business, following Louis D Bran- 
deis, he regarded as the normal, Big Business 
was suspect There was an imponant differ- 
ence m philosophy here, but Wilson’s vva.s 
much harder to realize than Roosevelt’s. The 
electorate made little effort to differentiate 
between the two, Roosevelt’s “New Nanon- 
alism” and Wilson’s “New Freedom” sound- 
ing very much the same to untrained ears It 
IS doubtful if the mdependents voted for 
either, for Debs’s large vote indicated that 
here is where the real protestants went. 

Wilson was elected to the presidency, al- 
though he obtained only a plurality of all the 
ballots cast, Wilson’s popular vote was 6,286,- 
000, Roosevelt’s 4,126,000, Taft’s 3484,000, 
and Debs’s 987,000 The electoral vote which 
made Wilson President was as follows Taft 
8, Roosevelt 88, and Wilson 435 The Demo- 
crats, too, swept the Congressional and Sena- 
tonal elecDons for the first time since 1892 

Stale Jnterventwmsni. The implementarion 
of the New Freedom marked a landmark in 
Amencan public aflfairs it was the beginning 
of state intcn’entionism on a large scale Un- 
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dcr Woodrow Wilson, government seemed 
to move over the wliole economic landscape 
to regulate and control. Not quite the whole: 
for while labor — it was assumed — was to be 
protected from the injunction and child labor, 
presumably, was outlawed, not even a start 
was made in the field of social insurance. To 
this e^tent, it may be said that the New Deal 
took up where the New Freedom left off; and 
only then was completely realized the origi- 
nal program of the social reformers of the 
first decade of the twentieth century. 

Tnrijf of ipi^. In his First Inaugural, Wil- 
son pledged his administration to the support 
of three major domestic policies, tariff revi- 
sion, banking and currency reform, and addi- 
tional trust legislation. In less than a year 
and a half, acts covering these subjects were 
passed; they represented achievement of the 
highest order. The so-called Underwood Tar- 
iff Act of 1913 revised sharply downward 
most of the rates in all its fourteen schedules. 
In all there were reductions on 958 items; 
and an over-all cut of 10 percent from the 
average of duties in the Tariff Act of 1909. 
This was moderate protectionism, to be sure, 
but it was a protectionism that sought to 
cover only infant industries; and the act’s free 
list, particularly of daily necessities and of 
articles in common use by farmers, was very 
large. Finally, it was the first tariff law to 
incorporate an income tax, which had been 
authorized through the ratification of the Six- 
teenth Amendment in 1913. 

Federal Reserve Act, Next came the writ- 
ing of the Federal Rescr\'e Act, which Presi- 
dent Wilson signed on December 23, 1913. 
The inadequacies of the national banking sys- 
tem, by this time, had been generally recog- 
nized by legislators, bankers, and business- 
men. It had provided the country with an 
inelastic currency; the reserve s)"stcm it had 
set up was largely a fictitious one; and it had 
no machinery — through the rediscount rate 
and open market operations — to control the 
booms and depressions of the business cycle. 

Following the panic of 1907, Congress had 


sought to write new financial and monctarx- 
legislation; and it had passed the Aldnch- 
Vreeland Act of 1908. Tlie most unportant 
part of this laxv was the provision for the 
creation of a National Monetary Commission 
to be made up of Senators and Congressmen. 
This commission, under the chairmanship of 
Senator Aldrich, from 1908 to 1912 made a 
series of elaborate examinations into the bank- 
ing and currency systems of European na- 
tions, and it prepared a bill which had some 
influence upon the final shaping of the Fed- 
eral Reserve Act. 

The new banking law was largely written 
by the House Committee on Banking and 
Currency, of which Carter Glass was chair- 
man. First introduced in June, 1913, a com- 
pleted measure emerged in less than six 
months. The outstanding characteristics of 
the Federal Resen'c System, thus created, 
were the following: (i) There were to be 
twelve federal reserve banks as against a cen- 
tral bank. (2) There was to be an clastic 
currency based on commercial and agricul- 
tural paper. (3) There was provided the mo- 
bilization of reserves in the federal reserve 
banks, which made them, as Glass said, “in- 
stead of private banks in the money centers, 
custodians of the reserve funds of the nation." 
(4) Government money (federal rcscivx 
notes), in place of the bank notes of the 
former national banking system, was to be 
the basis of the country’s currency. (5) The 
federal reserve banks were invested with the 
rediscount function, so that member banks 
were in a position to sell their commercial 
paper and government securities to these 
agencies; and the reserve banks, by raising 
and lowering their rediscount rates — and the 
reserve requirements — could contract and c.x- 
pand the flow of commercial credit. Also, 
the federal reserve banks might engage in 
open market operations, and they were to 
issue the federal reserve notes. The whole 
system was placed under the control of a 
Federal Reserve Board of seven members, two 
of whom were to be the Secretary of the 
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Treasury and the Comptroller of the Cur- 
rcnc>' and the other five were to be appointed 
for ten year terms by the President with the 
consent of the Senate For the first time, some 
attention was paid to the needs of the agri- 
cultural communities of the country for an 
expndcd credit. The rediscount penod for 
commercial paper wais to be three months, 
but for agncultural paper it was to be s« 
months 

Amt-Tnist Legislation On January 20, 
1914, President Wilson once again appeared 
before Congress, this time to ask for the vin- 
dication of his campaign pledges concerning 
the trusts, and more particularly for legisla- 
tion to establish free competition once mote 
in the American business life. The keystone 
of the President’s trust program was the prop- 
osition that "private monopoly is indefensible 
and intolerable.” Congress immedutcly com- 
plied and m September, 1914, it passed the 
Federal Trade Commission Act and m Oao- 
ber, 1914, the Clayton Anti-Trust Act. 

The Federal Trade Commission Act abol- 
ished the Bureau of Corporations and in its 
place created an agency which Mas to have 
both iniesugativc and rcgulatoty poM-ers It 
could conduct investigations on its omti ac- 
count or at the retjucst of the President or 
Congress. As a regulatory body, it was em- 
poMcred to declare “unfair methods of com- 
petition and commerce" illegal Having de- 
tcmiined that such unfair methods existed, 
upon complaint, it could issue “cease and 
desist orders,” M’hich M'cre enforceable in the 
federal courts It is to be observed that crim- 
inal or cinl penalties for violations of the 
commission's orders m ere not incorporated in 
the act, rather, it uas the intention of Con- 
gress to utilize the commission, through in- 
vestigation and publicity, for the purpose of 
establishing the existence of pracnces that 
Mere curtailing “cfTectiie competition” Once 
iinlau-ful restraints of trade Mere indicated, 
the goiemment had at its command the Sher- 
man Law and the neudy enacted Qayton Law 
as pumtiie deuces 


The Clajnon Law was, in effect, an amend- 
ment to the Sherman Law and it contamed 
principally three distinct sets of provisions 
(1) It prohibited certain corporate practices, 
notably those that had to do xvith mtctloclang 
directorates m industrial corporations and 
banks (2) It prescribed remedies for relief 
(3) And It e-xcepted organized labor from the 
provisions of the anti-trust laws The labor 
provisions of the act were to be found in 
Sections 6 and 20 Section 6 was hailed as 
trade unionism’s Magna Carta, because it de- 
clared that “the labor of a human being is not 
a commodity or article of commerce, nothing 
contamed in the ann-trust Ian'S shall be con- 
strued to forbid the existence and operation 
of labor, agncultural, and horticultural or- 
ganizations” Section 20 sought to protect 
workers from the mdiscnminate use of m- 
junctions by the federal courts Unfortu- 
nately, in the twenties, the federal courts and 
more particularly the Supreme Court found 
big enough loopholes in both the sectiom! 
to render them virtually nugatory It was not 
until the passage of the Noms-La Guardia 
Ann-In)unction Law of 1932 that labor was 
finally given adequate defenses against legal 
abuses, and not until the passage of Section 
7(a) of the National Industrial Recovery Act 
of 1933 and the Wagner Labor Relations Act 
of 1935 that the independence of trade umon- 
ism in the United States M’as finally recog- 
nized 

Farm Le^slation Nor did the Neu’ Free- 
dom neglect the needs of the farmers The 
Federal Resen'e Act had given attention to 
their demands for more short-term credit 
facilities The Federal Farm Loan Act of 1916 
created a machinery for the financing of their 
long-term credit requirements Patterned after 
the Federal Reserve System, the Federal 
Farm Loan System set up 12 federal land 
bank-s, m as many distnets, which U'cre to 
help finance the activities of cooperative farm 
loan assoaations and joint-stock land banks. 
Xiach farmer could borrow up to 50 percent 
of the value of his land and 20 percent of the 
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value of his permanent improvements. Fmally, 
in 1923, Congress rounded out this program 
when it established the federal interme- 
diate credit banks, to rediscount agricultural 
paper and to lend directly to farm coopera- 
tives. 

In addition, Wilson’s Congresses passed the 
La Follette Seamen’s Act of 1915, which was 
a charter of liberties for America’s seamen; 
the Keating-Owen Child Labor Act of 1916, 
which was designed to prevent the entry into 
interstate commerce of the products of child 


labor, and the Adamson Law of 1916, ivhich 
established the eight-hour day on interstate 
railways. The NewTreedom might have con- 
onued exploring other fields, but dark clouds 
were forming over the skies of Europe, and 
before long the world was plunged in a san- 
guinary war. Although the United States pro- 
claimed Its neutrality at once, it was inevitable 
that Washington should be involved m Avar 
questions. An examination of the foreign poli- 
cies of Roosevelt and Taft is in order first, 
however. 


6. FOREIGN AFFAIRS UNDER ROOSEVELT, 
TAFT, AND WILSON 


Foreign Policy Under Roosevelt. In his 
relations with other nations, Theodore Roose- 
velt pursued an aggressive course. He de- 
fended and extended the Monroe Doctrine, 
he acquired the Panama Canal, he intervened 
actively m African and Asiatic affairs, and 
he built up the American naiy until its power 
was second only to Britam’s. When Roosevelt 
left the White House, these t\\'o precepts had 
become the common coin of American for- 
eign policy. The United States, Avith economic 
interests dl over the Avorld, Avas an interna- 
tional poAver, Avhose spokesmen Avere entitled 
to an .equal place at the council tables of the 
world. And the United States Avas sovereign 
in the Western Hemisphere, it AA'as to us that 
Europe might look for the maintenance of 
the peace and the discharge of their financial 
obligations by Latin American nations. (This 
meant intervention, of course, and it took 
almost a quarter century before the United 
States Avas ready to recognize it had erred 
when it claimed this right.) 

Panmna. In 1902, Avhen European PoAvers 
threatened to land in Venezuela to force the 
satisfacuon of the financial claims of their 
nationalists, Roosevelt at once interceded and 
compelled the establishment of an arbitral 
machinery. Panama, also, had his constant at- 
tention. Reference has already been made to 


the fact that Great Britain had consented 
to a revision of the earlier Qajmon-BulAver 
Treaty of 1850, under Avhich any isthmian 
canal constructed by either the Umted States 
or Great Britain Avould be jointly controlled 
and would be neutralized for the sendee of 
all nations. In February, 1902, the Hay- 
Pauncefote Treaty between the nvo coun- 
tries Avas ratified under Avhich the early con- 
vention Avas abrogated and the Umted States’ 
exclusive rights in the building and fortifica- 
tion of a canal Avere recognized. 

MeanAA'hile, a French company had begun 
the construction of a canal across the isthmus, 
but It had gone into bankruptcy. Its proper- 
ties and claims had been taken over by the 
so-called NeAv Panama Canal Company, Avhich 
had placed a value of $110,000,000 on its 
rights. But Congress was much more respon- 
sive to the idea of building across Nicaragua; 
and, in fact in 1902, the House had passed a 
measure authorizing such a project. Roosevelt 
himself favored Panama; brought pressure to 
bear on Congress; and Congress, in turn, 
yielded. In June, 1902, it passed an act Avhich 
authorized the purchase of the Netv Panama 
Canal Company’s claims for $40,000,000 and 
the opening of negotiations Avith Colombia 
for the acquisition of perpetual control of a- 
canal zone at Panama. But Colombia noAV be- 
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gan to delay and emneed no interest in the 
raDficatJon of a convention with the United 
States It was at this point that Roosevelt in- 
tervened. The province of Panama, in No- 
vember, 1903, revolted and was immediately 
recogniaed as an independent nation by the 
Umted States. The histot)' of this uprising is 
somewhat obscure, but there is no doubt that 
the immediate appearance of American war- 
ships on the scene prevented the Colombian 
army from effectively coping with the in- 
surgents In any case, on November 18, 
Panama formally signed a treaty with the 
United States. 

The United States recognaed Panama. In 
return we were granted m perpetuity the 
use of a Canal Zone ten mdcs wide, the Re- 
public of Panama transferred to the Umted 
States the properties of the New Panama 
Canal Company and the Panama Railroad 
Company, and Panama was to receive Jio,- 
000,000 in gold and an annuity of $150,000 
Construction was commenced in 1907 and 
seven years later the first ocean steamer passed 
through the completed Panama Canal It had 
cost Ac United States $175,000,000 to build 
and another $113,000,000 to equip vnth mili- 
tary and naval defenses The protection of the 
seaways leading to Ac Canal continued to be 
Ac basis of American interest in Ac Canb- 
bean region 

The Roosevelt Corollary. It was because 
of this prcoccupaoon that Roosevelt, dunng 
1904-5, was to enunciate the so-called Roose- 
velt &rolIary of the Monroe Doctrine As 
a result, for twenty-five j'cars, Latin Amcn- 
can countnes connnued to regard Ac Umted 
States vnth hostilitv- In effect, the corollaty 
meant that the United States assumed com- 
plete responsibility for the maintenance of 
civnl order and the protection of property 
rights, European as well as American, m the 
Western Hemisphere, the Monroe Doctnne, 
said Roosevelt, forced the United States "to 
the ctercise of an international police power." 

Tlie outbreak of a senes of insurrections 
in the Dominican Republic, betucen 1899 and 
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1905, bad encumbered Ae government wiA 
a great debt, two thirds of which was held 
in Europe The inabihty, or Ae failure, of 
Ac Donumcan government to service Aese 
obligations led to continued pressures by 
European nations on Ae Donumcan officials 
These threatened to mtervene, and Ae im- 
pending crisis prompted Roosevelt, m his 
Congressional message of Dtctmbet 1, 1904, 
to enunciate his doctrine. The Donumcan 
Republic bowed before Ae inevitable, and 
vv'tote a treaty wiA Ae Umted States which 
accepted American supervision of its custom 
houses and management of its finances The 
Senate was reluctant to ratify Ac original 
conv'ention, but in 1907 finally consented 
The Donumcan Republic, later Haia and 
Nicaragua — m fact the Caribbean region and 
Central America — ^virtually became Amcn- 
can protectorates 

Asia and Africa Roosevelt was to be found 
intertstmg himself in Ae Far East and m the 
Mediterranean as well The Russo-Japanese 
War had broken out in February, 1904 and, 
after it had dragged on for a year, Roosevelt 
proffered his services as mediator The United 
States, because of Ae Philippines, was in Ae 
Pacific, furAermorc, Roosevelt did not want 
to see a decisive victor}' for eiAer Japan or 
Russia lest the balance of povv’er in the Far 
East be upset. In Ac summer of 1905, Roose- 
velt's good offices were accepted, and on 
August 9 a peace conference was assembled 
at Portsmouth, New Hampshire. The treaty 
Aat followed was a triumph for Roosevelt 
and American Aplomacy, Japan and Russia 
both remamed m eastern Asia to watch each 
oAer. 

Roosevelt also insisted that America had 
rights in Ac Mediterranean which the Euro- 
pean powers had to consider in Aeir fight 
over the partition of Alorocco A conference 
at Algcciras, Spam, was held in January, ipo<5, 
in which Amcncan delegates participated 
The convention that followed recognized 
Morocco’s territorial intcgnty; guaranteed Ae 
Open Door to Ae merchants and investors 
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of all nations; and created a police force under 
the joint supervision of France and Spain. 

Taft's Foreign Policy. President Taft con- 
tinued along the lines laid down by his prede- 
cessor. The United States intervened in Hon- 
duras and Nicaragua; and it pressed vigorously 
for the right of American capital to partici- 
pate in the development of China. In the 
latter case, we were not too successful, for 
American bankers were admitted to participa- 
uon in only one railway loan — and that a 
joint one We were not yet powerful enough 
financially to push our claims to recognition 
as an investor nauon. But the 1940s were to 
tell another story. 

Wilson and the Caribbean. Woodrow Wil- 
son — despite his lofty pretentions — made no 
effort to jettison the policies of Roosevelt and 
Taft. They had been engaged in adventures 
in “dollar diplomacy”, and he regarded with 
disfavor intervention to protect property 
rights. Thus, at Mobile, in October, 1913, he 
could say “It is a very perilous thing to 
determine the foreign policy of a nauon in 
terms of material mterest. It not only is unfair 
to those with whom you are dealing, but it 
IS degrading as regards your own acuons.” 
This was a distmction without a difference, 
for Wdson was to meddle in the Caribbean 
and in Mexico for security reasons, if not for 
economic ones, in any case, it was interven- 
uon. 

Marines were landed and a naval adrm’m's- 
tration was set up m Ham in 1915; the same 
talc was repeated in the Dommican Repub- 
lic in 1916, our forces conUnued to dominate 
Nicaragua. And, in 1917, the United States 
bought the V irgm Islands from Denmark for 
$25,000,000. 

Mexico. Wilson’s record in Me.vico was 
no better. He laid down the dubious princi- 
ple that goveniments established by revolu- 
tion were not to receive recogmuon, and 
then violated it himself by seeking to disdn- 
guish benveen “good” and “bad” revolution- 
ists. 

In 1911, under the leadership of Francisco 


Madero, Jr, the dictatorial Diaz government 
of Mexico was challenged and in May of that 
year Diaz, recognizing the inevitable, abdi- 
cated. Madero entered Mexico City in tri- 
umph; but the next year was to see mtemeeme 
warfare breaking out among the revolutionarj' 
generals. The United States was cool to Ma- 
dero; he could not cope with the insurgent 
armies; and m February, 1913, he was killed 
by the order of Victoriano Huerta. Huerta 
proceeded at once to install himself as pro- 
visional president. 

In March, 1913, Wilson indicated his dis- 
pleasure. He declared that he would have 
nothing to do with Huerta or with any gov- 
ernment based on military seizure. He was 
interested in seemg a truly democratic gov- 
ernment established in Mexico, and such he 
was prepared to assist; but he would not, he 
promised, send an armed force into Mexico 
to protect American busmess interests. Wil- 
son’s refusal to recognize Huerta had no 
effect on the European Powers, which, by the 
middle of 1913, had generally recognized the 
de facto government. 

Wilson called his poh'cy one of “watchful 
waiting”, this, however, did not prevent the 
running of guns into Mexico to assist the 
anti-Huerta forces. In 1914 he was interven- 
ing when Mexican ports were blotkaded and 
American marines seized Vera Cruz. Huerta 
gave up the unequal struggle; he was suc- 
ceeded by Venustiano Carranza; and soon the 
insurgent leaders fell to quarreling — and fight- 
ing — among themselves. In October, 1915, 
Wilson decided to recognize Carranza, and 
in this he was followed by the Latin American 
and European nanons. 

Francisco Villa, another popular leader, was 
displeased. He engaged in reprisals against 
Americans in Mexico and then, in March, 
1916, he crossed the American border and 
raided the town of Columbus, New Mexico. 
An American punitive expedition was im- 
mediately dispatched into Mexico, headed by 
Brigadier General John J. Pershing; and in 
June, 1916, Wilson called upon all the state 
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niilmas of the nation to mass on the border 
Pershing stayed in Mexico nme months and 
came out in February, 1917, wthout host ever, 
hasnng caught Villa 

Our msohement m Alexican affairs did not 
terminate here A new Mexican constitution 
was drauTt up m the spring of 1917, which 
not only incorporated progressive social legis- 
lation, It secularized education, nationalized 
Church properties, and declared that the soil 
and subsoil of Mexico belonged to the Mexican 


people The Catholic Church was alarmed, as 
\\ ere British and American mterests, which 
had obtained their concessions for a song 
from the corrupt Diaz government. 

Both these group brought pressure to bear 
on Wilson and, m fact, there was a party in 
his Oibinet that urged our mtervenaon again. 
But Wilson was now deeply immersed m 
European problems, indeed, when the radical 
Me-xican consutution was promulgated we 
were already at war. 


7. WORLD WAR 1 


Naitrality World War I had brolten out 
in August, 1914 and, despite America’s sincere 
efforts to remain neutral, it became at once 
apprent that the United States could not 
keep clear of the struggle. The concept of 
"neutrality" had been desTsed tor a simpler 
day for it was based on the assumpaon that 
a nonbelligerent could continue trading with 
both pities in a war — as long as the rules 
were observed — without real risk to itself. 
Wilson called upon Amencans to remain "im- 
pttial in thought as well as in action", but 
lie could supply and finance both sides — as 
far as M e were willing and able. 

For this the President was unwersally ap 
plauded, but it svas soon clear that American 
isolation could not be safeguarded On the 
one hand, Amencan neutrality was being 
sorely tried by the British, whose rewnong 
in their own interest of maritime law gra\ ely 
abridged Amencan freedom of the seas, and 
on the other hand, the declaration by Gcr- 
manj of iinrcstncted siibmanne warfare jcop 
ardized Amencan Ihes and sliipping From 
the lepl point of view, both Britain and 
Germany were iiolating Amenca’s neutral 
nghts, morally, how ever, it was becoming 
WIson’s comiction increasingly that Ger- 
man\ was the tlircat to the peace of the whole 
world 

It should lie obsen cd in passing that Secre- 
tary of State Bryan did not see eye to eye 


xvith his chief, and he protested vigorously 
against the violation of Amenca’s neutral 
nghts by the Bnosh navy Bryan, however, 
received’ neither the support of Woodrow 
Wilson nor that of the Amencan ambassador 
at London, Walter Hmes Page The result 
was, not only did the Bntish set up an illegal 
blockade, but they also vastly extended the 
contraband lists until virtually there w’as no 
longer a distmcnon benveen goods destined 
for the aid of the armed forces and those for 
the civilian populations. Further, Bntain ex- 
tended the nght of search, and brought Amer- 
ican ship into Bnnsh ports m order to ex- 
amine their cargoes and frequently to detain 
them for many months on end It was felt 
by many Amencans that Bntain was as much 
interested in preveflong Amencan goods from 
entenng legitimate European markets as it 
was m starving the German civilian popula- 
tion and cnpplmg the German military ma- 
chine. In any case, Amencan protests against 
the Bntish practices went unheeded, so that 
m effect, by 1916, we were actually adopting 
a policy of benevolent neutrality toward the 
Bnnsh blockade. 

The Luntmtta Ironically enough, the Ger- 
mans. when they launched their submanne 
attacks, claimed that the illegal Bntish block- 
ade forced them to resort to desperate meas- 
ures For, in February, 1915, the Germans 
declared that all the waters surrounding Great 
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Britain and Ireland constituted a war zone and 
that all vessels entering the area would do 
so at their own risk. This was the opening of 
Germany’s campaign of unrestricted subma- 
rine warfare. 

In Marcli an American lost his life as a re- 
sult of submarine action when a British ship 
was sunk; on May i, an American ship was 
attacked and two Americans were killed. And 
then on May 7 the Ltisttania, the British 
Cunard line’s crack ship in the North Atlantic 
passenger trade, was struck by two torpedoes 
and sank in eighteen minutes. More than 1,100 
passengers and crow went down with the 
ship, among them 124 American citizens. 

Immediately, Woodrow Wilson issued a 
solemn warning to the Germans: the Amer- 
ican government refused to accept the utili- 
zation of the submarine as a lawful device of 
warfare; we would hold the German govern- 
ment to “strict accountability.’’ The failure 
of the Germans to give assurance that sub- 
marine attacks would terminate led to a sec- 
ond note in June. This Bryan refused to sign 
and he resigned from the State Department. 
The third note of July 21 was actually an 
ultimatum. In September, the Germans gave 
way before the American pressure and prom- 
ised the abandonment of unrestricted subma- 
rine warfare against passenger ships. But in 
March, 1916, the sinking of the French 
steamer Sussex, with a loss of three American 
lives, led to a demand that submarine warfare 
be entirely terminated. If the Germans re- 
fused, Wilson went on to say, diplomatic re- 
lations between the two governments would 
terminate. In May, 1916, the Germans capitu- 
lated and the threat of war was laid at rest 
for another nine months. 

The Election of 1^16. It was in the midst 
of war alarms that the election of igi6 took 
place. The conservatives were once more in 
control of the Republican party and, when 
Its convention met at Chicago in June, they 
nominated Supreme Court Justice Cliarlcs E. 
Hughes of New York for President and Fair- 


banks of Indiana for Vice President. The 
Progressives also assembled at Chicago and 
again they named Theodore Roosevelt for 
their candidate; as had the Republicans, the 
Progressives attacked Wilson’s foreign policy. 
But Roosevelt knew he had run his brief race, 
and he declined the Progressive nomination. 
He called upon “all progressive-minded and 
patriotic-mindcd men’’ to support Hughes; 
and in doing so, he killed the movement that 
had sought to reform the Republican part)'. 

The Democrats renamed Wilson and 
Marshall; and, naturally, they pointed with 
pride to their impressive achievements during 
the previous four years. The canvass itself 
was conducted with much heat and little 
light. Both parties insisted that the United 
States be kept out of the war; but the Re- 
publicans made more mistakes than the Demo- 
crats. The Republicans cultivated pro-German 
groups; and Hughes, when he went to Cali- 
fornia, refused to meet Hiram Johnson. This 
last was fatal to his cause, for he lost California 
by a handful of votes — and the election, as 
a result. Wilson received 9,130,000 votes, 
Hughes got 8,540,000; Allen L. Benson (the 
Socialist candidate) got only 585,000. In the 
electoral college the vote was 277 to 254. The 
Democrats again captured both Houses. 

Avm'wan Entry into World War 1 . Wil- 
son’s followers had used tellingly the slogan 
“He kept us out of the War,’’ and this un- 
doubtedly had had a grr it effect in the Middle 
West. Yet every conceivable influence was 
being utilized, willfully or not, to drag us 
into the conflict. The land was filled with the 
propaganda of British and French agents. 
The British controlled the Atlantic cables 
so that only the news favorable to their cause 
reached the American reading public; this 
was particularly true of the talcs of German 
“atrocities” m Belgium. On the other hand, 
the Germans here handled themselves with- 
out skill. They identified themselves with the 
wrong people; were caught red-handed in 
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plots to destroy Amcncan muninon plants, 
and sulTcred the ignominy of having their mih- 
tary ond naval attaches recalled from Wash- 
ington 

Nor must our growing industrial and finan- 
cial ties to the Allied powers be disregarded 
When war broke out not only did the New 
York Stock Exchange close, but a busmess 
recession hit the country Prospenty slowly 
returned only because of the following: 
(i) Amencans began to supply Allied needs 
for munitions, raw materials, and foodstuffs 
in growing quantiQcs (a) Amencati foreign 
trade was also growing in other regions, 
largely at the expense of the English (3) Eu- 
ropean loans were being raised in this coun- 
try, and this in turn led to an expansion of 
bank credit and of mdustnal enterprise 

In the beginnmg, the English and the 
French sought to finance their war purchases 
la the United States by shipping gold and 
repatriating European-owned Amencan se- 
curities But the bottoms of these barrels were 
scraped clean very soon, Amencans had to 
assist financially If their yartimc prospenty 
wais to continue. The result was the flotation 
of the first great Anglo-French loan for 500 
million dollars m October, 1915 In 1916, four 
addinonal loans brought in another half bil- 
lion. In addition, the Allies conunued to 
finance their purchases through short-term 
treasury bills, By the end of 1916, the Federal 
Reserve Board took alarm Too much, it 
pointed out, of the liquid funds of Amencan 
banks were being tied up in the treasury bills 
of the Allied governments, member banks 
were warned against the continuance of such 
praaices. On the other hand, it is important 
to observe that because of the blockade, the 
Germans could make few purchases m this 
countrj , and not more than 20 million dol- 
lars in German sccundcs were disposed of 
here 

Meanwhile, throughout the country, more 
and more voices were being raised in behalf 
of Amcncan mtcrv endon Germany was seck- 
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mg to establish its political hegemony over 
the whole world, if Britain failed, the United 
States w'ould inevitably be the next victim of 
the German might. (That this analysis was 
not wide of the mark was indicated by the 
pubhcation of the so-called Zimmermann 
note. This secret dispatch was sent to the 
Mexicans by the German foreign office and 
offered Mexico an alliance on the basis of the 
rcstorauon of the “lost temtory” of Texas, 
New McLxico, and Arizona ) Those hostile to 
Germany, therefore, pressed for the passage 
of preparedness measures, and Wilson, who 
W'3S beginning to read the future in a some- 
what similar fashion, fell in with these plans. 
In August, 1916, he signed an army appropri- 
ation act which called for the setting up of a 
Council of National Defense, and another act 
authorizing the expenditure of a half billion 
dollars for an augmented navy 

Two factors forced the Umted States into 
the war, the fint psychological and the sec- 
ond military First, it was hard to claim that 
World War 1 was a war for democracy as 
long as in the company of the allied powers 
was to be found the absolutist and despotic 
Impenal Russian Government But in March, 
1917, the Czanst regunc was overthrown and 
the so-called Kerensky government estab- 
lished a ministry represennng a coahaon of 
all the dcmocraac forces in Russia Amencan 
hberals could now support the Albcd cause 
without reservaaons. 

Second, somewhat earlier m January, 1917, 
Germany, more and more constricted by the 
British blockade, decided to resume unre- 
stneted submarme warfare The Germans 
knew that this meant war with the United 
States, but they hoped that, with the with- 
drawal of the pressure of the Russians on the 
eastern front, they could succeed m stnkmg 
a quick knockout blow on land and undersea 
before Amcnca was ready President Wilson, 
on February j, took the inevitable step he 
announced to Congress that diplomatic rela- 
tions between the United States and Germany 



THE NEW FREEDOM 


910 

liad been ended And when it was discovered 
— as has been said — that German intrigue in 
Mexico was seeking to cause turmoil in the 
Western Hemisphere, events moved toward 
the inevitable decision. 

In March, three American ships, homeward 
bound, were sunk xvithout warning. On March 
21, Wilson called Congress to meet in special 
session on April 2. On the evening of that day, 
Wilson asked Congress to declare war. It was 


not simply that the German government had 
violated its pledges; our entry had broader 
grounds. We were fighting for “the ultimate 
peace of the world and for the liberation of 
its peoples, the German people included; for 
the right of nations great and small and the 
privilege of men everj^vhere to choose their 
way of life and of obedience. The world must 
be made safe for Democracy.” Congress passed 
a war resolution on April 6 . 


8. WINNING THE WAR AND LOSING THE PEACE 


Mobilization at Home. The ability with 
which the United States was able to prepare 
itself, psychologically and industrially, for 
the military effort astounded Americans and 
the whole world. Before hostilities were over, 
we had inducted into the national service al- 
most tlrrcc million men, which, with the 750,- 
000 members of the regular army and the 
National Guard, made a potential fighting 
force of three and one half million soldiers, 
A total of five popular loans was floated 
during the period June, 1917, to April, 1919, 
and these brought in upwards of 21 billions 
of dollars. From borrowings and taxes, the 
United States not only financed its own war 
expenditures, but it also was able to lend its 
allies more than 10 billions of dollars. A whole 
group of wartime agencies was erected to 
mobilize America’s industrial might, among 
which the following were the most important: 
the War Industnes Board, the Railway Ad- 
ministration, the Emergency Fleet Corpora- 
tion, the War Trade Board, the Food Admin- 
istration, and the Fuel Administration. The 
railroads were taken over by the Federal 
government; America’s foreign trade was 
centralized in the hands of a governmental 
autliority; and some 50 million acres of new 
lands were opened to the cultivation of food 
crops. A Committee on Public Information 
sought to enlighten Americans and peoples 
all over the world, as well, about the United 
States’ idealistic motives; while the Attorney 


General and the Postmaster General vigor- 
ously — and frequently oppressively — engaged 
in tracking down and punishing dissent. 

The speeches and messages of Woodrow 
Wilson were America’s most important 
weapon in the campaign of psychological 
warfare waged all over the earth. In his ad- 
dress at Washington on June 14, 1917, Wilson 
called the war a “People’s War.” In his mes- 
sage to Congress, on January 8, 1918, he out- 
lined in his famous Fourteen Points, the kind 
of peace America was striving for. it was to 
be based on open covenants, the removal of 
economic barriers between all nations, self- 
determination, and the formation of a “gen- 
eral association of nations ” And in his Con- 
gressional message of February ii, 1918, he 
pledged the Umted States to a program which 
was to include “no annexations, no contribu- 
tions, no punitive damages.” 

At only one point did American organi- 
zation for war fail, and this was in connection 
with control over prices and the checking of 
inflation. The upshot was that the cost of 
living climbed steadily. From 1914 through 
1918, wholesale pnees increased loo percent; 
from 1918 into 1920, they went up another 
20 percent. From 1914 through 1918, real 
wages dropped more than 20 percent; but by 
1920 they had been almost restored to 1914 
levels. 

Trade unions failed as far as wage increases 
were concerned, but organizational drives 
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met with greater successes. In 1914, the mem- 
tiership of the unions afiihatcd wnth the Amer- 
ican Federation of Labor was 2,0:1,000, by 
1918, this had increased to 2,726,000, and by 
1920, to more than 5,000,000 There were 
many wartime stnkes; but in 1918, due to the 
erection of machinety' for concihation and 
to wage increases on railroads and in stock- 
yards and mumaon plants, the number of in- 
dustrial disputes fell off sharply The War 
Labor Conference Board, set up in 1918, 
adopted a program which was based upon 
the recognition of collectn’c bargaimng, the 
eight-hour day, and a hving avage for work- 
ers everywhere. 

Military Operations Despite the continu- 
ance of the submarine campaign, Amenca was 
able to move large amounts of supplies and a 
great army of men overseas In the nineteen 
months of Amencan participation, more than 
two million men were sent to Europe, a half 
million were earned across m the first thirteen 
months and a million and a half m the last 
Sit months. General John j Pershing was 
named Commander-in-Chief of the Amencan 
Rtpeditionaty Force and he appeared m Pans 
to begin the work of prepanng an Amencan 
army for combat m June, 1917 The Allies 
sought to bngadc American troops with the 
Bntish, French, and Italian dmsions, but 
Pershing was insistent that an independent 
Amencan army under his own command be 
established. In August, 1918, Foch, the gen- 
etalissimo of the Allied forces, yielded, and 
the First American Army was created It 
took oser a section of the Western Front 
and, before the w ar ^ was over, Amencan 
troops under their own ofScets were defend- 
ing almost a fourth of the whole line 

The final German offensive was begun m 
Afarch, 1918, and continued through July In 
these battles, Amencans took part, the most 
important one being at ChJteau-Thicrrj'. 
Here, the Amencan stand presented the Ger- 
mans from crossing the Marne and continuing 
on to Pans Now the Allied armies took the 
offensive, and from July 18 until the Armis- 


tice on November it, they struck again and 
agam at the weakening German host In Sep- 
tember, more than a half miUion Amencans 
took part in the batde of the Meuse-Argonne 
These attacks broke the back of the German 
resistance 

The Amencan navy also played its role m 
the war, although its feats were less spectacu- 
lar Amencan warships harned the subma- 
rines and so well did they succeed that, by 
1918, few undersea boats were daring to leave 
German waters. They also sowed mines, en- 
gaged in mme sweeping, reinforced the Brit- 
ish blockade, and convoyed the great Amen- 
can transport fleet. Before the war was over, 
there were stationed in European waters at 
least 300 American warships 

Amencan casualties were as follows battle 
deaths, 48,909, wounded, 237,135, missmg m 
acnon and pnsoners, 7,347 In addition 57,000 
men died of disease 

The Germans knew that the war had been 
lost by the midsummer of 1918, and in Octo- 
ber, they began to send out peace feelers 
Finally, on November 8, the Kaiser abdicated 
and on November ii armistice terms were 
signed They were largely based upon Wil- 
son’s Fourteen Points. 

The Congressional Elections of ipiS In 
October, 1918, Wilson made an appeal to the 
Amencan people for the election of a Demo- 
cranc Congress This was a cunous step to 
take in view of the fact that the Repubheans 
had supported every war measure wholeheart- 
edly. It was an unfortunate one as welk for 
Wilson's retjuest wtis spumed by the Amen- 
can electorate. The Republicans captured 
both houses of Congress, and indeed, it was 
to be a Repubhean Foreign Relations Commit- 
tee in the Senate that was to discuss the new 
treat}’’ Wilson was to bnng home Wilson was 
responsible for another unfortunate blunder 
for, in his creation of the Amencan Peace 
Commission which was to accompany him 
to Pans, he failed to include representatives 
either from the Senate or from the company 
of outstanding Repubheans. 
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The Treaty and Its Defeat. The Peace Con- 
ference assembled at Versailles in January, 
1919, and by May had prepared a voluminous 
document containing more than 400 articles 
and covering in exact detail all kinds of ter- 
ritorial, economic, industrial, and legal ar- 
rangements, On June 28, Germany signed, 
and the war was over. Most important, as far 
as Americans were concerned, was the in- 
corporation in the treaty of a Covenant call- 
ing for the establishment of a League of Na- 
tions. 

Wilson had gone off to Pans his hopes high; 
and, despite the fact that the Conference was 
filled with bickering and many bad compro- 
mises were effected, he had failed to lose 
heart. If there were mjustices written into 
the treaty, the League of Nauons would see 
to it m time that an enduring peace was 
established throughout the world. 

But Wilson had committed errors and these 
turned out to be tragic. He had refused to 
treat with the victorious Republicans, or in 
fact to take them into his councils; he had 
failed to reckon with the ingrained isolation- 
ism of large sections of the American people; 
and he had shown an incapacity to compro- 
mise with the Senate in order to salvage what 
he could. The result was he lost control; and 
a small and vindictive company of Senators 
had their way and spurned the treaty. The 
United States did not join the League of Na- 
tions and our withdrawal into isolationism, 
political and economic, for the next ten years 
had as much to do with the depression and 
the rearming of the world in the thirties as 
any other single factor. Our unhappy fate 
during the twenties was that we hung sus- 
pended between two worlds: our economy 
and our influence in world affairs prevented 
the adoption of a purely nationalist policy; 
and, on the other hand, we were unwilling 
to pursue a course based on full international 
collaboration. 

The League Covenant, in addition to set- 
ting up an assembly, a council, a permanent 
secretariat, and a world court, included a 


number of provisions for the maintenance of 
peace. In particular. Article X bound the 
signatories to protect the territorial incegnty 
and political independence of all members 
of the League, and Article X\T pledged its 
members to impose economic penalties, or 
sanctions, upon those nations which waged 
war in disregard of theur promises to submit 
their disputes for arbitration or judicial set- 
tlement, The council, in such cases, might 
recommend to members of the League the 
adoption of military measures against the ag- 
gressor nations. 

President Wilson ran into difficulties vir- 
tually from the beginning. The treaty, includ- 
ing the League Covenant, was placed before 
the Senate m July; and there followed a long 
and sometimes confused debate in which Con- 
gress, the press, and the pubhc generally par- 
ticipated. The opposition to the treaty and 
the League was led by Senator Lodge of 
Massachusetts, who took his stand on the 
necessity of including in any settlement cer- 
tain specific reservations' (i) The United 
States could not accept the obligauons placed 
upon the members of the League under Arti- 
cle X. (2) The United States should reserve 
specifically the right of withdrawal from the 
League. (3) The United States should reserve 
specifically the power to decide what ques- 
tions came within its domestic jurisdiction, 
and therefore lay outside of the competence 
of the League. (4) The United States ought 
to decline to submit for inquiry and arbitra- 
tion any questions affecting the Monroe Doc- 
trme. TTiese were the stated reasons for the 
rejection of Wilson’s handiwork; beneath the 
surface, however, ran powerful and bitter 
currents of parasanship and personal animosi- 
ties. There can be no doubt that such con- 
siderations were at the basis of Lodge’s ill- 
natured attacks on Wilson. 

The discussion ebbed and flowed, with 
both sides refusing to find means of accom- 
modation. Finally in September, Wilson de- 
cided to take the issue durectly to the people 
and started out on a speaking tour of the 
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Middle West and Far West, but he collapsed 
at Pueblo, Colorado, and suffered a paralytic 
stroke He was never again a well man Mean- 
while in September, Lodge as chairman of the 
Senate Comminec on Foreign Relanons, had 
reported out the treaty with a large number 
of amendments to it and the four resers’ations 
enumerated above to the League Covenant. 
The Senate rejected the amendments, and 
then It proceeded to draw up fourteen reser- 
vations, once again under Lodge’s leadership. 
Here Wilson erred again, for he ordered the 
administration supporters to insist upon all or 
nothing, the treaty without the Lodge reser- 
vations — or defeat. Defeat it ivas On No- 
1 ember 19, two votes were taken, one on 
the treaty with reservauons, which was lost, 
and the second, on the treaty without the 
reserv'ations, which was also lost The special 
session was then terminated. 

Once more Wilson tned and the was the 
last nmc. In March, 1910, after five weeks 
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of debate, the Senate agam voted For the 
treaty wnth reservations the vote was 49, 
against the treaty, 35 Because the necessary 
two thirds was lacking, the resolution was 
defeated The Umted States did not sign the 
treaty, was out of the League, and had washed 
Its hands of all those special and general per- 
pleiiDes that were to trouble Europe in the 
following ten years It is hard to assess culpa- 
bihty Was it Wilson’s fault? Was it Lodge’s 
fault? Or was it the indifference of the Amer- 
ican people who were faihng to realize that 
America no longer could hve alone’ 

In July, 1911, wth President Harding now 
in the White House, a joint resolution was 
passed by both houses of Congress which de- 
clared simply that the war with Germany 
was over And thus ended the New Freedom. 
And so also failed that crusade to make the 
world safe for democracy for which Wood- 
row Wilson had taken the United States into 
World War I. 
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Thorstein Veblen (1857-1929) was born 
into a Norwegian immigrant’s household, 
reared on the Minnesota frontier, and edu- 
cated at a denominational college whose creed 
he did not share. Philosophy was his first in- 
terest as a student; but, after receiving his doc- 
torate in 1884, he left that field for the study 
of economics as he became convinced that the 
mass habits of thought and behavior, which 
constitute “cultures,” are shaped by men’s 
methods of earning a living. 

It was the economist’s province to explain 
the culture in which he functioned, Veblen 
argued, but academic economics had failed to 
do so because economists asked the wrong 
questions. They justified instead of inquiring. 
They sought the “what” rather than the “how 
come” of institutions; and they based their 
rcasomng on an antiquated view of human 
nature. All this led them to accept as “given” 
the very instituuons that required explana- 
tion. 

The marginal utility economists, for exam- 
ple, completely ignored the institutional frame- 
work within which individual man had his 
being and made his choices. Thus, John Bates 
Clark, the American leader of the school, was 
obviously engaging in the impossible when he 
sought to explain the theoretical dynamics of 
a society from which he had carefully ab- 
stracted all the elements necessary to its dy- 
namic character. Similarly, economists study- 
ing a money economy disregarded money it- 
self and denied that it was the end of any 
entrepreneur’s desire, though they had the 
facts of the market place to prove them in 
error. 

If economists and their supporters in so- 
ciology proceeded on incorrect premises con- 
cenung the nature of current activities, there 


was no reason to regard them as more accur- 
ate concerning the pattern of social evolution 
in the past. Veblen undertook to sketch his 
own view of that evolution, starting with the 
assumption that man is endowed with instincts, 
the result of primitive “tropismatic drives,” 
which use intelligence as a means of achiev- 
ing their ends. In time, instincts give rise to 
institutions which are habits of thought and 
action widely current in a social group. Such 
insututions then proceed to shape the individ- 
ual almost as effectively as the fundamental in- 
stincts which they express. For the economic 
process, “the parental bent,” “the instinct of 
workmanship” and “idle curiosity” are the 
serviceable tendencies, while the “predatory 
drives” and a contaminating “metaphysics” 
hamper output and make for die pursuit of 
self-interest rather than concern for the wel- 
fare of the group. 

Western European man, Veblen argues, has 
moved from the simplicities of a Neolithic 
savagery dominated by “the parental bent” 
and “the instinct of workmanship” through 
the predatory barbarian stage (which estab- 
lished “invidious distinctions” derived from 
the possession of private property based on 
fraud and violence), into the handicraft econ- 
omy (where the “instinct for workmanship” 
expressed itself in the concepts of natural 
rights and natural law), and thence into the 
modem world. The modern world is the re- 
sult of the technological and economic de- 
vices that made up the Industrial Revoludon 
as influenced by the strong residue of barbar- 
ian culture in the upper or “leisure” class 
Modern production is controlled by those 
who own, not those who make, and their aim 
is gain, not productivity. From this fact steins 
the essential conflict between the interest of 
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the communin', ^\hlch ^\•ane goods, ind the 
businessman, si ho ssunts profit. Within the 
economic process, the conflict lies benveen 
technologist and financier, benveen “industrial 
and pecuniary employments ” 

In the Theory of Business Enterprise 
(1904), Vcblen c-tpounds the manner in which 
business has taken over the mdustnal process 
and transmuted the producaon of goods into 
the dealing in those symbols which arc the evi- 
dences of corporate ovimetship Property it- 
self has become utterly attenuated, but the 
mote intangible it becomes the more real is its 
control over every aspect of modem life. In 


the vein of the great comic svnters, Vcblen 
thus cononued to probe and analj'zc, but be- 
cause he used an involved vocabulary' and 
made irony his mam tool, few among his gen- 
eration felt his swigs Amenca was still so cer- 
tain of Itself and so confident of its destiny 
that Vcblen’s ivarmng that even the cherished 
institutions of our middle-class culture were 
not permanent could be disregarded But a 
later gcncranon of Americans ivias to redis- 
cover Vcblen and read him closely. 

The selection here repnnted appeared ong- 
inally m the Journal of Political Economy, 
Vol X^'n (Chicago, 1909) 


The Lwiitattom of Marginal Utility 

BY THORSTETN VEBLEN 


The tniiTATtoss of die margimd-ualicy econom- 
ics arc sharp and eharanetisnc It is from first to 
last a doctrine of value, and in point of form and 
method it is a theory' of valoadon The whole sys- 
tem, therefore, lies within the theoreocil field of 
distribution, and it has but a secondary beating on 
any other economic phenomena than those of dis- 
tribution — the term being taken m its accepted 
sense of pecuniary distribution, or distribution in 
point of ownership Now and agam an attempt is 
made to extend the use of the principle of mar- 
ginal utility beyond this range, so as to apply it to 
t^uesoons of production, but hitherto v\ ithout sen- 
sible effect, and necessarily so. . 

In all this the marginal-utility school is subsran- 
Ciall) at one nith the classical economics of the 
nineteenth ccnnir)', the difference between the 
ru o being that the former is confined wnhm nar- 
row cr limits and sticks more consistently to its 
teleological premises. Both are teleological, and 
neither can consistcndy admit arguments from 
cause to effect in the formulation of their mam 
articles of theory Neither can deal theoretically 
with phenomena of change, but at the most only 
with rational ad|ustmcnt to change which may be 
supposed to have supervened 

1 o the modern scientist the phenomena of 
growth and change are the most obtrusive and 
most consequential facts observable in economic 
life. For an understanding of modem economic 
life the technological advance of the past two 
centuries— e.g., the growth of the mdustnal arts 
—is of the hrst importance, but marginal-unlity 
theory does not bear on this matter, nor does thu 


matter bear on marginal-uahty theory As a means 
of theorcQcally accounting for this technological 
movement m the past or in the present, or even as 
a means of formally, technically stating it as an 
element m the current economic situation, that 
doctrine and all ns works ate altogether idle. The 
like is true for the sequence of change that is go- 
ing forward m the pecuniary relations of mod- 
em life, the hedonistic postulate and its proposi- 
tions of differential utilitV' neither have served nor 
can serve an inquiry into these phenomena of 
growth, although the whole body of marginal- 
unhty economics lies within the range of these 
pecuniarv phenomena. 

It 15 characteristic of the school that wherever 
an element of the cultural fabnc, an insawtioa or 
anv' institutional phenomenon, is mvolved m the 
facts with whndi the theoiy is occupied, such msti- 
tutional facts arc taken for granted, denied, or 
explained away If it is a question of price, there 
B offered an explanation of how exchanges may 
take place oath such effect as to leave money’ and 
price out of the account If it is a question of 
credit, the effect of credit extension on business 
traffic B left on one side and there is an explana- 
tion of how the borrower and lender co-operatc 
to smooth out their respeenv e mcome streams of 
consumable goods or sensations of consumption 
The failure of the school in this respect is con- 
sistent and comprehensrv e. 

The infirmity of this thcorcncal scheme lies in 
its postulates, which confine the mquiry' to gener- 
alieacions of the teleological or “deductive” order. 
These postulates, together with the pomt of v lew 
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and logical method that follow from tliem, the 
marginal-utility school shares witli other econo- 
mists of the classical line — for this school is but a 
branch or derivative of the English classical econ- 
onusts of the nineteenth century. The substantial 
difference between this school and the generality 
of classical economists lies mainly in the fact that 
)n the marginal-utility economics the common 
postulates are more consistently adhered to at the 
same time that they are more neatly defined and 
their hmitations are more adequately realized. 
Both the classical school in generd and its special- 
ized variant, the marginal-utility school, in par- 
ticular, take as their common point of departure 
the traditional psj’chology of the early nmeteenth- 
century hedomsts, which is accepted as a matter 
of course or of common notoriety and is held 
quite uncritically. The central and well-defined 
tenet so held is that of the hedonistic calculus. 
Under the guidance of this tenet and of the other 
psychological conceptions associated and conso- 
nant with it, human conduct is conceived of and 
interpreted as a rational response to the exigencies 
of the situation in which mankind is placed, as 
regards economic conduct it is such a rational and 
unprejudiced response to the stimulus of antici- 
pated pleasure and pain — being, typically and m 
the mam, a response to the promptmgs of antici- 
pated pleasure, for the hedom'sts of the nineteenth 
century and of the marginal-utility school are in 
the main of an optimistic temper.^ Mankind is, on 
the whole and normally, (conceived to be) clear- 
sighted and far-sighted in its appreciation of future 
sensuous gains and losses, although there may be 
some (inconsiderable) difference between men in 
this respect. Men’s activities differ, therefore, (in- 
considerably) in respect of the alertness of the re- 
sponse and the nicety of adjustment of irksome 
ain-cost to apprehended future sensuous gain; 
ut, on the whole, no other ground or line or 
guidance of conduct than this rationalistic calculus 
falls properly witliin the cognizance of the eco- 
nomic hedonists Such a theory can take account 

* The conduct of mankind differs from that of the 
brutes m being determined by anticipated sensarions of 
pleasure and pam, instead of actual sensations Hereby, 
m so far, human conduct is taken out of the sequence 
of cause and effect and falls instead under the rule of 
sufficient reason. By virtue of this rauonal faculty in 
man the conne-xion betw'een stimulus and response is 
teleological instead of causaL 
The reason for assigning the first and decisive place 
to pleasure, rather than to pain, in the determination 
of human conduct, appears to be the (tacit) acceptance 
of that optimistic doctrine of a beneficent order of 
nature which the nineteenth century inherited from 
the cightcentli 


of conduct only in so far as it is rational conduct, 
guided by dehberate and exhaustively intelligent 
choice — wise adaptation to the demands of the 
main chance. 

The external circumstances which condition 
conduct are variable, of course, and so they will 
have a varjnng effect upon conduct, but" their 
variation is, m effect, construed to be of such a 
character only as to vaity the degree of strain to 
which the human agent is subject by contact with 
these external circumstances The cultural ele- 
ments involved in the theoretical scheme, elements 
that are of the nature of insututions, human rela- 
tions governed by use and wont in whatev er kind 
and connexion, are not subject to inquiry but ate 
taken for granted as pre-exisung in a finished, 
typical form and as making up a normal and de- 
finiDve economic situation, under which and m 
terms of which human intercourse is necessarily 
carried on. This cultural situation comprises a few 
large and simple articles of institution^ furniture, 
together with their logical implications or corol- 
laries; but it includes nothing of the consequences 
or effects caused by these msntutional elements. 
The cultural elements so tacitly postulated as im- 
mutable conditions precedent to economic life are 
ownership and free contract, together with such 
other features of the scheme of natural rights as 
are implied in the exercise of these. These cultural 
products are, for the purpose of the theoty, con- 
ceiv'ed to be given a priori in unmitigated force. 
They are part of the nature of things. . . . 

Now, it happens that the relation of suffiaent 
reason enters very substantially into human con- 
duct. It is this element of discriminating fore- 
thought that distinguishes human conduct from 
brute behaviour. And since the economist’s subject 
of inquiry is this human conduct, thatrelanon nec- 
essarily comes in for a large share of his attention 
in any theoretical formularion of economic phe- 
nomena, whether hedonistic or otherwise. But 
xv’^hile modem science at large has made the causal 
rclauon the sole ultimate ground of theoretical 
formulation, and while the other sciences that deal 
with human life adrmt the relation of sufficient 
reason as a proximate, supplementary, or inter- 
mediate ground, subsidiary, and subservient to the 
argument from cause to effect, economics has had 
the misfortune — as seen from the scientific point 
of view — to let the former supplant the latter, . . . 
It deals with this conduct only in so far as it may 
be construed in rationalistic, teleological terms of 
calculation and choice. But it is at the same time 
no less true that human conduct, economic or 
otherwise, is subject to the sequence of cause and 
effect, by force of such elements as habituanon 
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jnd convenuonal requirements. But facts of this 
order, which are to modem science of graver in- 
terest than the teleological details of conduct, nec- 
essarily fall outside the attention of the hedonisnc 
economist, because they cannot be construed m 
terms of sufficient reason, such as his postulates de- 
mand, or be fitted into a scheme of teleological 
doctrmes 

In so far as modem science inquires mto the 
henomena of life, whether manunate, brute, or 
uman, it Is occmiied about questions of genesis 
and ounulame change, and it converges upon a 
theoretical formulaoon m the shape of a life- 
histor)' drawn m causal terms. In so far as it is a 
taence m the current sense of the term, any sa- 
ence, such as economics, which has to do with 
human conduct, becomes a genetic mquiry into 
the human scheme of life, and where, as m eco- 
nomics, the subject of mquiry is the conduct of 
man in hts dealings with the matenal means of 
life, the saence is necessarily an mquiry into the 
life-history of material civilization, on a more or 
less extended or restricted plan Not that the econ- 
omist’s inquiry isolates matenal avdizatlon from 
all other phases and beatings of human culture, 
and so studies the motions of an abstractly con- 
ceited “economic man " On the contrary, no the- 
oretical inquiry into this matenal civUieation that 
shall be at all adequate to any scientific purpose 
can be earned out without taUmg this matenal 
ciwliration m its causal, that is to say, its genetic, 
relations to other phases and beanngs of the cul- 
tural complex, w ithout studying it as it is wrought 
upon by other lines of cultural growth and as 
worlung Its effects in these other lines But m so 
fat as the inquiry' is economic saence, specifically, 
the attention will conicrge upon the scheme of 
matenal life and will take in otner phases of avili- 
Xation only m their correlation with the scheme of 
matenal avilization. 

Like all human culture, this material cIvUtzation 
ts a scheme of institunons — institutional fabnc 
and institutional growth But institutioiis are an 
outgrowth of habit. The growth of culture is a 
cumulariie sequence of habituation, and the ways 
and means of it are the habitual response of human 
nature to exigencies that I'ary incontinently, cu- 
mulative!) , bur w ith somethmg of a consistent se- 
quence m the cumulatiie variations that so go 
forward— incontmcntlv, because each new more 
creates a nai situation which induces a further 
new lariatinn m the habitual manner of response, 
cumulatiicli , because each new situation is a san- 
aiion of wlut has gone before it and embodies as 
Causal factors alt that has been effected by what 
went before; consistcntl) , because the underl)’ing 


traits of human nature (propensities, aptitudes, 
and what not) by force of which the response 
takes place, and on the ground of which the habh- 
uanon takes effect, rcniam substantially un- 
changed 

Evidently an economic inquiry which occupies 
Itself e-xdusively with the mo\ ements of this con- 
sistent, elemental human nature under given, stable 
institutional conditions — such as is the case with 
the current hedonistic economics — can reach 
statical results alone, since it makes abstraction 
from those elements that make for anythmg but 
a statical result On the other hand an adequate 
theory of eeonomic conduct, even for statical pur- 
poses, cannot be drawn in terms of the individual 
simply — as is the case m the margmal-uolity eco- 
nomies — because it cannot be drawn m terms of 
the underlying traits of human nature simply, 
smee the response that goes to make up human 
conduct takes place under insatutional norms and 
only under stimuli that have an insutuBonal bear- 
mg, for the situation that provokes and inhibits 
action m any given case is itself in great part of 
instituuonal, cultural denvanon. Then, too, the 
phenomena of human life occur only as phenom- 
ena of the life of a group or community only 
under stiniub due to contact with the group and 
only under the (habitual) control exercised by 
canons of conduct miposed by the group's scheme 
of life Not only is the mdividual’s conduct hedged 
about and directed by his habitual relations to his 
fellows in the group, but these relations, being of 
an institutional character, vary as the institutional 
scheme vanes. The wants and desires, the end and 
aim, the ways and means, the amplitude and drift 
of the individual's conduct arc funcaons of an 
insntutional vanable that is of a highly complex 
and wholly unstable character 

The growth and mutations of the institutional 
fabric are an outcome of the conduct of the indi- 
vidual members of the group, suice it is out of the 
expencnce of the mdinduals, through the habitu- 
ation of individuals, that institutions ante, and it 
IS m this same experience that these institutions act 
to direct and define the aims and end of conduct 
It IS, of course, on mdinduals that the sj-stem of 
institutions imposes those conventional standards, 
ideals, and canons of conduct that make up the 
commumty’s scheme of life. Scientific inquiry m 
this field, therefore, must deal wnth mdividual 
conduct and must formulate its theorcocj results 
in terms of indiiidual conduct But such an m- 
quir>- can serve the purposes of a genetic theor)- 
only if and m so far as this mdindual conduct is 
attended to m those respects m which it counts 
toward habituation, and so toward change (or 
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stabilit)') of the institutional fabric, on the one 
hand, and in those respects in which it is prompted 
and guided by the received institutional concep- 
tions and ideals on the other hand. The postulates 
of marginal-utility, and the hedonistic preconcep- 
tions generally, fail at this point in tliat they con- 
fine the attention to such bearings of economic 
conduct as arc conceived not to be conditioned by 
habitual standards and ideals and to have no effect 
in the way of habituation. They disregard or ab- 
stract from the causal sccjucncc of propensity and 
habituation in economic life and exclude from the- 
oretical inquiry all such interest in the facts of 
cultural growth, in order to attend to those fea- 
tures of the case that arc conceived to be idle in 
this respect. All such facts of institutional force 
and growth arc put on one side as not being ger- 
mane to pure theory; they arc to be taken account 
of, if at all, by afterthought, by a more or less 
vague and general allowance for inconsequential 
disturbances due to occasional human infirmity. 
Certain institutional phenomena, it is true, arc 
comprised among the premises of the hedonists, as 
has been noted above; but they arc included as 
postulates a priori. So the institution of ownership 
IS taken into the inquiry not as a factor of growth 
or an element subject to change, but as one of the 
primordial and immutable facts of the order of 
nature, underlying the hedonistic calculus. Prop- 
erty, ownership, is presumed as the basis of hedo- 
nistic discrimination and it is conceived to be 
given in its finished (nineteenth-century) scope 
and force. There is no thought cither of a con- 
ceivable growth of this definitive nineteenth- 
century institution out of a cruder past or of any 
conceivable cumulative change in the scope and 
force of ownership in the present or future. Nor 
is it conceived that the presence of this institu- 
tional element in men’s economic relations m any 
degree affects or disguises the hedonistic calculus, 
or that its pecuniary conceptions and standards m 
any degree standarduc, colour, mitigate, or divert 
the hedonistic calculator from the direct and un- 
hampered quest of the net sensuous pain, , , , 
The modern economic situation is a business 
situation, in that economic activity of all kinds is 
commonly controlled by business considerations. 
The exigencies of modern life arc commonly pe- 
cuniary exigencies. That is to say, they arc c,\i- 
gcncies of the ownership of property. Productive 
efficiency and distributive gam arc both rated in 
terms or price. Business considerations arc con- 
siderations of price, and pecuniary exigencies of 
whatever kind in the modern commumtics arc ex- 
igencies of price. The current economic situation 
is a price system. Economic institutions in the 


modern civilized scheme of life arc (prcva’ilinglv) 
institutions of the price system. The accountam 
to which all phenomena of modem economic life 
arc amenable is an accountancy in terms of price; 
and bv the current convention there is no other 
recognized scheme of accountancy, no other rat- 
ing, either in law or in fact, to which the facts of 
modern life arc held amenable. Indeed, so great 
and pervading a force has tin's habit (insntuuon) 
of pecuniary accountancy become that it extends, 
often as a matter of course, to many facts which 
properly have no pecuniary bearing and no pe- 
cuniary magnitude, as, c.g., works of art, science, 
scholarship, and religion. More or less freely and 
fully, the price system dominates the current 
common-sense in its appreciation and rating of 
these non-pecuniary ramifications of modern cul- 
ture, and this in spite of the fact that, on reflection, 
all men of normal intelligence will freely admit 
that these matters lie outside the scope of pecuni- 
ary valuation. 

Current popular taste and the popular sense of 
merit and demerit are notoriously affected in some 
degree by pecuniary considerations. It is a mat- 
ter of common notoriety, not to be denied or ex- 
plained away, that pecuniary ("commercial”) 
tests and standards arc habitually made use of out- 
side of commercial interests proper. Precious 
stones, it is admitted, even by hedonistic econo- 
mists, are more esteemed than they would be if 
they were more plentiful and cheaper. A wealthy 
person meets with more consideration and enjoys 
a larger measure of good repute than would fdl 
to the share of the same person with the same habit 
of mind and body and the same record of good 
and evil deeds if he were poorer. It may well be 
that this current "commercialization” of taste and 
appreciation has been overstated by superficial and 
hasty critics of contemporary life, but it will not 
be denied that there is a modicum of truth in the 
allegation. Whatever substance it has, much or 
little, is due to carrying over into other fields of 
interest the habitual conceptions induced by deal- 
ing with and thinking of pecuniary matters. Thc^ 
“commercial” conceptions of merit and demerit 
are derived from business experience, Tlic pe- 
cuniary tests and standards so applied outside of 
business transactions and relations arc not reduc- 
ible to sensuous terms of pleasure and pain. . . . 

It is the institution of propeny that gives rise 
to tliese habitual grounds 0/ discrimination, and 
m modern times, when wealth is counted in terms 
of money, it is in terms of money value that these 
tests and standards of pecuniary excellence arc 
applied. Tins much will be admitted. Pecuniary 
institutions induce pecuniary habits of thought 
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n-hich affect men’s discnmmation outside of pe- 
cuniitj’ matters, but the hedonistic intcrpretauoii 
alleges that such pecuniary habits of thought do 
not affect men’s discrimination m pecumary mat- 
ters. Although the insututional scheme of the price 
ssttem visibly dommates the modem commumtj’’s 
thlnltmg m matters that lie outside the economic 
interest, the hedonistic economists insist, m effect, 
that this institutional scheme must be accounted 
of no effect uothm that range of acrivity to which 
It ones us genesis, growth, and persistence The 
phenomena of busmess, which are peculiarly and 
uniformlv phenomena of price, arc m the scheme 
of the hedonistic theotj' reduced to non-pecumary 
hedonistic terms and the theoretical formulaaon 
1$ carried out as if pecuniar)’ conceptions had no 
force w ithin the traffic in which sucii concepoons 
originate It is admitted that preoccupation with 
commercial interests has “commercialired” the 
rest of modem life, but the “commercialization” 
of commerce is not admitted Business transactions 
and computations in pecuniary terms, such as 
loans, discounts, and capitalization, are without 
hesuation or abatement cons erred into terms of 
hedonistic utility, and conversely 
The point mat perhaps be made dearer Money 
and the habitual rcson to its use are conceived to 
he simpl) the ways and means by which consum- 
able goods are acquired, and therefore sunply a 
convenient method by which to procure the pleas- 
urable sensations of consumption, these latter be- 
ing m hedonistic theory the sole and overt end of 
al) economic endeavour Money values have there- 
fore no other significance than that of purchasing 
power over consumable goods, and money is 
SBUplv an c,xpedicnt of computation. Investment, 
credit eitensioni, loans of all kinds and degrees, 
« ith pajment of interest and the rest, are likewise 
taken simply as mtcrmediate steps between the 

f ileasu cable sensations of consumpoon and the ef- 
orts induced by the anticipaoon of these sensa- 
tions, other bearings of the case being disregarded 
The balance being kept in terms of the hcoonisac 
consumption, no disturbance arises in this pccuni- 
aiy traffic so long as the extreme terms of this 
extended hedonistic equation — pain-cost and 
pleasure-gam — arc not altered, what lies between 
these extreme terms by being merely algebraic no- 
tation employed for cons eniencc of accountancy 
Gut such IS not the run of the facts m modem busi- 
ness. Vanations of capitalization, c.g., occur with- 
out Its being practicable to refer them to visibly 
equivalent variations either in the state of the m- 
dustrul arts or m the sensations of consumpuon 
Credit extensions tend to inffation of credit, nsmg 
prices, over-stocking of markets, etc, likewise 


without a visible or securely traceable correlation 
in the state of the mdustnal arts or m the pleas- 
ures of consumption, that is to say, without a vis- 
ible basis in those material elements to which the 
hedonistic theory reduces all economic phenom- 
ena. Hence the run of the facts, m so far, must be 
thrown out of the theoreucal formulation. The 
hedonisncally presumed final purchase of con- 
sumable goods IS habitually not contemplated in 
the pursuit of business enterprise Business men 
habicuallv aspire to accumulate wealth m excess of 
the Imiits of practicable consumption, and the 
wealth so accnmulatcd is not intended to be con- 
verted by a final transaction of purchase mto con- 
sumable goods or sensations of consumption. Such 
commonplace facts as these, together with the 
endless wch of busmess detail of a like pecumary 
character, do not in hedonistic theory raise a qnes- 
Bon as to how these convennonal auns, ideals, 
aspirations, and standards have come into force 
or how they affect the scheme of life In busmess 
or outside of it, they do not raise those questions 
because such quesBons cannot be answered m the 
terms which the hedonistic economists arc content 
to use, or, indeed, which their premises permit 
them to use The question which arises is how to 
explain the facts away how theorencally to neu- 
tralize them so that mev will not have to appear 
m the theory, which can then be drawn m direct 
and unambi^ous terms of raoonal hedomsBc cal- 
culaBon They are eiplamed away as bemg aber- 
ranons due to oversight or lapse of memory on 
the part of busmess men. or to some fadure of 
logic or insight. Or they are construed and mter- 
pteted into the ranonalistic terms of the hcdonis- 
Bc calculus by resort ro an ambiguous use of the 
hedonistic concepts. So that the whole “money 
economy,” with all the machmery of credit and 
the rest, disappears m a usxue of metaphors to re- 
appear theorencaliv expurgated, sterilized, and 
simplified imo a "refined system of barter," cul- 
minaemg m a net aggregate maximum of pleas- 
urable sensaBons of consumpnon 
But since It IS in just this unhedomsue, unra- 
BonalisBc pecunut)’ traffic that the tissue of busi- 
ness life consists, since it is this peculiar conven- 
tionalism of aims and sundards that differennates 
the life of the modem busmess community from 
any conceivable earlier or cruder phase of eco- 
nomic hfc, smee it is in this tissue of pecuniary 
intercourse and pecuniary concepts, ideals, cx- 
cdients. and aspuuBons that the conjunctures of 
usmess life arise and run their course of felicity’ 
and devastaBon, smee it is here that those insatu- 
Bonal changes take place which distinguish one 
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phase or era of the business community’s life from 
any other, since the growth and change of these 
habitual, conventional elements make die gro\sT:h 
and character of any busmess era or busmess com- 
munity; any theory of business which sets these 
elements aside or explains them away misses the 
mam facts which it has ^one out to seek. Life and 
Its conjunctures and institutions bemg of this com- 
lexion, however much that state of the case may 
e deprecated, a theoretical account of the phe- 
nomena of this life must be drawn in these terms 
in which the phenomena occur. It is not simply 
that the hedonistic interpretation of modem eco- 


nomic phenomena is inadequate or misleading; if 
the phenomena are subjected to the hedonistic in- 
terpretation in the theoretical analysis they disap- 
pear from the theory, and if they would bear the 
mterpretation in fact they would disappear in fact. 
If, m fact, all the conventional relations and prin- 
ciples of pecuniary intercourse were subject to 
such a perpetual rationalized, calculating revision, 
so that each amcle of usage, appreciation, or pro^ 
cedure must approve itself de novo on hedonistic 
grounds of sensuous expediency to all concerned 
at every move, it is not conceivable that the in- 
stitutional fabric would last over night. 


JOHN DEWEY 


The great figures in modem American 
philosophy are Charles Saunders Peirce, Wil- 
liam James, and John Dewey. Hence the pe- 
culiar interest of Dewey’s ex-position of James 
to a French audience, in an article on the de- 
velopment of American pragmatism first pub- 
lished in the Revtie de la Metaphysiqiie et de 
Morale of October, 1922. The essay itself not 
only explains James but also illustrates several 
of Dewey’s characteristics. To define prag- 
matism, he tells of its genesis, to describe it, 
he sketches its newer aspects in the instru- 
mentalism he himself had developed; to defend 
it, Dewey demes that pragmatism is a glorifi- 
cation of mere energy and therefore reflects 
only America’s concern with moneymaking. 
The future as well as the past can give mean- 
ing to life, Dewey notes; and if the exercise 
of the intellect is a genuine human delight, it 
should be accessible to more than its present 
handful of votaries. And this is Dewey’s par- 
ticular contribuuon: philosophy is not a mode 
of observation nor a mere “universe of dis- 
course”, it is a guide to action. For intelhgence 
is a means of deahng with reality and philos- 
ophy is intelligence rounded to completion. 

Aluch in John Dewey’s background helps 
explain this concept. He was bom m Vermont 
in 1859 and grew up in an environment that 
held few intellectual challenges. Evolution and 
the Positivists wakened Dewey’s interest in 
the interaction between social conditions and 
the formulation of scientific and philosophic 


concepts, and the influence of William James 
altered the direction of Dewey’s psychologi- 
cal approach to philosophy. Experience at the 
Umversity of Michigan and in the experi- 
mental school at Chicago drew Dewey to 
greater concern With the learning process. 
Education should improve the mutual adjust- 
ment of organism and environment, but the 
teaching methods practiced at the turn of the 
century violated the laws of normal growth. 

In an effort to harmonize psychology and 
educational methods, Dewey began work at 
the “Laboratory School” m 1894 
a dispute over the administrauon of the school 
which finally separated him from the Um- 
versity of Chicago. That did not occur be- 
fore his lectures to raise money for the school 
had produced Dewey’s most influential book, 
The School and Society. 

In 1905, Dewey came to Columbia. New 
York gave a new turn to bis thinking, by 
pointing up the conflict between democracy 
and monopoly. If intelligence was made up of 
more than invisible spectacles distorting the 
vision of actuality, it must contribute to fruit- 
ful acnon. Hence, Dewey’s later xvork struck 
at the conventional approach to philosophy 
that set knowledge above action and formula- 
tion above practice. Dewey, on the contrar)', 
insisted that man’s beliefs about his world 
must be integrated with his behefs about right 
conduct; ethical systems xvhich xvcrc not 
rooted in the facts of science were irrelevant. 
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Foremost among the beliefs requiring ad- 
jstment sverc those derived from isolating the 
ognitivc experience and exalting it above the 
thcr experiences of man That isolation 
temmed from a prcscicntific social structure 
nd a ps)'chology which had formulated the 
bsurdit)- of a discrete “individual" who was 
he passive recipient of a ready-made expen- 
nee instead of himself a determining element 
1 that cxpenencc. Exalting thought above 


other modes of expenence had made philos- 
ophy a vanety of self-indulgence instead of 
a guide to life As Dewey secs it, the object 
of pragmatism is to restore intelbgence to 
Its proper function, lighting the road to ac- 
tion 

The selection here reprinted is from Studies 
tn the History of IdedS, Vol II (New York, 
1915) and IS published by permission of the; 
Columbia University Press. 


The Developitent of American Pragiitatism 

BY JOHN DEWEY 


. . Tire ESSAY In which Peirce developed his 
heory bears the ode How to make our Ideas 
'.lear There is a remarkable sinidarity here to 
lands doctrine m the efforts which he made to 
iterpret the universalhy of concepts m the do- 
lam of experience in the same way m which 
lint established the law of praaicil reason in the 
omam of the a prion “The rattonal meaning of 
lerj’ proposioon lies m the future. But of 
he myriads of forms into which 1 proposioon 
aay be translated, what is that one which is to be 
ailed Its very meaning? It is, accordmg to the 
iragmatist, that form in which the proposioon 
ecomes applicable to human conduct, not in these 
ir those special circumstances, nor when one en- 
crtalns this or that special design, but that form 
ihich IS most directly applicable to self-control 
mder every situation, and to every purpose,” So 
Iso, “the jiragmatist docs not make the swiniiwn 
'Oman to consist in acoon, but makes it to con- 
ist in that process of evoluoon whereby the cx- 
ttent comes more and more to embody gener- 
is . . ” — m other words — the process whereby 
he existent becomes, v ith the aid of action, a body 
if rational tendencies or of habits generalized as 
mich as possible These statements of Peirce are 
juite conclusn e with respect to two errors which 
ire commonly committed m regard to the Ideas 
if the founder of pragmatism It is often said of 
iragmatism that it makes acnon the end of life, 
t IS also said of pragmatism that it subordmates 
bought and rational acth it) to particular ends of 
merest and profit It is true that the theory ac- 
mrding to Peirce's conception implies essennally 
1 certain relation to action, to human conduct, 
lut the nile of action B that of an intcrmediaiy In 
irdcr to be able to attribute a meaning to con- 
lepis, one must be able to appl) them to existence. 


Now It IS by means of action that this applicaaon 
IS made possible And the modification of existence 
which results from this application consitutes the 
true meamng of concepts. 

Pragmatism is, therefore, far from bemg that 
glorilitnition of action for its own sake which B 
regarded as th^eculiaf characterisDc of Amer- 
ican hfe. Tnis theory was Amtncan in its 
origin m so far as it insisted on the necessity of 
human conduct and the fulfillment of some aim 
m order to clarify thought But at the same ome. 
It disapproves 01 those a-spects of American life 
which make action an end m itself, and which 
conceive ends too narrowly and too practically. 
In considering a system of philosophy m its rcla- 
oon to national factors it is necessary to keep in 
mmd not only the aspects of life which are incor- 
porated in the system, but also the aspects against 
which the system is a protest. There never was 
a philosopher who has merited the name for the 
simple reason that he glorified the tendencies and 
characteristics of his social environment, lust as it 
is also true that there never has been a philosopher 
who has not seized upon cettam aspects of the life 
of his time and ide^ized them 

The work commenced by Peirce was continued 
by William James. In one sense James narrowed 
the appbeanon of Peirce’s pragmatic metliod, but 
at the same time he extended it. The articles which 
Perece wrote m 1878 commanded almost no at- 
tention from philosophical circles, which were 
then under the dommatmg influence of tlie neo- 
kanrian idealism of Green, of Cared, and of the 
Oxford School, excepting those arcles m which 
the Scottish philosophy of common sense mam- 
tained its supremacy In 1898 James inaugurated 
the new pragmatic movement in an address en- 
titled, “Pbllosopbical Conceptions and Practical 


THE NEW FREEDOM 


922 

Results," later reprinted in the volume, “Collected 
Essays and Revieavs.” Even in this early study one 
can easily notice the presence of those two tend- 
encies to restrict and at the same tune to extend 
early pragmatism. . . . 

William James alluded to the development 
which he gave to Peirce’s expression of the prin- 
ciple. In one sense one can say that he enlarged 
the bearing of the principle by the substitution of 
panicular consequences for the general rule or 
method applicable to future experience. But m 
another sense this substitution limited the applica- 
tion of the principle since it destroyed the im- 
portance attaclied by Peirce to tlie greatest pos- 
sible application of the rule, or the habit of con- 
duct— its extension to universality. That is to say, 
William James was much more of a nominalist 
than Peirce. 

One can notice an extension of pragmatism in 
the above passage. James there alludes to the use 
of a method of determining the meaning of truth. 
Since truth is a term and has consequently a mean- 
ing, tins extension is a legitimate application of 
pragmatic method. But it should be remarked 
that here this method serves only to make clear 
the meaning of the term, and has nothing to do 
with the truth of a particular judgment. The prin- 
cipal reason wliicli led James to give a new color 
to pragmatic method was that he was preoccupied 
with applying the method to determine the mean- 
ing of philosophical problems and questions and 
that moreover, he chose to submit to examination 
philosophical notions of a theological or religious 
nature. He wished to establish a criterion which 
would enable one to determine whether a given 
philosophical question has an authentic and vital 
meaning or whether, on the contrary, it was trivial 
and purely verbal; and in the former case, what 
interests were at stake, when one accepts and af- 
firms one or the other of two theses in dispute. 
Peirce was above all a logician; whereas James was 
an educator and wished to force the general pub- 
lic to rcali/x that certain problems, certain pnilo- 
sophical debates have a real importance for man- 
kind, because the beliefs which they bring into 
play lead to very different modes of conduct. If 
this important distinction is not grasped, it is im- 
possible to understand the majority of the ambigu- 
ities and errors which belong to the later period 
in the pragmatic movement. . . , 

William James accomplished a new advance in 
Pragmatism by his theory of the will to believe, or 
as he himself later called it, the right to believe. 
The discovery of the fundamental consequences 
of one or another belief has without fail a certain 
influence on that belief itself. If a man cherished 


novelty', risk, opportunity and a variegated es- 
thetic rcalitx', he will certainly reject any belief in 
Monism, when he clearly perceives the import of 
this system. But if, from the very start, he is at- 
tracted by esthetic hamioiiv, classic proportions, 
fixity even to the extent of absolute security and 
logical coherence, it is quite natural that he should 
put faith in Alonism. Thus William James tool 
into account those motives of instinctive sympathy 
which play a greater role in our choice of a philc^ 
Sophie system tlian formal reasonings, and he 
thought that we would be rendering a service to 
the cause of philosophical sincerity if we would 
openly rccogniicc the motives which inspire us. 
He also maintained tlic thesis that the greater part 
of philosophic problems and especially those 
which touch on religious fields are of sucli a nature 
that they are not susceptible of decisive evidence 
one way or the other. Consequently he claimed 
the right of a man to choose his beliefs not only 
in the presence of proofs or conclusive facts, but 
also in the absence of all evidence of this nature, 
and above all when he is forced to choose between 
one meaning or anotlicr, or when by refusing to 
choose, his refusal is itself ccjuivalcnt to a choice. 
The theory of the will to believe gives rise to mis- 
understandings and even to ridicule; and therefore 
it is necessary to understand clearly in what way 
James used it. We arc always obliged to act in any 
case; our actions and with them their consequences 
actually change according to the beliefs which wc 
have chosen. Moreover it may be that, in order to 
discover the proofs which will ultimately be the 
intellectual justification of certain beliefs — the be- 
lief in freedom, for cx'amplc, or the belief in God 
— It IS necesary to begin to act in accordance with 
this belief. 

In his lectures on Pragmatism, and in his volume 
of essays bearing the Jtlc “The Meaning of 
Truth,” which appeared in 1909, James extended 
the use of the pragmatic method to the problem of 
the nature of truth. So far wc have considered the 
pragmatic method as an instrument in determining 
the meaning of words and the vital importance 
of philosophic beliefs. Now and then we liavc 
maac allusion to the future consequences which 
arc implied. James showed, among other things, 
that in certain philosophic conceptions, the af- 
firmation of certain beliefs could be justified by 
means of the nature of their consequences, or by 
the differences which these beliefs make in ex- 
istence. But then why not push the argument to 
the point of maintaining that the meaning of tnitli 
in general is determined by its consequences’ AVe 
must not forget here that James was an cinpiricin 
before he was a pragmatist, and repeatedly stated 
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that prajnutum is mcrdy empiricism pushed to 
Its legitimate conclusions. From a general point 
of new, the pragmatic atutudc consists m “look- 
mg away from first thinmi, principles, ‘categories,’ 
supposed necessities, and of loohmg towards last 
things, fruits, consequences, facts.” It is onl) one 
step further to apply the pragmatic method to the 
problem of truth \Vhat direction therefore, 
must an empirical philosopher take who wishes to 
arrive at a defimnon of truth by means of an em- 
pirical method? He must, if he wants to apply 
this method, and without btmgmg m for the pres- 
ent the pragmatic formula, first find particular 
cases from which he then gencralires. It is there- 
fore in submitting conceptions to the control of 
expenenee, m the process of verifying them, that 
one finds examples of n hat is called truth There- 
fore the philosopher who apphes this empirical 
method, wnthout the least prejudice m favor of 
pragmatic doctrmc, can be brought to conclude 
that truth “means” senficanon, or if one prefers, 
that \cnfication either actual or possible, is the 
definition of truth 

Pragmatism, thus, presents itself as an extension 
of histoncal empiricism svith this fundamental dif- 
ference, that It does not utsut upon antecedent 
phenomena but upon consequent phenomena, not 
upon the precedents but upon the possibilities of 
acaon, and this change in point of view is almost 
reiolutionary m its consequences. An empiricism 
w hich IS content with repeating facts already past 
has no place for possibility antffor liberty It can- 
not find room for general conceptions or ideas, at 
least no more than to consider them as summanes 
or records. But when we take the pomt of view 
of pragmatism we see that general ideas have a 
sen' dilTcrent role to play than that of reporting 
and registering past experiences. They are the 
bases for organizing future observations and ex- 
pcnenccs. \Vhcrcas, for empiricism, m a world 
already constructed and detennmed, reason or 
general thought has no other meamng than that 
of sununing up particular cases, m a world where 
the future is not a mere w ord, w here theories, gen- 
eral notions, rational ideas haic consequences for 
action, reason necessarily has a constructive func- 
tion. Kcvcnhcless the conceptions of reasoning 
hue only a secondaiy interest in comparison with 
the reality of facts, since they must be confronted 
with concrete observations.' 

Pragmatism thus has a mctaplq'sical implication. 

' M’illum James said m a hipp\ metaphor, that they 
litim lie ‘'cashed in.” bj producing ipcafic consc- 
This expression means tint thej must be able 
lo hecome concrcic facts. But for those who are not 
lamiliar with a\mcrKan idionis, James’ formula w-as 
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The doctrine of the value of consequences leads 
us to uke the future into consideration And this 
takmg into consideration of the future takes us to 
the conception of a universe whose evolution is 
not finished, of a umi erse which is still, m James’ 
term, “in the making,” “in the process of becom- 
ing,” of a universe up to a certam pomt still plastic 
Consequently reason, or thought, in its more 
general sense, has a real, though limited function, 
a creative, constructiv e funcaon If we form gen- 
eral ideas and if we put them m action, consc- 
oences are produced which could not be pro- 
uced otherwise. Under these conditions the 
world will be different from what it would have 
been if thought had not intervened This con- 
sideration confirms the human and moral impor- 
tance of thought and of its reflective operanon in 
expenenee. It is therefore not true to say that 
James treated reason, thought and knowledge with 
contemjit, or that he regarded them as mere means 
of gammg personal or even social profits For him 
reason has a creative function, limited because 
specific, which helps to make the world other than 
It would have been without it It makes the world 
really more reasonable, it gives to it an intrinsic 
value. One will understand the philosophy of 
James better if one considers it m its totality as a 
revision of English empincism, a revision which 
replaces the value of past expenenee, of what is 
already given, by the future, by that which is 
mere possibility. 

These considerations naturally bring us to the 
movement called instrumentalism "016 survey 
which we have just made of James’ philosophy 
shows that he regarded conceptions and theones 
purely as instruments which can serve to consn- 
tntc future facts in a specific manner But James 
devoted himself pnmanly to the moral aspects of 
this thcotj', to the support which it gave to “mel- 
iorism” and moral idealism, and to the conse- 
quences w'hich followed from it concerning the 
sentimental value and the bearing of various 
philosophical sjuitems, pamcularly to its destruc- 
nve imphcaoons for momsac rationalism and for 
absolutism in all its forms He never attempted 
ro dcielop a complete theory of the forms or 
“structures” and or the logical operanons which 
are founded on this conception. Instrumentalism 
IS an attempt to constitute a precise logical theory 
of concepts, of judgments and mfcrcnccs in their 


taken to mean that the consequences themselves of our 
ranona! conceptions must he narrowly limited by their 
pecunary value. Thus Mr Bertrand Russell wrote just 
recently that pragmatism is merely a manifcstaDon of 
American commercialisni. 
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\'arious foniis, by considering primarily how 
thought functions jn the experimental determina- 
tions of future consequences. Tliat is to say, that 
It attempts to establish universally recognized dis- 
tinctions and rules of logic by deriving them from 
the reconstructive or mediatnc function ascribed 
to reason. It aims to constitute a theory of the 
general forms of conception and reasoning, and 
not of this or that particular judgment or concept 
related to its own concent, or to its particular im- 
plications . . . 

The psychological tendencies which have ex- 
erted an influence on instrumentalism arc of a bi- 
ological rather than a physiological nature. They 
arc closely related to tlie important movement 
whose promoter in psj’chology has been Doctor 
John Watson and to which he has given the name 
of Behaviourism. Briefly, the point of departure of 
tins tlieory is the conception of the brain as an or- 
gan for the co-ordination of sense stimuli (to 
which one should add modifications caused by 
habit, unconscious memory, or what are called to- 
d^’ "conditioned reflexes”) for the purpose of 
cfiectmg appropriate motor responses. On the 
basis of the theory of organic evolution it is main- 
tained that the analysis of intelligence and of its 
operations should be compatible with the order of 
known biological facts, concerning the intermedi- 
ate position occupied by the central nervous sys- 
tem in making possible responses to the environ- 
ment adequate to the needs of the living organ- 
ism. It is particularly interesting to note that in the 
“Studies in Logical Theory" (1903), which was 
their first declaration, the instrumentalists recog- 
nized how much they owed to William James for 
having forged the instruments which they used, 
while at the same time, in the course of the studies, 
the authors constantly declared their belief in a 
close union of the "nonnative” principles of logic 
and the real processes of thought, in so far as these 
arc determined by an objective or biological psy- 
chology and not by an introspective psychology 
of states of consciousness. But it is curious to note 
that the "instruments” to which allusion is made, 
are not the considerations which were of the great- 
est service to James. They precede his pragma- 
tism and it is in one of the aspects of his "Prin- 
ciples of Psychology” that one must look for them. 
This important work (1890) really developed txvo 
distinct theses. 

The one is a re-interpretation of introspective 
psychology, in which James denies that sensa- 
tions, images and ideas are discrete and in winch 
he replaces them by a continuous stream which he 
calls "the stream of consciousness.” This concep- 
tion necessitates a consideration of relations as an 


immediate part of the field of consciousness, ha\. 
ing the same status as qualities. . . . 

The other aspect of ins “Principles of Psychol- 
ogy” is of a biological nature. It shows itself in ns 
full force in the criterion xvliich James cstablislicd 
for discovering the existence of mind “The pur- 
suance of future ends and the choice of means* for 
their attainment arc thus the mark and criterion 
of the presence of mentality in a phenomenon," 
The force of this cmcrion is plainly show n in the 
chapter on Attention, and its relation to Interest 
considered as the force which controls it, and ns 
teleological function of selection and mtcgrauon; 
m the chapter on Discrimination and Comparison 
(Analysis and Abstraction), where he discusses 
the way in xvhich ends to be attained and the 
means for attaining them evoke and control intel- 
lectual analysis; and in the chapter on Conception, 
where he shows that a general idea is a mode of 
signifying particular things and not merely an ab- 
straction from particular cases or a super- 
empirical function, — that it is a teleological instru- 
ment. Janies then develops this idea in the chapter 
on reasoning where he says that “the only mean- 
ing of es.scncc is teleological, and that classification 
and conception are purely teleological weapons 
of mind.” . . . 

Given the point of view which wc have just 
specified, and tlie interest attaching to a logical 
theory' of conception and )udgmcnc, there results 
a theory of the following description. The adapta- 
tions made by mfcripr organisms, for example 
tlicir effective and co-ordinated responses to 
stimuli, become teleological in man and therefore 
give occasion to thought. Reflection is an indirect 
response to the environment, and the clement of 
indirection can itself become great and very com- 
Heated. But it has its origin m biological adaptive 
ehaviour and its ultimate function in its cognitive 
aspect is a prospective control of the conditions of 
Its environment. The function of intelligence is 
tlicrcfore nor that of copy'ing the objects of the 
environment, but rather of taking account of the 
way' in xvhich more effective and more profitable 
relations with these objects may be established m 
the future. . . . 

Such a summary survey' can hardlv pretend to 
be cither convincing or suggcstix'c. However, in 
noting the points of resemblance and difference 
bctw'ccn this phase of pragmatism and the logic of 
nco-hegclian idealism, wp arc bringing out a point 
of great importance. According to the latter logic, 
thought constitutes in the last analy'sis its own 
object and even the universe. It is possible to affirm 
the existence of a series of forms of judgment, be- 
cause our first judgments, which arc nearest to 



9^5 


THE AftffiRlCAN MIND 


sense, succeed in constituting objects in only a 
pjrail and fragmentan’ fashion, even to the ex- 
tent of insolv^ m their nature an clement of 
contradiction There results a dialectic which per- 
mits each interior and partial tj-pe of judgment to 
pass mto a more complete form unnl we finally ar- 
ris e at the total judgment where the thought 
which comprehends the ennre object or the uni- 
\ersc as an orgamc whole of interrelated mental 
disnncoons. It Is evident that this theory’ magm- 
fics the r6le of thought beyond all proportion It is 
an objeeme and rational idealism which is op- 
posed to and distinct from die subjective and 
perceptual idealism of Berkeley’s school Instru- 
mentalism. however, assigns a positiv e function to 
thought, that of reconstituting tlic present stage of 
thmgs instead of merely knowing them. As a con- 
sequence, there cannot be mtnnsic degrees, or a 
hierarchy of forms of judgment Each tj'pc has 
Its own end, and its validit)’ is entirely determmed 
by Its cllicacv in the pursuit of its end A limited 
perceptual judgment, adapted to the situation 
which has given it birth, is as true as is the most 
complete and significant philosophic or scientific 
judgment m its place. Lope, therefore, leads to a 
realistic metaphysics m so far as it accepts facts 
and events for what they are mdependcnUy of 
thought, and to an idealistic meuphj'Sics in so far 
as It contends that thought gives birth to distinc- 
tive acts which modify future facts and events m 
such a way as to render them more reasonable, 
that IS to say, more adequate to the ends which 
we ptopose for ourselves The ideal element is 
more accentuated by the mclusion progressively 
of soaal faaors in human environment over and 
above natural factors, so that the needs which are 
fulfilled, the ends which are attained arc no longer 
of a mctelj biological or particular character, but 
include also the ends and activities of other mem- 
bers of society 

It IS natural that continental thinkers should be 
interested in American phdosophy as it reflects, m 
a cenam sense, American life Thus it is clear 
after this rapid survej of the histoty of pragma- 
tism that American thought merely continues 
European thought. Wc have imported our lan- 
guage, out law $, out msututions, our morals, and 
our religion from Europe, and we have adapted 
them to the new conditions of our life. The same 
B true of our ideas Eor long J cars our philosophi- 
cal thought was merely an echo of European 
thought The pragmatic movement which we have 
traced in the present essay as w cll as nco-realism, 
behaviourism, the absolute idealism of Rojee, the 
naturalistic idealism of Sanravana, arc all attempts 
at rcadaptanon, but they arc not creations de not o 


They have their roots in British and European 
thought Since these sj-srems are rc-adapanons 
they take mto consideration the distmcove traits 
of the environment of Amcncan life But as has al- 
ready been said, they are not limited to reproduc- 
ing what IS worn and imperfcCT m this environ- 
ment. They do not aun to glorify the energy and 
the love of action which tlic new conditions of 
American life exaggerated They do not reflect 
the excessive mercantilism of American life. W ith- 
out doubt all these traits of the environmgnt have 
not been without a certam influence on Amencan 
philosophical thought, our philosophy would not 
be national or montancous if it were not subjen to 
this influence But the fundamental idea which the 
movements of which we have just spoken, have 
attempted to express, is the ideal that action and 
opportunity justify themselves only to the degree 
in which they render life more reasonable and m- 
creasc its value. Instrumentalism mamtains m op- 
posmon to many contrary tendencies m the 
Amcncan environment, that action should be m- 
tcUigent and reflective, and that thought should 
occupy a central position in hfc. That is the reason 
for our insistence on the teleological phase of 
thought and knowledge If it must be teleological 
m pamcnlar and not merely true in the abstract, 
that IS probably due to the practical element which 
IS found m all the phases of Amcncan life. How- 
ever that may be, what wc insist upon above ail 
else IS that mtcUigcncc be regarded as the only 
source and sole guarantee of a desirable and happy 
future. It IS beyond doubt that the progressive and 
unstable character of American life and aviliza- 
lion has facilitated the birth of a philosophy which 
regards the world as being m continuous forma- 
tion, where there is still place for mdetermmism, 
for the new and for a real future Bur this idea 
IS not c-xclusivcly Amencan, although the con- 
dmons of Amencan life have aided this idea in 
bccommg self-conscious. It is also true that Amen- 
cans tend to underestimate the value of tradition 
and of tanonahtj' considered as an achievement of 
the past. But the world has also pivcn proof of ir- 
rationality in the past and this irrationally is in- 
corporated in our beliefs and our instltunow. 
There arc bad traditions as there arc good ones- 
it IS always important to dtstmguish Our neglect 
of the traditions of the past, with whatever this 
negligence implies m the way of spinmal impover- 
ishment of our hfc, has its compensation m the 
idea that the vvmrld is rc-commcncing and bemg 
re-made under our ejes The future as w'ell as the 
past can be a source of interest and consolation 
and give meanmg to the present Pragmatism and 
mstrumcnUl expermientalism bring mto promi- 
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nence die Importance of the indlvidua]. It is he 
who is the carrier of creative thought, the author 
of action, and of its apphcaaon. Subjectivism is 
an old story in philosophy; a stor}' which began in 
Europe and not m America. But American phi- 
losophy, in the sj'stems which we have expounded, 
has given to the subject, to the individual mind, 
a pracucal rather than an epistemological function. 
The mdividual mind is imponant because only 
the individual mind is the organ of modifications 
in traditions and institudons, the vehicle of ex- 
perimental creation. One-sided and egoistic m- 
dividualism in American life has left its imprint in 


our thought. For better or for worse, dependinr 
on the point of view, it has transformed the li 
thetic and fixed individualism of the old Europcaa 
culture into an active individualism. But the idea 
of a society of individuals is not foreign to Ameri- 
can thought, It penetrates even our current indi- 
vidualism which is unreflcctive and brutal. And 
the individual which Amencan thought idealises 
is not an individual per se, an individual fixed in 
isolation and set up for himself, but an mdividual 
who evolves and develops in a natural and human 
environment, an mdividual who can be edu- 
cated. . . . 
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THE AMERICAN SCENE 


THE MUCKRAKERS 

The teciimque of investigation and exposure, politics was limited to the larger canes flooded 


uhich had its first great populanty in the 
uorh of Henry Demarest Lloyd, became al- 
most a commonplace of journalism in the years 
before the first World War These factual 
presentations (although many were luridly 
told) of some of the more unpleasant features 
of the Amcncan scene were read widely 
tilth the result that the age was not only that 
of the muchraher but aUo of the successful 
reformer. 

Of the newspapermen who set about put- 
ting the portrait of their time mto print, few 
were abler than Lincoln Steffens (1856-1936), 
11 ho came to New York after his Cabfomia 
education had been supplemented by a penod 
in Europe Steffens became a notable reporter 
as 11 ell as a fortunate operator m the stock- 
market, and then turned from the dailies to 
the more unhampered field of the popular 
magazine. In 1903, McClttre's began printing 
his senes of anicics on the political life of 
the Amcncan city General opinion had set- 
tled into the conviction that corrupuon in 


by immigrants, the pobncal life in a city with 
a population of sound native inhabitants was 
bound to be pure. 

Steffens tested that opmion by observed fact 
and proved it false Despite their complex 
populanons, the larger cities were making the 
most strenuous efforts to escape boss rule On 
the other hand, home-owmng Philadelphia was 
the most disheartening spectacle m the nation, 
for Philadelphia was aware of corruption and 
acquiesced m iL More disturbing still, Steffens 
found that dishonesty in politics was only the 
reflecoon of dishonesty m business, and this 
was the force which was threatening the 
foundations of Amcncan morab. The founda- 
aons were strong enough to withstand these 
attacks said Steffens, the people simply needed 
education— and then they would find leaders 
who would reestablish good government in 
America In very considerable measure his op- 
timism was justified 

The selection here reprmted is from The 
Shame of the Ones (New York, 1904). 


The Shmte of the Cities 

BY LINCOLN STEFFENS 


fvTSOOUenON, A\D SoMF CONCLUSIONS 

Tim IS NOT a book It is a collection of articles 
repnntcd from McClure's Magjzsue Dane as 
joumilism, thc\ are journalism still, and no fur- 
tjicr pretensions arc set up for them in thetr nc%v 
"001160 "1th a purpose, 
thev v.crc published scnalK with a purpose, and 
tnci arc repnntcd now together to further that 
wnic purpose, which was and is— to sound for 
the ct\ ic pnde of an appircntlv shameless citizen- 
ship 

There must he such a thing, wc reasoned All 


our big boasong could not be empty vanity, nor 
our pious pretensions hollow sham Amcncan 
achievements m science, art, and business mean 
sound abitraes at bottom, and our hypocrisy a 
race sense of fundamental ethics. Even in gov- 
emment wc base given proofs of potential great- 
ness, and our polincal failures are not complete, 
the) arc simply ridiculous. But they are oars Nor 
alone the triumphs and the statesmen, the defeats 
and the grafters also represent us, and just as truly 
Whv not see it so and sav it^ 
men 1 sec out on my trateb, an honest New 
1 orkcr told me honestly that I would find that the 
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Irish, the Catholic Irish, were at the bottom of 
it all cverjnvhcre. Tlie first city I went to was St. 
Louis, a German city'. The next was Minneapolis, 
a Scandinavian cit)', with a leadership of New 
Englanders, Then came Pittsburg, Scotch Presby- 
terian, and that was what my New York friend 
was, “Ah, but they are all foreign populations,” 
I heard. The next city was Philadelphia, the purest 
American community of all, and the most hope- 
less. And after that came Chicago and New York, 
both mongrel-bred, but the one a triumph of re- 
form, die other the best example of good govern- 
ment that I had seen. The “foreign clement” e.x- 
cuse is one of the hypocriucal lies that save us 
from the dear sight of ourselves 
Another such conceit of our egodsm is that 
which deplores our politics and lauds our business. 
This IS the wail of the typical American citizen. 
Now, the typical American citizen is the business 
man. The typical business man is a bad citizen, he 
is busy. If he is a “big business man" and very 
busy, he does not neglect, he is busy with pohtics, 
oh, very busy and very businesslike. I found him 
buying boodlers in St. Louis, defending grafters 
in Minneapolis, originaung corruption m Pitts- 
burg, sharing with bosses in Philadelphia, deplor- 
ing reform in Chicago, and beaung good govern- 
ment with corruption funds in New York. He is a 
self-righteous fraud, this big business man. He 
is the chief source of corruption, and it were a 
boon if he would neglect pohtics. But he is not 
the business man that neglects politics, that worthy 
is the good citizen, the typical busmess man. He 
too is busy, he is die one that has no use and there- 
fore no time for polidcs. When his neglect has 

E emiitted bad government to go so far that he can 
e stirred to action, he is unhappy, and he looks 
around for a cure that shall be quick, so that he 
may hurrj' back to the shop. Naturally, too, when 
he tallcs pohtics, he talks shop. His patent remedy 
is quack; it is business. 

“Give us a business man,” he says (“like me,” 
he means). “Let him introduce business methods 
into politics and government; then 1 shall be left 
alone to attend to my business.” 

There is hardly an office from United States 
Senator down to Alderman in any part of the 
countT)' to which the business man has not been 
elected; yet polidcs remains corrupt, government 
pretty bad, and the selfish citizen has to hold him- 
self in readiness like the old volunteer firemen to 
rush forth at any hour, in any weather, to prevent 
the fire; and he goes out sometimes and he puts 
out the fire (after the damage is done) and he 
goes back to the shop sighing for the business man 


in politics. The business man has failed in polidcs 
as he has in citizenship. Why^ 

Because polidcs is business. That’s what’s the 
matter with it. That’s what’s the matter with 
everything, — art, literature, rehgion, journalism, 
law, medicine, — they’re all busmess, and all — as 
you see them. Make politics a sport, as they do in 
England, or a profession, as they do m Germany, 
and we’ll have — well, something else than we have 
now, — if we want it, wluch is another quesdon. 
But don’t try to reform politics with the banker, 
die lawyer, and the dry-goods merchant, for these 
are business men and there are two great hin- 
drances to their achievement of reform, one is that 
they are different from, but no better than, the 

[ lolidcians, the other is that pohtics is not “their 
me.” . . , 

The commercial spirit is the spirit of profit, 
not patriotism; of credit, not honor; of individual 
gam, not national prosperity; of trade and dick- 
ermg, not principle. “My business is sacred,” says 
the business man in his heart. “Whatever prospers 
my business, is good, it must be. Whatever hinders 
It, IS wrong, it must be. A bribe is bad, that is, it 
is a bad thing to take, but it is not so bad to give 
one, not if it is necessary to my business.” “Busi- 
ness is business” is not a political sendment, but our 
politician has caught it. He takes essentially the 
same view of the bribe, only he saves his self- 
respect by piling all his contempt upon the bribe- 
giver, and he has the great advantage of candor. 
“It is wrong, maybe,” he says, "but if a rich mer- 
chant can afford to do business with me for the 
sake of a convenience or to increase his already 
great wealth, I can afford, for the sake of a living, 
to meet hmi half way. 1 make no pretensions to 
virtue, not even on Sunday.” And as for giving 
bad government or good, how about the merchant 
who gives bad goods or good goods, accordmg 
to the demand? . . . 

But do the people want good government? Tam- 
many says they don’t. Are the people honest? Are 
the people better than Tammany? Are they better 
than the merchant and the pohdeian? Isn’t our 
corrupt government, after all, representative? . . . 
No, the contemned methods of our despised 
olitics are the master methods of our braggart 
usincss, and the corruption that shocks us in 
public affairs we practice ourselves in our private 
concerns. There is no essential difference between 
the pull that gets your wife into society or for 
your book a favorable review, and that which gets 
a heeler into office, a thief out of jail, and a rich 
man’s son on the board of directors of a corpora- 
tion, none between the corruption of a labor 
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union, a banV, and a political machine, none be- 
tween a dummy director of a trust and the caucus- 
bound member of a legislature, none between a 
labor boss like Sam Parks, a boss of banka like 
John D Rockefeller, a boss of railroads like J P 
Morgan, and a political boss like Matthew S Quay 
The boss is not a political, he is an American 
institution, the proouct of a freed people chat 
have not the spine to be free. 

. , We are pathetically proud of our demo- 
cratic institutions and our republican form of gov- 
ernment, of our grand Constitution and our )ust 
laws. We are a free and sovereign people, we 
govern ourselves and the government is ours. But 
that IS the point We ate responsible, not our lead- 
ers, since we follow them. \Vc let them divert our 
lojalty from the Umted States to some “party”, 
w e let them boss the party and turn our municipal 
dcmocraacs mto autocraaes and our republican 
nation into a plutocracy We cheat our govern- 
ment and we let our leaders loot it, and we let 
them wheedle and bribe out sovereignt)’ from us. 
True, they pass for us stria laws, but we are con- 
tent to let them pass also had laws, givmg away 
public property in exchange, and our good, and 
often impossible, laws w e allow to be used for op- 

E rcssion and blackmail And what can we say? We 
reak out own laws and rob out own government, 
the lady at the custom-house, the lyncher with 
his rope, and the captain of industiy with his bribe 
and his rebate. The spirit of graft and of lawless- 
ness IS the American spirit. 

The people are not innocent That is the only 
"news" in all the journalism of these articles, and 
no doubt that was not new to many observers. It 
was to me When I set out to describe the corrupt 
sj-stems of certain tvpical cities, I meant to show 
simply how the people were deceived and be- 
trav'ed But in the v erv first study — St Louis — the 
startling truth lap bare that corruption wias not 
mcrclv political, it was financial, commercial, so- 
cial, the ramifications of boodle were so complex, 
various, and far-rcaching, that one mind could 
hardiv grasp them, and not even Joseph W Folk, 
the tircTcss prosecutor, could follow them all This 
state of things was indicated in the first amclc 
which Claude H Wetmort and 1 compiled ro- 
cthcr, but It was not shown plainly enough Air 
\'ctmorc lived in St. Louis, and he nad respea for 
names which meant little to me. But when I went 
next to iMinneapolis alone, 1 could see more inde- 
pcndcmlv, without respea for persons, and there 
were traces of the same phenomenon. The first St. 
Louis anicle vv as called “Tw eed Days in St Louis,” 
and though the “better citizen" received attenuon 
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the 'Tweeds were the center of mterest. Tn “The 
Shame of Minneapolis,” the truth was put mto the 
title. It was the Shame of Almncapolis, not of the 
Ames admmistrauon, not of the Tweeds, but of 
the city and its atizens. And yet Minneapolis was 
not nearly so bad as St. Louis, police graft is never 
so umversal as boodle. It is more shocking, bur it 
IS so filthy that it cannot mvolv e so large a part 
of society. So 1 returned to St- Louis, and 1 went 
over the whole ground agam, with the fieople m 
mind, not alone me caught and conviaed boodlers. 
And this time the true mcamng of “Tweed days 
m St Louis” was made plain The article was 
called “The Shamelessness of St. Louis,” and that 
was the burden of the story In Pittsburg also the 
people was the subject, and though the civic spirit 
there was better, the extent of the corruption 
throughout the social organization of the com- 
munity was indicated But it was not till I got to 
Philadelphia that the possibilities of popular cot- 
nipuon were worked out to the limit of humili- 
ating confession That was the pbee for such a 
stuify There is nothmg like it m the country, ex- 
cept possibly, in Cincmnaci, Philadelphia certamly 
IS not merely corrupt, but corrupted, and this was 
made clear Philadelphia was charged up to — the 
Amencan citizen 

If 1 could—and 1 will some day — should 
show that one of the surest hopes we have is the 
politician hunself Ask him for good politics, pun- 
ish him when he gives bad, and reward him when 
he gives good, make politics pay. Now, he saj’s, 
you don’t know and you don’t care, and that you 
must be flattered and fooled — and there, 1 say, 
he 13 wrong I did not flatter anybody, I told the 
truth as near as I could get it, and uistead of re- 
sentment there was 'encouragement. After “The 
Shame ol Mmneapolis,” and “The Shamelessness 
of St. Louis,” not only did citizens of these cities 
approve, but citizens of other cities, -mdividuals, 
groups, and organizations, sent m mvitations, hun- 
dreds of them, “to come and show us up, we’re 
w orsc than they are ” 

Wc Amcncans may have failed We may be 
mercenary and selfish Democracy with us may 
be impossible and corruption inevitable, but these 
articles, if they have proved nothmg else, have 
demonstrated beyond doubt that we can stand the 
truth, that there is pnde m the charaacr of 
American citizenship, and that this pride may be 
a DOW er m the land So this little volume, a record 
of shame and jet of self-respect, a disgraceful 
confession, yet a declaration of honor, is dedicated, 
in ail good faith, to the accused— to all the citizens 
of all the cmes in the Umted States. 
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WEALTH AND INCOME 


By Till: FiiisT Di.CADi: of tlic twentieth century, 
the social settlement movement and English 
studies like Charles Booth’s Life and Labor in 
London had stimulated American sociologists 
to more careful observation and recording of 
the actual conditions of certain segments of 
American life. Two such studies arc repre- 
sented by Frank H. Streightoff’s Standards of 
Living among the Industrial People of Amer- 
ica (Boston, 1911) and Robert Hunter’s Pov- 
erty (New York, 1904). 

Poverty, the older of the two, deals with 
the very first years of the century and con- 
cerns Itself with the “marginal” worker whose 
reward, according to the nlarginal-utilit)' 
economists, measured the contribution of 
labor to the ultimate product. Robert Hunter 
(1874- ), who became one of the early 

settlement workers in America, attcmjits to de- 
fine poverty, to describe its meaning to the 
people who endure it, and to relate how pov- 
erty passes into pauperism. Hunter relies on 
his own professional experiences for the body 
of his facts, but he makes use of government 
reports and the books of other observers. 

Poverty he defines as the condition of life 
of those whose income is not sufficient to 
keep them in a state of genuine physical ef- 
ficiency. TlierO is little factual information 
about the e.vtent of poverty: we lack statistics 
on wages, unemployment, pauperism, and the 
number of men killed by accidents. Certain 
inferences may be drawn from what facts are 
available, however. About one fifth of the 
population of the industrial states and about a 
tenth of the remainder of the country live 
in poverty. 

Poverty is a social wrong. Hunter argues, 
and requires social remedy. Remedial action 
is hindered, however, by the structure of the 
American government, where the still back- 
ward South defeats Northern efforts to raise 
the standard of living. Consequently, nothing 
in the way of justice or reform is to be ex- 


pected in the next few years. Hunter has a 
program, none the less. He recommends gov- 
ernment regulation of working hours, the pro- 
hibition of child labor, social insurance, and 
the restriction of immigration. If such meas- 
ures were enacted, the United States might 
sec an end of the process by which society 
forces people into poverty, whereupon char- 
ity proceeds to pauperize them. 

Frank H. StreightofFs study of the stand- 
ard of living is factual in method and lacks 
the indignation animating Hunter’s survey. 
The facts, as StreightofT’s tables present them, 
afford material for Hunter’s conclusions. Un- 
employment was widespread, averaging three 
months in the year in the eases studied; 80 
percent of its incidence was for reasons be- 
yond control of the unemployed. Wage dif- 
ferentials seemed to depend on the length of 
time during which a trade had been organ- 
ized. Industry was leaving the larger centers 
to take advantage of the cheaper and more 
docile labor available in smaller towns. 
Though crowding might be less in such areas, 
people xvcrc no better housed; the semi rural 
one-industry regions lodged their workers in 
quarters worse than any New York tenement. 

The low-income groups were inadequately 
housed, they were poorly clad and badly fed 
because they lacked sufficient knowledge of 
nutrition to make the most of the food they 
could buy. Also, earning power was further 
lessened by the high incidence of accidents. In- 
sufficient education decreased earning power, 
too, for the poor took their children from 
school before they had completed the elemen- 
tary grades. Even if the children remained in 
school, they would get no proportionate bene- 
fit since teaching xvas often incompetent and 
the curriculum usually unsultcd to the needs 
of boys and girls who must earn their living 
or make homes soon after leaving grammar 
school. Thus, StreightofFs careful statistical 
compilations. Higher incomes were necessary 
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to assure America’s continued economic ad- 
vance. 

A half decade later, Willford Isbell King 
(i8Bo- ) published another careful statisti- 
cal analysis m his Wealth and Income of the 
People of tlx United States (New York, 
1915). He studies national income and savings 
for the first time, seeks to determine the dis- 
tribution of the nauonal product among its 
various classes of receivers, and reviews the 
course of real hourly wages histoncally. Over 
tlie long term, there has been extraordmaty 
progress, due to great increases in productiv- 
ity. And from 1865 to 18915, there has been 
a generally upward movement of real wages. 
But, apparently since 1906, a downward move- 
ment appears to have set in, and thus King 
and the others — as far as the contemporary 
scene is concerned — arc in essential agreement. 
(Later staosticians were to question King’s 
conclusions about the first decade of the new 
ccntur)’. See below. Part XI ) Though it is un- 
possiblc to picture the distribution of income 
among the people as a whole. King finds that 
I 6 percent of the population is receiving 19 
percent of the income, while 88 percent get 
fti percent of it. In 1896, King notes, 88 per- 
cent got 65 percent of the nation’s income. 


Despite all this, Kmg pomts out that the 
Amencan worker is better off than his fellows 
m any other country The great increase in 
Amenca’s wealth and productivity Would 
have further increased the worker’s share of 
the nanortal mcome had it not been for the 
pressure of immigration from Southern and 
Eastern Europe, which bears heavily on the 
wages of unskilled labor and thereby brings 
down the general standard. It Is immigration 
that has reduced labor’s gams therefore, a loss 
without compensation on the east shore of the 
Atlantic, for the European birth rate has been 
raised not lessened by emigration so that nb 
improvement of European living standards has' 
taken place. The world’s great need, Kmg 
concludes, is not “social legislation’’ but meas.* 
ures to decrease the birth rate and so help man 
“escape from the chains of want forged by 
his own passions ’’ 

The selections are from Poverty (1904), re- 
pnnted by permission of The Macmillan 
Company, Standards of Living among the ln-‘ 
diistnal People of Anienca (1911), by per- 
mission of Houghton Mifflin Company, and 
Wealth and Income of the People of the 
United States (1915), by permission of The 
Macmillan Company. 


Poverty 

BY ROBERT HUNTER 


. . . Butto ESTIMATE in the most conservathe way 
possible, let us take mote or less arbitrarily $460 
a year as essential to defray the expenses of an 
aieragc famllv, — a father, a mother, and three 
children, — m the cities and mdustnal communities 
of the New England states, of New Yotk, Pennsyd- 
vanla, Indiana, Ohio, and lUmois In the cities the 
amount ought to be placed higher and in the 
smaller towns the estimate would namrally be 
lower, but on the whole the aserage seems a fair 
one In the South about $yoo a year would prob- 
ably coier the cost of like necessaries Thb esti- 
mate of $joo for a family of aieragc size m the 
South, and of Sydo for a family of average size in 
the mdustrial states of the North, would approach 
lerv ncatU a fur standard for the poverty line, 
that is to u). If any workmg-class family should 


be unable to obtam this wage, they Would m all 
Ilkebbood be unable to obtain the neccssanes for 
maintaining physical efficiency 
Even if all were agreed upon these amounts, ai 
fair estimates of necessary yearly wages in the 
North and South, there is still an obstacle in the 
way of measurmg the extent of poverty by this 
method This obstacle consists m the inadequacy 
of our wage statistics. It is hardly to be doubted 
that the mass of unskilled workers In the North 
recen c less than $460 a y car, or that the same class 
of laborers in the South receive less than $300 
But, unfortunately, that cannot be proved by any 
gristles obtamable. There arc, however, some 
fibres which show that a \crv' isrge number of 
workmen arc tinablc to obtain for ihcmsclves and 
families an average income equal to these stand- 
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ards. Testimony was given before the Industrial 
Commission showing that the 150,000 track hands, 
working on the railroads of the United States, 
received wages ranging from 47I* cents a day, in 
the Soutli, to S1.25 a day in die North. About half 
of these men arc not employed in the winter, so 
that their yearly wages are furdier reduced by a 
period of idleness. But, leaving that out of ac- 
count, the sum received in the South would 
amount to less than $150 a year, and the yearly 
wage in the North would amount to less than $375. 
The same witness tesdfied that these wages were 
also paid to the carmen and shopmen m the North 
and Soudi. Tlierc were 100,000 men employed in 
these latter trades. Before the same Commission 
testimony was given concerning the wages of the 
street-car employees. For these workers the wages 
ranged from $310 a year to $460. Mr. Elsas, of the 
Georgia cotton milk, confessed that the average 
wage paid his employees was $234 a year. Even 
men were given only from 75 to 90 cents a day for 
uvelve hours’ work. Dr. Peter Roberts says that 
the average yearly wage in the anthracite district 
is less than $500, and that about 60 per cent of 
the workers do not receive $450. . . . 

While the above figures are altogether too in- 
adequate to permit us to base upon them any 
csdmatc as to the extent of poverty, it seems 
reasonable to assume that the wages of the un- 
skilled laborers in this country rarely rise above 
the poverty line. A certain percentage are doubt- 
less able to maintain a state of physical efficiency 
while they have work, but when unemployment 
comes, and their wages cease, a great mass of the 
unskilled workers find themselves almost immedi- 
ately m poverty, if not indeed in actual distress. 

It can be assumed, therefore, fairly, I think, that 
the problem of poverty in this country is in ordi- 
nary times confined to a certain percentage of the 
unskilled laborers who have employment, to most 
unskilled laborers without employment, and to 
many unemployed skilled workers. In addition to 
these workers in povert)', there are those who are 
weak, infirm, unfortunate, the widows, the families 
of the sick or the injured, and those who are too 
incompetent, drunken, or vicious, etc., to be re- 
liable worlcmcn. These are, in the main, the classes 
of persons in poverty in this country. 

It IS safe to say that a large number of workers, 
the mass of unsldlled and some skilled workmen 
with their families, fall beneath the poverty line at 
least three times during their lives,-^uring child- 
hood, in the prime of life, and at old age. ... In 
this way laborers of the poorest class pass back- 
ward and forward over the poverty line. The 
conung of children, the leaving of children, the 


periods of employment and of uncmplojmient, the 
days of health, the days of sickness, the commg of 
infirmity, the hour of death, — all of these thmgs 
eitlier force the workers of tlus class backward, or 
carry' them forward over the poverty line. A large 
immigration, insanitary tenements, dangerous 
trades, industrial changes, panics and bankruptacs 
— a w'ord, the slightest economic disturbance 
or rearrangement — may precipitate them into 
miser)'. The margin of life upon which many of 
them live is so narrow that they must toil every 
possible hour of working time, and the slightest 
economic change registers its effect upon this class 
of workers. 

Any one gomg carefully through the figures 
whicli have been given will agree that poverty is 
widespread in this country. While it is possible 
that New York State has more poverty than other 
states, it is doubtful if its poverty is much greater 
proportionately than that of most of the industrial 
states. Twelve years ago 1 made what w'as practi- 
cally a personal canvass of the poor in a small 
town of Indiana. There were no tenements, but 
the river banks were lined with small cabins and 
shanties, inhabited by the poorest and most miser- 
able people I have almost ever seen. About the 
mills and factories were other wretched little com- 
munities of working people. All together the dis- 
tress extended to but slightly less than 14 per cent 
of the population, and the poverty extended to 
not less than 20 per cent of the people I cannot 
say how typical this town is of other Indiana 
tow'ns, but I have always been under the impres- 
sion that conditions were rather better there than 
in other towns of tlie same size. In Cliicago the 
conditions of poverty are certainly worse, if any- 
thing, than in the smaller towns, and that is also 
true of the poverty of New York City. On the 
whole, it seems to me that the most conservative 
estimate that can fairly be made of the disucss 
existing in the industnaJ states is 14 per cent of the 
total population, while in all probability no less 
than 20 per cent of the people in these states, in 
ordinarily prosperous years, are in poverty'. This 
brings us to the conclusion that one-fifth, or 
6,600,000 persons m the states of New York, 
Massachusetts, Connecticut, New Jersey, Pennsyl- 
vania, Ohio, Illinois, Indiana, and Michigan arc in 
poverty. Taking half of this percentage and ap- 
plying it to the other states, many of which have 
important industrial communities, as, for instance, 
Wisconsin, Colorado, California, Rhode Island, 
etc., the conclusion is that not less than 10,000,000 
persons in the United States arc m poverty'. This 
includes, of course, the 4,000,000 persons who are 
estimated to be dependent upon some form of 
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public relief WTiile the estimate is untmesdonably 
a conscrvatue one, h may be thought that, al- 
though the percentage, as applied to the industrial 
states, is fair, half of that percentage, as applied to 
the states largely agricultural, is too high I thmV, 
hnucier, that the figures concerning the number 
of farms rented and mortgaged would warrant the 
use of this percentage, if, indeed, there were not 
man> other facts to « arrant an assumpuon of 
that amount of povert)’ 

The conclusion that about 10,000,000 persons in 
the United States are m poserty is, of course, 
largelv based upon the figures of distress and of 
unemployment which hasc been given, and it 
w oula be warranted, were there no other mdica- 
tions of widespread poverty. However, many in- 
dications lend themselves to the support of this 
conclusion, A \ ery large proportion of the work- 
ing classes are propertyless, a very largp mass of 
people, not only m our largest ciucs, but in all m- 
dusmal communities as well, hie in most insani- 
taiy conditions, there is a high death-rate from 
tuberculosis in most of our states, a large propor- 
tion of the unskilled workers receive, even when 
employed, wapes msulHaent to obtain the neces- 
saries for maintaming physical effiaency, from 
all indications, the number injured and killed in 
dangerous trades is enormous, and, lastly, there is 
unccrtainti' of emploiment for all classes of 
workers. About 30 percent of the workers in the 
industnal states are employed only a part of each 
jear, and, m consequence, suffer a serious decrease 
in their yearlv’ wages, w hich, m the case of the un- 
skilled, at least, means to suffer poiertj'. Never- 
theless, the estimate that somewhat oier 10,000,000 
persons m this country arc m poverty does not 
indicate that our poverty is as great proportion- 
ately as that of England But it should oc said that 
a careful csamination would, m all probabibty, 
disclose a greater poverty than the esumate indi- 
cates . 

, . There arc probably in fairly prosperous 
years no less than 10,000,000 persons in poverty, 
that IS tn sav, underfed, undcrclothcd, and poorly 
housed Of these about 4,000,000 persons arc public 
paupers Oicr 24x104100 working-men arc uncm- 
ploicd from four to sue months m the year About 
500,000 male mimigrants arrue yearly and seek 
work m the very districts where unemployment 
IS greatest Xcarlv half of the families in the coun- 
trv arc properti less. Oicr 1,700,000 little chddren 
arc forced to become wage-earners when thev 
should still be m schook About j,ooo,ooo women 
find It necessary to work and about 24Xx),ooo ate 
employed in factoncs, mills, etc. Probably no less 
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than 1,000,000 workers are inpired or killed each 
year while domg their work, and about 10,000,000 
of the persons now living will, if the present rano 
IS kept up, die of the preventable disease, tuber- 
culosis. We know' that many workmen are over- 
worked and underpaid We know m a general 
nay that unnecessary' disease is far too prevalent 
We know some of the insanitary evils of tenements 
and factoncs, we know of the neglect of the street 
chdd, the aged, the infirm, the cnppled Further- 
more, wc arc bcgmning to rcahae the monstrous 
mjustice of compelling those who are unemployed, 
who arc injured in industry, who have acquired 
diseases due to their occupation, or who have been 
made widows or orphans bv industrial accidents, 
to become paupers in order that they may be 
housed, fed, and clothed. Something is known 
concemmg these problems of poverty, and some 
of them at least are possible of remedy. 

To deal with these specific problems, 1 have else- 
where mentioned some reforms which seem to me 
preventive in their nature They contemplate 
mainly' such legislaove action as may enforce upon 
the entire country certain minimum standards of 
working and of living conditions. They would 
make all tenements and factories sanitary, they 
w'ould regulate the hours of work, especially for 
women and children, they would regulate and 
thoroughly supervise dangerous trades, they 
would mstitute all necessary measures to stamp 
out unnecessary' disease and to prevent unneces- 
sary' death, they would prohibit entirely child 
labor; they would mstitute all necessary educa- 
tional and recreational msotutions to replace the 
soaal and educational losses of the home and the 
domestic workshop; they would perfect, as far as 
possible, legislation and institutions to make in- 
dnstry pay the necessary and legitimate cost of 
produemg and maintaming efficient laborers, they 
would institute, on the Imes of foreign experience, 
measures to compensate labor for enforced seasons 
of idleness, due to sickness, old age, lack of work, 
or other causes beyond the control of the work- 
man, they' w'ould prevent parasitism on the parr 
of either the consumer or the producer and charge 
up the full costs of labor m production to the 
beneficiary, instead of compellmg the worker at 
certain times to enforce his demand for mamte- 
nance through the tax rate and by becoming a 
pauper, they would restrict the power of em- 
plmer and of ship-oivncr to stimulate for purely 
selfish ends an e.vctssivc mimigraaon, and m thu 
W'ay to beat down wages and to mcrease unem- 
ployment. . . . 
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The Standard of Living 

BY FRANK H. STREIGHTOFF 


. . . TiiL MOST sATisrACTOKV Wage statistics how- 
ever are tliosc published as Bulletin no. of tlie 
permanent Census Bureau. In 1904, an investigation 
was made of 113,703, pr 62.9 per cent, of the manu- 
facturing establishments, and 3,297,819, or 47 per 
cent, or the wage-earners employed during the 
busy week. The crowning achievement or this 
investigation was the schedule copied as Table 
XMi in this essay. 


Assuming fifty weeks as the normal working 
year, this table shows 92,535 grown men earning 
less tlian S3 per week, or Si 50 per year, 338,635 
receiving less than $5 weekly, or $250 annually; 
1,116,199 peH no more than $8 a week, or S400 
per annum; 2,009,914 who are compensated at less 
than $10 per week, or $500 yearly; and 2,664,349 
who are not considered worth more than Si 2 a 
week, or $600 a year, to their employers. To these 


TABLE XMI 

ESTIMATED DISTUIDUTION DV WEEKLY EARNINGS OF AVERAGE NUMBER OF ALL WACE-EARNLRS, AND 

MEN, WOMEN, AND CHILDREN, I905 


All W^f^e-eamers Meii i6 years and over 




Percentage 

Cumulauvc 


Percentage 

Cumulative 

Weekly cammgs 

Ntnnber 

til groups 

percentage 

Nttmber 

in groups 

percentage 

Less tlian $3 

2i5<793 

4.1 

100 0 

9i>5i5 

2.2 

100,0 

$3 to $4 

264,626 

48 

95-9 

9 <>. 5 f >9 

*•3 

97.8 

4 to 5 

340,113 

6.1 

91.1 

>49.531 

3.5 

95-5 

5 to 6 

363,693 

6.7 

84.9 

>77.550 

4.2 

92.0 

6 to 7 

454,285 

8.3 

78.2 

272,288 

64 

87.8 

7 to 8 

453 .J 03 

8.3 

69.9 

3 * 7 . 7*6 

7.7 

81,4 

8 to 9 

423,689 

7.8 

61.6 

336,669 

7-9 

73.7 

9 to 10 

619,465 

”•3 

53.8 


> 3 -> 

65.8 

10 to 12 

708,858 

13.0 

42.5 

654435 

>54 

5*-7 

12 to 15 

741,036 

13-5 

29.5 

714,816 

16.9 

37-3 

15 to 20 

618,314 

11.3 

1 6.0 

609,797 

>44 

20.4 

20 to 25 

171,844 

3-1 

4-7 

>70,571 

4.0 

6.0 

25 and over 

85,402 

1.6 

1.6 

85,005 

2.0 

2,0 

Total 

5470.3*1 

100.0 


4 .* 44,538 

100.0 



Women 16 years and over 

Children under i6 years 

Less than $3 

77 . 8 *d 

7-3 

100.0 

55 . 43 * 

34-7 

100.0 

S3 to $4 

n 5 . 74 » 

10.9 

92.7 

52,316 

3*-7 

65.3 

4 to 5 

158,926 

14.9 

81.8 

31,656 

19.8 

32.6 

5 to 6 

173.713 

16.3 

66.9 

12430 

7.8 

12.8 

6 to 7 

I 7^.**4 

16.5 

50.6 

' 5.773 

3.6 

5.0 

7 to 8 

124,061 

11.7 

34.1 

14>6 

0.9 

14 

8 to 9 

86,467 

8.1 

124 

553 

0.3 

0.5 

9 tp 10 

62,193 

5.8 

14.3 

226 

O.I 

0.2 

10 to 12 

54.340 

5-1 

8.5 

83 

O.I 

0.1 

12 to 15 

26,207 

*•5 

3-4 

>3 

(•) 

(") 

15 to 20 

8,516 

0.8 

0.9 

I 

(•) 

(‘) 

20 to 25 

i .*73 

0 I 

O.I 




25 and over 

397 

(*) 

(") 




Total 

1,065,884 



159.899 




(®) Less than one tenth of i per ccnc 
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can be added at least half i milbon coal-miners 
and railroad hands, with the result that in mann- 
facture, transportauon. and mirung over three 
million men, about half of whom bear the entire 
burden of supportmg their families, ore unable to 
command incomes of S6oo per year It must be 
remembered that persons occupied in the me- 
chanical pursuits, three fourths of those engaged 
m trade and transportation, and all those interested 
in the field of domestic and personal semee, m 
fact about one half of the men more or less di- 
rectlv connected with manufactutmg and urban 
pursuits, have been left entirely out of this ac- 
count It Mould be conservative to estimate the 
number of adult males, usually classed as mdustnal 
M orkers and persons engaged In personal service, 
who rccciie less than a year for their labor, 
at fisc million Again, by multiply mg the figures 
for persons engaged in manufactures, some of the 
budding trades, coal-minmg, clerks m trade and 
transportation, and bartenders, and of the radway 
emploiees, as classified in the abstract of the 
Twelfth Census and the Sutistical Report of the 
Interstate Commerce Commission (figures of 
1900), by the percentages which mav be readily 
calculated from those given by the Commissioner 
of Labor, it is dev eloped that 4,979,000 adult males 
are employed at less than Sii a week, the equiva- 
lent of S600 a )car Smee many trades arc not 
mentioned at all m this computation, it is safe to 
consider the five million before mennoned as a 
conservative estimate of the number of male in- 
dustrial workers who do not earn $600 a year 
Professor RsTin wrote, “the conclusion seems justi- 
fied that at least 60 per cent of male workers in the 
cities of the Urated States are to-day (1905) re- 
ceivmg less than $600 annually " “A promi- 
nent official in one of the largest chanties in New 
York Carv thinks that Sioo a dav, or about $614 
a V car ts necessary for a family of five in that city.” 
Professor Rvan 1$ wallmg to accept $600 He thus 
summarizes his conclusions "Anjnhmg less than 
S600 per vear is sot a Livmg Wage in any of the 
cities of the United States, second, this sum is 
raonvBLv a Linng IVage m those cities in the 
Southern States in w hich fuel, clothing, food, and 
some other items of espenditure arc cheaper than 
in the North, third, it is possiblv a Living Wage 
in the moderatelv sized cities of the West; Norrfi, 
and Last, and fourth, in some of the largest cities 
of the last named regions, it is ccrtainlv sot a Liv- 
ing A\’age ” 

It was such a surprise to man> when the com- 
mincc of the New ^ ork Sure Conference of Char- 
ities and Corrections decided that $8j4 was the 
necessary income to allow a family of five to 


mamtabi a fairly proper standard of living in 
New York City, that it may well be quesnoned 
whether Sdoo is not too low a mmimum for the 
large majority of the smaller cities m the North, 
East, and West To test this critcnon, a very in- 
tclhgent man who works at odd jobs m Middle- 
town, Connecticut, was consulted At first he was 
confident that a decent livmg could not be ob- 
tained for less than S750 per vear It was impressed 
upon bun that it was a vtmnnum wage, merely 
enough to maintam physical and mental efficiency 
that was sought On the basis of his accounts for 
1908, and much careful calculation, he finally pro- 
duced the followmg as his mmunurn estimate 

Mmmtmn cost of living for one year 


for faintly of five 


Rent 

$IJO 

Fuel, 5 tons of coal 

35 

I cord of wood 

5 

Food, Groceries 

168 

Mniv, I quart per day at 8 cents 

29 20 

Vegetables 

24. 

Meat and fish 

96 

Oothing 

140 

Church and other organiraoons 

20 

pleasure 

20 

Doctor 

12 

Miscellaneous 

40. 

Total 

709 10 


This cstunate can be summarized thus- 


Rent 

$120 

16 

Food 

31720 

44.8 

Qothing 

140 

'9 7 

Fuel 

40 

5 ' 


This leaves 13 j per cent for other expenditures 
which, in comparison with the standards m chap- 
ter on budgets, is not excessively large. 

Now assume arbitrarily that the family consists 
of a husband, a wife, a boy between eleven and 
fourteen, a child, between seven and ten, and a 
baby under three, the total food consumption will 
be that of 3 70 adult males. At twenty-tw 0 cents 
per man per day, it would cost $197 a year to 
prov'ide adequate nourishment for this household 
The estimate of this man, then, was not too high 
His famdy, especially his wife, is not by any means 
well clothed in the usual sense of the term, but 
appears to be equipped with the minmium for 
health and comfort. Reduce his figure for clothmg 
to S120 It will be remembered that Dr Chapm 
concluded that a family could not be clothed for 
less than $100, and did not affirm that this sum 
would suflSec His esnmate makes absolutely no 
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provision for night-clothes, overshoes and other 
equipment ncccssarj' for encountering storms, and 
the amount allow cd for foot wear, particularly for 
each boy, is incredibly' small. So 5iio for clothing 
IS certamly not too lugh, especially in the light of 
the standard fixed by the low'a Bureau of Labor 
Statistics. One hundred and twenty dollars a year 
will not hire a very good house, but diminish this 
figure to Sioo. The necessar)' expenses now are. 


Food 

5297 

Rent 

100 

Cloth mg 

120 

Fuel 

40 

Church and other organizations 

20 

Medical attendance 

12 

Amusement 

20 

Miscellaneous 

40 

Total 

649 


Surely this is not a high estimate for a Living 
Wage. It makes no provision for saving. iMiddlc- 
town IS a small city, and its prices arc compara- 
nvely low'. The estimate was ver\' carefull}' made 
as a minimum and then reduced by SLxts' dollars. 
It is, then, conservauve to set S650 as the extreme 
low' limit of the Livmg Wage in cities of the 
North, East, and M^est. Probably S600 is high 
enough for the cities of the South. At tliis w'age 
there can be no savmg and a minimum of pleasure. 
Yet there arc in the Umted States, at least five mil- 
lion industrial workmen who arc earmng Sdoo or 
less a year 

It w’lll be remembered that 1,116,199 men en- 
gaged in manufacture alone are cammg no more 
than $400 per annum, and 2,009,914 are receiving 
no more than $joo. If all mdustrid occupations arc 
considered, probably four million men are not en- 
joying annual incomes of $600. 


Wealth and Income 


BY WILLFORD I. KING 


The National Dividend 

By deducting the total capital savings from the 
book mcome, w'e arrive at the national dividend. 
Table XXII gives us a very' rough estimate of the 
total savings and of the value of the goods actually 
consumed by the people. . . . 

But, after all reasonable allowances have been 
made, the fact remains, practically, that, bcginnmg 


with 1870, there has been an increase in the na- 
tional dividend so enormous that it cannot logi- 
cally be ascribed to anything but the tremendous 
advance in productive power due to the revolu- 
tionary improvements in industry w'hich have 
characterized the last half century. It seems im- 
probable that any other great nation has ever ex- 
perienced such sweeping gams in the average in- 
come of the inhabitants It has, almost necessarily. 


TABLE XXII 

THE NATIONAL DIVIDEND 


FOR THE CONTINENTAL UNITED STATES MEASURED IN PURCHASING POWER 

Estimates Based on Production 



Estimated 

Total 

Income 

in 

Estimated 
Capital 
Savings in 
Millions 

Net Goods 
Consumed 
in 

Millions 

Index of 

Value at Prices of 
1890-1899 of all 
Goods Consumed 

Per 

Total m Capita 

Census 

Millions 

of 

of 

Price 

Millions of 

in 

Year 

of Dollars 

Dollars » 

Dollars •> 

Level 

Dollars 

Dollars 

1850 

2,214 

400 

1,814 

139.2 

1,303 

56 

i860 

3,636 

843 

2.793 

141 3 

1.977 

63 

1870 

6,720 

1,047 

5,673 

221.6 

2,560 

66 

1880 

7.391 

1,267 

6,124 

132.4 

4,626 

92 

1890 

12,082 

i,6iz 

10470 

113.6 

9,218 

146 

1900 

17,964 

1,569 

i 6 , 39 S 

101,7 

16,121 

212 

1910 

30,529 

2,000 

28,529 

126 5 

22,552 

245 


’ Estimated by deducting from the average annual mcrease m wealth for the decade, the average annual in- 
crease in land values for the same period. 

Column 2 minus column 3. 
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been accompanied by a great nse m the standard 
of lK*ing The increase has not been so much in the 
quantit)’ as in the quality of the ^oods thought of 
as necessaries by the aterace atizcn Today, the 
urban houseuifc, for example, looks upon mrmtng 
natcr, a bath room, electric lights, a gas range, 
and a piano as nccessaiy household cqmpments. 
She demands that her food be purchased not m 
bulk, but In air-tight sanitarj’ packages. She does 
not care to go to market but expects her purchases 
to be dcliiercd m small amounts at frequent inter- 
vals. She must have clothmg not only sufficient for 
comfort and neatness but also stnctly a U mode. 
Her children must not thumb dog-eared books 
and dim slates while seated m a dingy httle room 
on rough uooden benches in the presence of a 
pedagogue who pieces out his wages as a farm 
laborer by teaching “the three R's” during the 
winter On the contrary, they must have an end- 
less chain of mtetcsting reading books, must write 
in prett)’ clean tablets, and must work with up-to- 
the-mmute laboratory equipment under the direc- 
tion of highly tramed teachers m a beaunful, light, 
airy school room Neither are the children ex- 
pected to quit school when they have learned to 
'figger” and to parse They must go to high school 
and become versed in the scientific knowledge of 
the day, with a little home economics, music, and 
manual training on the side VkTien supper is over, 
the children and their parents do not entertam 
each other or visit the neighbors, but instead hire 
the services of paid entertainers at the theatre or 
mov mg picture show or take a nde m the boat or 
car or automobile No matter which way one 
turns, the demand is far better and better qualitj', 
more and more elaborate service, greater and 
greater varictv . 

But, after all, absolute figures are of but little 
Interest to most of us. \^^llch has been gaming at 
tlie eiqiense of the others’ WTiich has been losing 
out in the race? The answer to these questions a 
presented in Table XXXI. 


TABLE ixxi 

THE rxTIMATED PFJICE.'.TAOES OF THE TOTAL NATIOSAL 
INCOME BECEnED RESPECTIVELY BY LABOR, CAPITAL, 

land, anti the e.n-irepre.neor 

Shares of P roduct 

Census Wages and Interest Rent Profits Total 
Vear Salanes 
1850 358 

1B60 37 a 

1B70 486 

18^ 51 j 


”3 

77 

44.0 

(00^ 

>4 7 

8.8 

39 J 

100^ 

129 

6.9 

3 ia 5 

(OO^ 

18 6 

87 

’> 3 

100 I 


1890 

53 j 

14.4 

7 j 5 

24.6 

100 I 

1900 

47-3 

150 

7-8 

30 0 

100 I 

19x0 

469 

168 

88 

’7 5 

100 0 

The Shares of Capital and 

the 

E.VTEEPEENEtIS 


The combmed share of interest and profits 
showed a strikmg dechne between i860 and 1870 
and has smee tended to remain practicaUy con- 
stant. The dechne was probably laiigely a result of 
the freeing of the slaves and the destrucuon of 
capital due to the Dvil War When the slaves 
were largely transformed into wage earners, the 
natural outcome was a large mcrease m the wages 
bill at the expense of interest and profits The in- 
dustry of the South wias so disorganized by the 
conflict that it took a number of years for busmess 
to get on Its feet again, hence, the share of profits 
and interest was cut down even further though 
this effect was parnally offset by the higher in- 
terest rates prevafling for the capital which 
escaped destruction 

The Share of Labor 

Since rent has constituted a share relatively sta- 
uonary and comparatively ununportant m amount, 
wages have been practically the complement of 
the combined factors of interest and profits. The 
great nse of the share of wages during the decade 
i860 to 1870 has therefore just been accounted for 
m explainmg the fall of mterest and profits. It will 
be noted that the nse in the percentage received 
by wages continued slowly until 1890 and has since 
been gradually declinuig Is there any logical ex- 
planation of this change? 

Statistical studies of the fracoon of the total 
mcome gomg to wages arc so rare that few if any 
laws on this score have yet been mducovcly 
formulated Economists arc not even umted upon 
any deductive theory for this case. Any reasons 
assigned, therefore, must be purely hypothetical 
The most probable causes for the decline of the 
last two decades arc perhaps the disappearance of 
free land, with the attendant mcreasc m the pres- 
sure upon our natural resources, and the great m- 
flux from abroad of labor of a low degree of 
effiaency. UTicthcr these are or are not Ac cot- 
rcCT explanations of the changing trend, the fact 
remains that the total share going to labor has, of 
recent years, been falling off despite the efforts of 
labor unions and combinations It still remains a 
mooted question whether anv labor organization 
not monopolizing practically the whole wage earn- 
ing class can, through combmauon, cause a larger 
share of the total nanonal income to be paid as 
wages tlian would fall to the lot of labor under a 
regime of free competition 

It IS the worker’s share of the product which 
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seems to appeal most to the imagination of present 
day writers. This is tlic period in which “down- 
trodden labor” IS at least coming to have its im- 
portance recognized. But the question of primar)’ 
Importance is not how much docs labor as a whole 
receive but how much, on the average, does each 
laborer get. Is tlic worker being treated justly? 
Docs the unskilled toiler receive a fan living wage? 
If not, how can his condition be bettered? 

And these queries arc rightly considered of the 
first imponancC. The overwhelming majorit)' of 
our population arc dependent primarily upon 
wages for their income and, therefore, the eco- 
nomic welfare of the nauon is largely synonymous 
with the M'agcs of the working people measured in 
purchasing power; m other words, it depends 
upon the extent to which the money wages re- 
ceived arc adequate to furnish the necessities and 
customary luxuries of life. 

But nOtliing is more futile than the denunciation 
of the employers as a wicked and heartless class 
because they refuse to pay higher wages. The em- 
ployer is the slave of existing competitive condi- 
tions. In the established and better understood in- 
dustries, he cannot long pay higher wages for the 
same grade of labor than do his competitors or he 
will soon be forced to the wall. But these comped-- 
tive conditions may be changed. They arc the re- 
sults of law and custom and society can, by legal 
cnactlncnt, largely revolutiontec them at its pleas- 
ure. Suppose, that, by radical legislative changes, 
the largest possible fraction of the national divi- 
dend was diverted to the share of wages. How 
would it affect the wage earners? 

In 1910, tlic wages bill of the nation was ap- 
proximately $14,303,600,000. It IS possible that the 
government might tax away all rent and turn the 
proceeds to the benefit of labor. Interest cannot be 
decreased without resulting in a loss of saving; 
hence, the interest bill could scarcely be lessened 
without destructive effects to the capital supply of 
the country, thus ruining our industries. Nothing, 
therefore, could be gained from that source. Aver- 
age profits, as will be seen by reference to Table 
XXXII, ate only about half as large again as aver- 
age wages. We could not get the services of 
entrepreneurs for nothing and it must be conceded 
that the farmers and planters and business men, 
as a rule, rank higher in efficiency tlian docs the 
average employee; therefore, these entrepreneurs 
must necessarily be paid somewhat more than the 
average wage of the latter. Suppose, that, as the 
maximum possible allowance, we took one fourth 
of all profits and diverted those also to the benefit 
of the employees. The total allowance for wages 


and salaries would now amount to about Si 9,079,- 
500,000, or a gain of almost exactly one third over 
and above the present payments for labor. 

But not nearly all of this one thud addition 
would be a gam to the income of the employed 
classes, for very many employees own land and 
derive a considerable fraction of their income 
from its rent. The commonest example of this is 
the case of homeowners who enjoy the services of 
die land on which their residenec stands. Many 
others receive rent and profits indirectly through 
the ownership of the stocks or bonds of corpora- 
tions. A few obtain profits through business ven- 
tures of their own. For these employees, the trans- 
fer of rent and profits to the wages fund means 
taking money out of one pocket and transferring it 
to another, though the amount lost might be 
greater or less than that gamed. Thus, it would 
seem improbable that, with our present national 
reductive power, any feasible system of distn- 
ution could increase the average wage earner’s 
income m purchasing power by more than one 
fourth and diis is an extreme rather than a mod- 
erate estimate. While such a change might or 
might not be desirable, it would, at least, work no 
startling revolution in the condition of the em- 
ployees of the United States. The grim fact re- 
mains that the quantity of goods turned out abso- 
lutely limits the income of labor and that no re- 
form will bring universal prosperity which is not 
based fundamentally upon increasing the nadonal 
income. After all, the Classical Economists were 
right in emphasizing the side of production in con- 
tradistinction to that of distribution. Nature re- 
fuses to yield her bounty e,Xccpt in return for 
effort e.xpended. Demands for higher wages have 
never yet unlocked her storehouses. 

We have talked about the possibilities, through 
a new system of distribution, of increasing the 
income of the laboring classes. We have observed 
that labor has been fairly successful In retaining 
about a half of the total product, but this tells us 
nothing about the portion going to each individual 
and the last is a question of vastly more miportancc 
than the study of the share obtained by labor en 
masse. Has tlie compensation for the efforts of 
the average laborer increased as fast as should be 
the case considering the tremendous Improvements 
in industrial processes? Has the entrepreneur dis- 
taneed the employee in the race, constantly secur- 
ing the lion’s share of the added spoils? Some light 
will be thrown upon these questions by reference 
to Table XXXIl. 

According to generally accepted economic thc- 
orjs the price of labor is determined by the value 
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TADLE IXXtt 


nrc ESTIMATED RETURNS FOR PERSONAL 




Total 


Average 



Wtges 


Monty 



and Sala- 

Number 

Wage 


Index 

ries in 

o/Em- 

perEm- 


of 

Millions 

pWees 

pioyee 

Census 

Price 

of 

ui Thou- 

per 

Year 

Level* 

Dollars 

sands 

Annum 

185* 

V391 

791.8 

j, 88 q 

$104 

■ 860 

141 3 

1.35 ■ 1 

5,090 

165 

i8pJ 

221.6 

3.»69 5 

8,140 

397 

1880 

13M 

3,803.6 

11, >90 

3»3 

1890 

I13 6 

6461.8 

id.tio 

398 

1900 

loi 7 

84907 

ao.350 

417 

1910 

116 5 

14,303 6 

28,100 

507 


• United States Bureau of Labor wholesale pn« 
u Purchasing power of the money wage at the pric 
' Purchasing poM-cr of the mone)’ profits at the prii 


EFFORTS IN THE COVTlTtENTAL UNTIED STATES 


Average 

W^e 

Total 


Average 

Monty- 

Average 

per fin* 
ployte 
in Pur- 

Profits 

Number 

Profits 

Profits per 

in 

o/Ehtre- 

inDbl- 

Encrepre- 

MiUions 

prencurs 

larspet 

neui; tn 

chasing 

of 

m Thou- 

Entre- 

Purchasmg 

Power** 

DoMais 

sands 

prenCur 

Powet ' 

147 

9739 

1,100 

443 

318 

1B8 

ivf 30 7 

i,'s° 

454 

3 ” 

179 


4 .* 7 “ 

497 

224 

244 

1,571 6 

^,600 

281 

212 

350 

1,967 1 

%ioo 

4IE 

368 

410 

5,382 i 

8,720 

617 

607 

401 

8408 I 

9.350 

899 

7 ” 


index for year preceding the CctisuL 
3 of 1890-1899 
res of 1890-1B99. 


of Its product. When labor has much capital and 
natural resources w tth which to work, the price of 
labor 15 high, and vice versa. We have seen that 
the capital supply has more than kept pace with 
the number of workers but that the land supply 
per man has decreased We shall examine into the 
net effects which this change has produced on la- 
bor In considering the pnee of labor as a com- 
modttt', each occupation and industry has been 
given a constant weight in order that the results 
might not be XTtiated by t vatymg composition of 
the Wage earning bodv at different dates. The 
weights arc rougmy proportional to the nmhbcr 
of workers at some oate chosen. The results are 
all computed from the reports of goscmmental 
im cstigations, hate been carefully checked, and 
are believed to be reasonably accurate for the en- 
tire ground coseted, except tn the case of agncul- 
tural labor This is subject to a considerable de- 
gree of error but is based on the only government 
reports atailable, those published bv the Depart- 
ment of Agnculture. 

The figures for wages precedmg 1890 are all 
based on the Aldnch Report prepared bv' Roland 
P Falkner The weights there used w'Crc varied 
according to the reported number of workers in 
each industry from year to scar This gives an 
index of average earnings per hour rather than an 
index of the price of labor. The distmction is im- 
ponant, but it is unlikely that the difference in 
the weighting systems would notictabl) change 
the indices obtained It is almost certain that the 
trend of wages shown would not be matcnaliy 
affected 

The fan should be noted that, while we have 


heretofore been dealing noth the eammgs of all 
employees, the followmg tables take into con- 
sideration wage eamcis only, entirely omittmg all 
salaried tvorkers The first tables show chahges 
in the hourly rates. It was impossible to get ac- 
cofate statistics cotictmmg tht wages of womefi 
before 1890, hence the figures for 5 ie years i8yo 
to 1890 are wholly for male workers 

It is only necessary to call artenaon to a few 
sahent features It is nooceablt that the pnee of 
labor B much more stable than the price of othet 
commodities The tfemendouj rise of the lattef In 
i86j, due to the greenback infiaDon, was accom- 
panied by a smaller mcrease m money wages re- 
sultmg m a marked drop in the purchasing power 
of an hour's work In almost every mstance, wages 
have failed to respond folly to short tunc price 
fluctuanons and, as a result, there is close inverse 
corrclaoon between the short tune changes m the 
commodity' price level and average real wages. 

From i86y to 1896, the general trend of real 
wages ivas very steadily toward higher levels, ex- 
cept for temporary baeWts. After 1896, the prog- 
ress upward ceased and, smee ipofi, there are some 
suspicious indications of a general dcclme The 
important feature is that the ascent has been 
checked, and that, right m the face of the great- 
est mdustnal development that the w'orld has ever 
seen. A little further vision on the part of our 
sutesmen at Washmgton seems, at present, even 
more essential to the welfare of the working 
classes than does the mvcntive gemus of the scien- 
tist in his laboratory, the monopolizing power of 
the labor union, or the organizing abuity of the 
great captain of industry . . , 
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TABLE XSXIV 

INDICES OF COMMODITY PRICES AND OF HOURLY 
WAGES FOR MEN IN ALL INDUSTRIES 

Base 1890-1899 


Year 

Index 

of 

Money 

Wages* 

1850 

47.1 

1851 

476 

1852 

48.8 

1853 

49.1 

1854 

514 

1855 

52-3 

1856 

53-1 

1857 

54.2 

1858 

53 0 

1859 

53-5 

i860 

54-2 

1861 

54.6 

1862 

57 -J 

1863 

65-5 

1864 

73-9 

1865 

82.7 

1866 

85.8 

1867 

90.5 

1868 

92.7 

1869 

94.1 


Index of 

Index of 
Wages 

Com- 

in Pur- 

modtry 

chasing 

Prices 

Power 

loo 6 

468 

1 1 1.2 

42.8 

1104 

44.2 

1184 

41.5 

1184 

43-4 

123.1 

42.5 

126.6 

41.9 

128.5 

42.2 

127.6 

41.6 

1 16.0 

46.1 

1 12.7 

48.1 

106.1 

51-5 

1174 

488 

149.0 

44.0 

194.0 

38.1 

261.8 

31.6 

211.6 

40 6 

186.9 

484 

196.1 

47-3 

171.7 

54.8 


Year 

Index 

of 

Money 
Wages • 

1870 

94.8 

1871 

94-4 

1872 

94.8 

1873 

94.2 

1874 

922 

1875 

914 

1876 

87.6 

1877 

83.2 

1878 

81.5 

1879 

806 

1880 

82.7 

1881 

87.2 

1882 

884 

1883 

92.1 

1884 

897 

1885 

90.2 

1886 

91 0 

1887 

93-3 

1888 

94.1 

1889 

970 

1890 

100.2 


Index of 

Index of 
Wages 

Com- 

in Pur- 

modicy 

chasing 

Prices 

Pow cr 

162.8 

58.2 

^ 53-4 

61.5 

H 9 3 

63.5 

H 54 

64.8 

1465 

62.9 

H 5-3 

62.9 

1382 

634 

128.1 

64.9 

1179 

69.1 

107.1 

75-3 

118.3 

69.9 

122 2 

7'-3 

123.0 

71.9 

120.2 

76.6 

1 15.7 

776 

105.2 

85.7 

105.3 

864 

106 6 

87.5 

108.5 

86.7 

iii.i 

87.3 

105 6 

94 ^ 


Computed from Tables 41 and 44, Senate Report 13^4, Part I, 1893, pp. 176-8. 
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TABLE XJXV 

RELATIVE PRICES OF COMMOOmEB ANT) MEN’s LABOR 
PER HOUR IN ALL INDUSTRIES 
Base 1890-1899 





Index of 




Index of 




Com- 




Com- 



Com- 

modity 



Com- 

modit)*^ 


I^or 

modity 

Value of 


Labor 

modity 

Value of 

Year 

Index 

Index 

Labor 

Year 

Index 

Index 

Labor 

1890 

100 2 

105 6 

94.8 

1905 

“5 5 

”53 

108,8 

1891 

100 5 

105^ 

950 

2906 

232 0 

220 0 

no 0 

1892 

loi 8 

1037 

98 1 

2907 

»37 I 

225 8 

109 0 

1893 

loi 6 

104,6 

97 1 

2908 

1335 

2254 

1064 

1894 

9*57 

983 

98-4 

2909 

2329 

i3ao 

102 2 

1B93 

98 2 

96,0 

102 3 

2910 

2376 

'35 J 

xoi 8 

1896 

990 

94.6 

104.7 

1912 

142 0 

133 3 

105 8 

1897 

993 

94-7 

104.8 

2921 

1452 

241 0 

103 0 

1898 

99(5 

97 ' 

202.6 

At price 




1S99 

IO 3 X) 

995 

103.5 

of labor 








per hour. 




1900 

107^ 

1033 

102.6 

2890-99 

$0 2510 



1901 

1101 

1075 

102 5 





1902 

1144 

112^ 

I0I4S 

Av price 




1903 

U98 

1 14.5 

104.6 

of labor 




1904 

122 6 

MS 0 

1066 

per hour. 








1911 

$0 2192 






AMERICAN PROBLEMS 


CORPORATE AND FINANCE CAPITALISM 
IN AMERICA 

COMMISSIONER OF CORPORATIONS 


In 1904, the gathering protest against corpor- 
ate abuses reached President Theodore Roose- 
velt, Through hip influence, a provision for a 
Bureau of Corporations was inserted into the 
bill organizing the new Department of Com- 
merce and Labor, This Bureau was to turn the 
salutary light of publicity on certain corporate 
activities and, if nothing else, to make Amer- 
icans aware of the dangers of monopoly prac- 
tices, Notable among the Bureau’s reports is 
the Report on the Steel Industry (1911), 
which tells part of the story of the organiza- 
tion of the Umted States Steel Corporation, 

The cgnpolidation of plants had created a 
situation in which several large units in the 
steel industry competed for the market in 
heavy steel products. Competition operated 
with sufficient effect to cause marked discom- 
fort among rival interests, the report declares, 
and the great steelmakers of the country, un- 
der the guidance of the elder Morgan, decided 
that union was desirable. This was notably so 
because Andrew Carnegie, the greatest manu- 
facturer of heavy steel, was threatening to go 
into the light steel field in order to join battle 
with the rivals created by the investment 
bankers. 

A holding company was organized in 1901, 
therefore, and its billion dollars in capital 
stock and more than three hundred millions 
of bonds were exchanged for the plants and 


goodwill of the competing Carnegie, Rocke- 
feller, Morgan and Moore interests in steel, 
Carnegie was eliminated as a source of dis- 
turbance and harmony was restored by the 
erection of a system integrating all the ele- 
ments in steel production — from the ore beds 
of thp Great Lakes area to the mills of Pitts- 
burgh and Chicago for fabricating steel \virf, 
Also, the downward movement of prices in 
steel was checked — the era of “administered 
prices” had begun. 

In addition to detailing the story of the 
merger, the Commissioner of Corporations atr 
tempted a physical valuation of the plant and 
material assets belonging to the new holding 
company. That appraisal made clear the ex- 
tent to which corporate stock represented an 
intangible asset rather than a tangible one; 
even at a current market valuation of plants 
and other assets, the “billion dollar” United 
States Steel Corporation was worth no more 
than $700 million; almost half of its securities 
represented “capitalized goodwill.” 

The Bureau of Corpo''itions continued to 
exist until 1914 when it was replaced by the 
Federal Trade Commission having amplified 
powers to check unfair methods of comped- 
tion. 

The selecdons here reprinted are from the 
Bureau’s Report on the Steel Indtistry (2 vols., 
Washington, 1911). 
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Keport on the United States Steel Corporation 

BY THE BUREAU OF CORPORATIONS 


Org^nkatios of TiiF United States Steel Cor- 

PORATION IS 1901 

^USDA^^E^TAL CAUSES OF THIS CONSOLIDATION 

The rm-’DAMENTAt. causes of the formation of the 
United States Steel Corporation n ere substantially 
the tame as m the case of the earlier consolidations 
described abose, namely, (i) restncoon or pre- 
tention of competition bv combination, (a) in- 
tegration, (3) stock inflation. 

UTiile m the case of the several consolidations 
thus far considered all three of these causes were 
nor invanably present, all of them were factors in 
the organization of the Steel Corporation, and the 
tame processes already described were repeated 
there in a more comprehensit c manner and on a 
vaster scale 

The restnetion of compention was the control- 
ling monve m the organization of the Steel Cor- 
poration UTiile competition had already been 
preatlv restneted in cetram branches of the steel 
industrj', a stnLing result of the consolidaDon 
movement above described was that compenaon 
was not thereby destroyed Instead it toon de- 
veloped that the formation of these great consoli- 
dations was likely to bring on an era of competi- 
tion more severe than anv the mduttry had yet 
experienced This unforeseen outcome of con- 
solidation, as c.Tplained below , was largely due to 
the tendcnc)’ of these great consolidations to se- 
cure greater integration and thus to make them- 
selves practically independent in all suges of pro- 
duction from the ore up 

The economies and commercial advantages 
rendered possible by integration through a mil 
greater merger were also considerable, and, more- 
over, furnished a convenient argument m attempts 
to justify the mergmg of these competmg con- 
cerns. 

The third factor, namcl} , the inflation of securi- 
ties, was also extremely unportant. The upward 
swing of trade and Industr)’ In the United States* 
had not exhausted its v igor, and the business w orld 
was still rcadv to suppott vast commcieial and 
financul undertalings. 

There w as thus brought about a temporary con- 
junction of condinons in the mdustiy which pre- 
sented an extraordinarv inducement’ to prevent a 
bitter commercial conflict, and at the tame tune 
a remarkable oppoitunit) to orgamzc a consolida- 
tion which promised to >neld unexampled profits 


from the flotauon of an enormons amount of 
watered stock 

For a clear understandmg of the real signifi- 
cance of the orgamzaaon of the Steel Corpora- 
tion, It IS necessary to describe the situation m 
some detad 

Position of the steel indusiey — The preced- 
ing discussion has shown that a remarkable condi- 
tion had been reached in the iron and steel indus- 
try by the close of the year 1900 In the first place, 
the manufacture of crude and semifinished steel 
was largely m the hands of a comparatively few 
great concerns The manufacture or several of the 
more finished lines, such as wire and vvne prod- 
ucts, tm plate, sheets, and tubes, moreover, had 
been substantially transferred to another group of 
consolidations, each of vvhich with few exceptions 
had a more or less monopolistic position These 
latter concerns were in great measure dependent 
upon the larger steel makers for a supply of their 
raw material, namely, semifinished steel. The 
larger steel concerns, on the other hand, were 
chieflv engaged in the manufacture of crude and 
semifinished steel or of heavier finished steel prod- 
ucts, such as rails and structural material, which 
did not brmg them directly in conflict with the 
group of concerns making the more elaborated 
products 

The relationships of the companies m these two 
groups to one another have already been partly 
mdicated in the preceding discussion. These re- 
lauonships had, howev er, such a vital bearing upon 
the organization of the Steel Corporation that they 
may be bnefiy summanzed at this point. 

The large consolidations which were subse- 
quently merged into the Steel Corporation may 
be conveniently grouped m twm classes — (i) the 
%nmary group,’’ or those making chiefly semi- 
finished steel and heavy steel products, and (a) 
the “secondary group,’'^ consistmg of those mak- 
ing lighter and more elaborated products 

The primary group of compames comprised 
the Carnegie Company, the Federal Steel Com- 
pany, and the Nanonal Steel Company. Of these, 
the Carnegie Company was, of course, the most 
important. As already shown, it was a highly m- 
tc^ted concern, completely independent as to 
the production of its raw matcnals, and also pig 
iron and crude steel. It also had very important 
transportation facilities The company, however, 
depended to a considerable extent for the market- 
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ing of its semifinished steel products (which com- 
prised a verj' large portion of its total output) 
upon other steel manufacturers, who used such 
semifinished steel as their raw material. Some of 
its most important customers, in fact, were con- 
cerns in the second group of consolidations just 
noted. 

The Federal Steel Company was m much the 
same general position as the Carnegie Company, 
being very thoroughly integrated, with extensive 
holdings of iron-ore and colung-coal lands, and 
with even more important transportation facili- 
ties. A rather larger proportion of its crude steel 
was worked up mto finished forms (chiefly heavy 
Imes) than in the case of the Carnegie Company, 
nevertheless, the company depended upon other 
steel manufacturers for an outlet for a part of its 
production. 

The Nauonal Steel Company, while thoroughly 
integrated with respect to raw materials, was al- 
most entirely dependent upon other manufac- 
turers for a market for its steel, which, as already 
shown, consisted chiefly of such semifinished 
products as biliets, sheet bars, and tm-piate bars 
This company, however, had a ready market for 
the bulk of its steel products, because of its close 
affihation with the other so-called “Moore” con- 
cerns, the Tin Plate, Sheet Steel, and Steel Hoop 
compames. 

It is obvious, therefore, that all three of these 
steel-makmg concerns, despite their great size, 
were in a measure dependent upon other manu- 
facturers. 

A vert' important concern closely connected 
with this primary group of steel-making com- 
pames was the Lake Superior Consolidated Iron 
Mmes, controlled by Standard OJ interests This 
company had enormous holdings of ore in the 
Lake region, as well as a very important ore rail- 
road to upper Lake ports — the Duluth, Missabe 
and Northern. Moreover, as previously stated, the 
controlhng interests in this concern also controlled 
the Bessemer Steamship Company, which owned 
the largest fleet of vessels on the Great Lakes. 
These mterests were not engaged in steel manu- 
facture m any way. 

The prmcipal concerns in the secondary group 
were the American Steel and Wire Company, the 
National Tube Company, the American Tm Plate 
Company, the Amencan Sheet Steel Company, the 
American Steel Hoop Company, and the Amer- 
ican Bridge Company. . . . 

At the organization of these great companies, 
therefore, there was a marked degree of mter- 
dependence among them For a short time after 
their formation this general situation was fairly 


well maintained The three largest concerns — the 
Carnegie Company, the Federal Steel Company, 
and the National Steel Company — still restricted 
their operauons for the most part to the produc- 
tion of crude steel or the cruder and simpler steel 
products which they had previously made, while 
those consolidations making more highly finished 
products continued to buy a large portion of their 
requirements of iron and steel from the principal 
steel-making concerns just named 

This balance or adjustment of trade conditions 
was, however, speedily disturbed. As already 
shown, the makers of the lighter forms of steel 
products began to e.vtend the scope of their activi- 
ties, or to plan such e.xtensions, with a view to 
supplymg themselves with the raw material of 
manufacture, namely, the semifinished steel 
hitherto purchased from others 

In other words, just at the time that concerns 
like the Carnegie and Federal Steel companies had 
extended their mvestment m raw materials and 
transportanon facilities and had greatly enlarged 
their plant capacity, they were confronted with 
the loss of the patronage of some of their best 
customers, because the latter, m turn, had been ex- 
tendmg their activities m the same directions. 
Under these circumstances a counterpohcy of ex- 
tension into finished lines by the larger steel con- 
cerns became almost imperanve This counter- 
stroke was, in fact, promptly threatened, and the 
whole industry was unsettled by the prospect of 
an era of extremely severe competinon 

This threatened competition should be regarded 
particularly from two standpomts — first, it meant 
an enormous enlargement of producnve capacit)', 
and one which would apparently exceed the nor- 
mal consurmng power of the countr}’’ for a long 
time to come, and, second, it meant the breaking 
down of the extremely profitable quasi-monopo- 
lies already established m partiCjlar products of 
the mdustrjq such as tvire, . ues, tm plate, and 
sheets Both considerations obviously threatened 
to reduce profits in the steel mdustrj’^ to a decid- 
edly lower leveL 

In the year 1900 the prosjiectit'e loss of busmess 
for the great steel-producmg compames, accom- 
panied by a slackened activity in the trade, de- 
veloped an exceedingly acute situauon. The Fed- 
eral Steel Company prepared to take up the manu- 
facture of several lines of finished products, 
namely, structural material, universal plates, and 
tubes. In the summer of the same year it was re- 
ported that the Carnegie Company would go into 
the manufacture of wire rods on an extensive 
scale, thus “invading” the territory of the second- 
ary group. This action was generally regarded as 
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a blow at the American Steel and Wire Company, 
which had just threatened to erect additional blast 
furnaces and a large steel plant. Reports of further 
important plans of the Carnegie Company for ex- 
tending Its lines of production of finished prod- 
ucts were current during the )ear 1900, and early 
in 1901 the defimte announcement was made that 
the company was about to taVe up the manufac- 
ture of steel tubes in a new plant of enormous 
capacity, to be constructed at Conneaut Harbor, 
Onto TTiis announcement, moreoser, was made 
m such a way that it could be mterpreted only as 
a declaration on the part of the Carnegie mtercsts 
that they did not propose to submit idly to the 
loss of tonnage threatened by the plans of some 
of the larger consolidations making finished prod- 
ucts, which previously had been among their 
largest customers. 

This unmistakable evidence of an aggressive 
polic)' of rctaliaaon on the part of the Gimegie 
concern, accompanied as it svas by the important 
extensions into the manufacture of finished articles 
announced by the Federal Steel Company, re- 
vealed sharply the trend of the existmg conditions, 
and naturally had a ver)’ disquieting effect in the 
trade and in financial circles Both the trade jour- 
nals and the financial press were filled with articles 
to the effea that a ‘‘battle of the giants” in the 
steel mdustrv' was at hand 

In such a contest it was apparent to all that the 
Carnegie Company, while likely at first to lose 
some business, might be expected in the long run 
to mainuui, and even to mcrease, its dominating 
position m the mdustry Its long established busi- 
ness, the modem character of its plants, its effi- 
cient technical and commercial organization, as 
well as Its strong financial posiQon, made it easily 
supenor to any of its competitors. It had a distmct 
advantage in all these respects over even the Fed- 
eral Steel Company, which was its largest rival, but 
whose plants were for the most part less modem 
and also vndel) separated geographicallv'. There 
was no question that if the Carnegie Company, 
with Its unlimited means and efficient otganiza- 
tion, went into the manufacture of wnre, tubes, 
sheets, or tin plate it w ould be more than able to 
hold Its own against the respective large consolida- 
□ons which produced those products, and which 
in their efforts to monopolize the busmess had 
been constrained to include m their respectiv c or- 
ganizations many plants of inferior character. 

Tiir nv vvasi. situatios —This unsettled trade 
situation was aggravated because of the rnipor- 
tanee which the securities of several of these steel 
concerns had assumed in the stock' market. A 
penod of violent compctioon m the steel mdustry 
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would inevntably have been followed by a great 
decline m the \ alue of these securmes A snll more 
important matter was that the financial backers of 
some of these steel concerns had extensive com- 
mitments m other directions, which might be 
jeopardized by such an acute struggle m the steel 
indusoy' From the standpoint of these financiers, 
therefore, the situaQon presented at once a great 
danger and a great opportunity' 

From a financial point of view there were four 
important steel groups, which were more or less 
distmct, namely, the Morgan group, the Moore 
group, and the Carnegie and the Rockefeller in- 
terests. 

The Morgan group, which included the Federal 
Steel, National Tube, and American Bndge com- 
panies, enjoyed of course the advantage of a 
strong financial support, but these financial mter- 
csts were cxtensrvelv committed m other hnes of 
business, especially m railroad financiering They 
naturally would be especially concerned m pre- 
ventmg the outbreak of the threatened comMti- 
Uon m the steel busmess. It may be noted that there 
were reports at this tune that the Camcgie mtercsts 
were contemplating the construcaon of a railroad 
from Pittsburg to the Atlantic seaboard Thu 
threat, if made good, would have created an ex- 
tremely disnirbmg factor m the tronk-lme situa- 
tion 

The Moore concerns, already described, were 
the most heavily over-capitalized and suffered 
from a distinctly speculanvc backing 

The Camcgie mtercsts had abundant capital and 
credit, and their securities did not figure on the 
stock market, while their organizanon and man- 
agement were uncqualed They were apparently 
m the best position of any of these groups to meet 
a ^ce war 

^e Rockefeller mtcrests were entirely con- 
cerned with the producoon and transportaoon of 
iron ore. Their financial resources w ere of course 
abundant for any emergency Their stocks did 
not figure to any apprcaable extent on the ex- 
changes. 

The American Steel and Wire Company ap- 
parently war not closely affiliated with any of the 
foregoing groups. Despite its great cammgs, its 
position Vlas vulnerable It apparently had no 
especial banking support. 

It IS evident, therefore, that, both from the point 
of V lew of the iron and steel mdustry and that of 
the stock market, the threatened outbreak of vio- 
lent competition hetw cen these nva! interests m- 
idvcd serious consequences. It might have meant 
the sudden termination of the extraordinary’ 
period of speculame activity and profit. On the 
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ocher hand, an averting of this conflict by a merger 
of the various great consolidations, if successfully 
financed, would be a tremendous “bull” argu- 
ment. It would afford its promoters an oppor- 
tumty for enormous stock-market profits through 
the sale of its secunues. The advantages to these 
interests, through the concentration of profits m 
different stages of the industr)' under a smgle con- 
trol, would also be considerable, and there was 
undoubtedly some advantage to be gained through 
the further integraaon which such a consolidation 
would render possible. 

It was clear to everyone that no consolidation of 
;his sort could be made successful unless it in- 
cluded the Carnegie Company, which was the 
most powerful factor in the situauon, which had 
lon^ been noted for its aggressive tactics, and 
which, as above shown, had precipitated this crisis. 
Moreover, there can be httle doubt that many 
interests in the steel industry regarded Mr. Car- 
negie’s personal influence as a menace to their suc- 
cess, and desired to secure his retirement from the 
trade. At the same time the enormous eammg 
power of the Carnegie concern would be an ex- 
ceedingly important consideration both in the 
profits of the new company and also in facili- 
tating the flotation of its securities. 

The pnmary solution of the situation, there- 
fore, from the standpomt of these interests, was 
to buy out Mr Camegie. Mr. Carnegie’s well- 
known willingness to sell made the problem 
largely one of terms Negotiations were promptly 
undertaken and speedily concluded by arranging 
to take over his large interest m his concern in 
exchange for bonds of the new consobdation. On 
March 2, 1901, announcement was made by J. P. 
Morgan & Co., as bankers, that arrangements had 
been completed for the organization of the United 
States Steel Corporation to acquire control of the 
following concerns: Carnegie Company (of New 
Jersey), Federal Steel Company, American Steel 
and Wire Company, National Tube Company, 
National Steel Company, American Tin Plate 
Company, American Steel Hoop Company, and 
American Sheet Steel Company. 

The preliminary mcorporation papers of the 
new company, under New Jersey laws, had al- 
ready been taken out. The terms offered the con- 
stituent companies were speedily accepted by a 
great majority of the stockholders of these con- 
cerns, and, on April i, 1901, within a very few 
weeks after the first serious intimation that nego- 
tiations were under way the United States Steel 
Corporation was defimtely launched and in actual 
operation. The authorized capital stock was 
$1,100,000,000, equally divided between preferred 


and common shares. In addition there was a bond 
issue of $304,000,000 (cxclusne of underlying in- 
debtedness aggregating approximately $81,000,000, 
this including sundry mortgages and purchase- 
money obhgauons). About $425,000,000 of each 
class of stock and all of the bonds were issued for 
the companies named and for other purposes. 
Very soon after its organization the Corporation 
made three further important acquisitions, namely, 
the Lake Superior Consolidated Iron Mmes, the 
Bessemer Steamship Company, and the American 
Bridge Company. It also acquired a one-sixth in- 
terest in the Oliver Iron Aiming Company and 
the Pittsburg Steamship Company, the other five- 
sixths having been secured m the purchase of the 
Carnegie Company. Durmg the followmg summer 
It purchased the Shelby Steel Tube Company. As 
a result of these acquisitions its issue of stock was 
mcreased to over $500,000,000 of each class, giv- 
ing it an issued capitalization m stock alone of 
more than $1,000,000,000. 

Thus, the threatened conflict m the steel mdus- 
try was averted, while, as shown later, an un- 
precedented profit was reaped by the organizar 
non syndicate. 

ESSENTIAL CHARACTER OF THE STEEL 
CORFORATION IN I90} 

The United States Steel Corporation, by includ- 
ing in its orgamzauon both of the first two groups 
of companies described, insured to itself on the 
one hand an abundant capacity for the production 
of crude steel and a large proportion of the coun- 
try’s output of heavy rolled products, and, on the 
other hand, secured control of several quasi-i 
monopolistic concerns manufacturmg particular 
lines of the more elaborated products, such as 
sheets, un plate, tubes, and wire The abundant 
steel-making capacity of the first group made it 
easy, of course, to supply all the steel required by 
this second group of concerns. Furthermore, while 
the compames in the first group taken together 
were very well forufied with reserves of raw ma- 
terials, the acquisition of die Lake Superior Con- 
sohdated Iron Mmes furnished an enormous addi- 
donal supply and gave to the Corporadon an 
exceptional degree of strength m this respect It 
also contributed to the combmation one of the 
most important railroads m the Lake ore region. 

The position taken by the Steel Corporanon is 
that this great aggregation of property was m the 
main an assembling and coordmauon of different 
branches m the industry, the primary' objert of 
which was to secure greater efficiency and intc- 
gradon, and, of course, the savmg of the payment 
of profits to others. The Corporadon contends 
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It most of Its consttocnt concerns 
■ual competition wth one another, and it i^is- 
sed to inmimBC the restriction of competition 
aucht about as a result of this great merger 
These possible economies of consolidation, bow- 
er, probably were a subordinate considetaoon 
the fotmauon of the Steel Cotporacion ex«pt 
ose of a commercial character, l e„ those that 
1 av-ay with the neccssitj' of paying a profit to 
mebody else on the raw materials or transporta- 
,n of raw materials. The possibihaes of r^ 
inufaciunng economies could be but slowly 
ilizcd m most cases, and, as already the 

ntrollmg motive in the organwtion of the cem- 
ny was to avert the competinve struggle then 
reatened Mcanwhde, hosvever, the argument of 
onomy and increased earning power 'vas used 
ivistify the formanon of the combmatiom and 
io to facilitate the flotation of its securities 
The crude-steel (ingot) capacity of the Cor- 
iration at its orgaimation was fully 9400,000 
ns, this representing substannally 66 per cent of 
c total for the country, while Its capaaty for the 
inous finished products which it manufactured 
as approximately 7,700,000 tons, this reptesent- 
g about 50 per cent of the total of the country 
ir these Imes. In cettam products, however, the 
orporadon's percentage approached a complete 
onopoly (cs larger percentage of crude than of 
atshed steel is explained by the fact that some 
f the principal steel-makmg concerns did not 
ive finishing mills for more than a portion of 
leir output 

Roughly speaking, it may be said that the Cor- 
oratkm at its organization secured control of 
irtc-fifths of the steel business of the country Its 
toportion of the pig-iion business was somewhat 
nalltr, about 44 per cent, its actual capac^ of 
us product being about 74004100 tons. These 

r ires, however, do not fairly state the position 
the Corporation, because of the large pnoduc- 
on by outsiders of foundry pig iron apu certain 


special kinds of pig iron which really did not m- 
volve competition with the Corporation The 
Corporation’s share of the production of pig iron 
for strictly stcel-making purposes was probably 
not less than 58 per cent 

The Corporation had hundreds of milhons of 
tons of desirable Lake ore m reserves, over yo/ioo 
acres of the choicest coking-coal lands, over i4»o 
miles of railroad, exclusive of subsidiary track- 
age, a fleet of tii Lake steamers and barges, not 
to mention large investments in docks, natural- 
gas and limestone properties, and other kindred 
branches of the mdustiy 
Despue its enotmons size the United States Steel 
Corporation did not secure a monopoly of the 
iron and steel industry as a whole, although its 
posiuon m several branches was monopolistic 
(that Is, tending toward monopoly) In the case 
of a few products, sach as on plate, sheets, wire, 
and nails. Its control was at first very nearly com- 
plete, but m other branches of the mdustry it had 
a number of important rivals from the start Thus, 
It will be seen that the Corporation did not in- 
clude such concerns as the Pennsylvanb Steel 
Company, the Camhna Steel Company, the Lack- 
awanna Iron and Steel Company, Jones & Laugh- 
1 ms (Ltd ), the Bethlehem Steel Company, the Re- 
public Iron and Steel Company, and the Cohrado 
rncl and Iron Company, not to mention several 
others of magnitude. At the start, moreover, the 
Corporation did not acquire the Tennessee Coal, 
Iron and Railroad Company, that concern not be- 
ing taken over uned 1907 . 

coMPsaisoN or valuations of steel corpobaHon's 
vaovERTT IN 1901 wtrn ns CAptrAuzAnoN 

The Bureau’s valuations of the Steel Coroora- 
aon’s property in 1901, armed at by these differ- 
ent methods, may now be compared with its out- 
standing capitalizauon at that tune This is done m 
the following table 


COMPARISON or ESTIMATES OF VALUE OF PROPS STV OF UNITED STATES STEEL CORPORATION AT ITS 
OROANtZATlON IN IpOI, WITH PAR VALUE OF ITS SECORmES 


Total capitalnation m April, 1901, including underlying bonds and 
purchase-money obliganons ....... 

m cstment in tangible property alone, indicated by histoncal analysis 
,'aluc of all pTOpertj', tangible and mtangible, as indicated by market 
prices of Kcunties of constituent concerns 
/ilue of tangible property as estunated by departments of the business 


$1401,846,817’ 

6764100,000 

79 j 4 >oo,ooo 

682,000,000 


Excess of se- 
cunties over 
estimates 

$726,846,817 

609.846.817 

720.846.817 


Excloduig tj3s,1°7 unacquired nock m constituent concerns for which no corresponding deduction wu 
nadt in she Sitsr and shitd tsnmaita. 
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c seen at once tliat the securities issued 
:el Corporation \CTy gready exceeded 
:ed value of the property acquired, as 
by any one of die three methods of 
Tlic valuation of the tangible property 
by historical study, as well as that by 
ts of the business, shows an excess of 
on greater than the indicated value 
: valuation by departments, namely, 
10, shows an excess of nearly $71 1,000,- 
taking the indicated market value of 
ies of the subsidiary concerns, namely, 
10, which valuation includes the public 
)r intangible considerations as well as 
•operty, the excess of the Steel Corpora- 
tahzauon was still over $<109,000,000. 
die valuation arrived at by this method 
those obtained m the other twp 


vLizATioN Indicated dy Enohmous 
3I0N to Underwriting Syndicate 

nvincmg evidence of a ruling tendency 
ressivc capitalization is afforded by the 
payment the Steel Corporation allowed 
/riting syndicate. Tins syndicate, as 
where, provided the Corporation with 
1 of cash capital and also incurred ex- 
about $3,000,000 either in buymg scat- 
els of stock or otherwise, making its 
expenditure $28,000,000 For this cash 
on, plus Its underwriting services, the 
cceived from the Steel Corporation the 
:otal of practically 1,300,000 shares of its 
f preferred and half common) of an 
par value of practically $130,000,000. 
appears to have realized approximately 


$90,500,000 (counting $4,000,000 unsold preferred 
stock at par), leaving as profit to the syndicate, 
over and above the $28,000,000 cash expenditure 
noted, a net sum of about $62,500,000. Of this, one- 
fifth, or $12,500,000, went to the s}'ndicatc man- 
agers for their services as such, tlie remaimng 
$50,000,000 bemg distributed to the syndicate 
members. . . . 

This extravagant compensation to the undc’r- 
w'riting syndicate may fairly be cited as further 
evidence of a general disposition toward excessive 
issue of securities. 

Tins huge commission, it should be noted, fol- 
low'cd very' liberal commissions allowed at earlier 
dates to the promoters of several of the various 
constituent compames. Assummg that of the total 
of, roughly, $65,000,000 par vdue each of pre- 
ferred and common stock allowed the Steel Cor- 
poration underwriung sjmdicatc, $28,000,000 of 
each class (a common basis of compensation m 
such cases) was for the cash consideration noted, 
there would be left as a commission alone $37,- 
000,000 par value of each class, or a total of $74,- 
000,000 par value. Adding to this the amounts 
low'cd for similar commissions in the case of con- 
stituent companies at the dates of their respective 
organizations, and taking into account that the 
stock so issued by constituent compames received 
the same terms of exchange from the Steel Cor- 
poration as other stock of the same class, it would 
appear that of the Steel Corporation’s stock in 1901 
at least $150,000,000 (this including over $40,- 
000,000 of the preferred) was issued either directly 
or indirectly tor such promotion or underwriting 
services, this being over and above the enormous 
amounts of common stock issued as a bonus for 
property and for cash. 
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K State’s investigation of the insur- 
icss in 1905, the revelations of inuck- 
: Thomas Lawson, the panic of 1907, 
ipture of the lower House of Con- 
thc Democrats in 1910, all contrib- 
ongressional readiness to investigate 
itration of the control of money and 
the United States. A subcommittee 
use Committee on Banking and Cur- 
; appointed to make the inquiry. Its 
iduced four large volumes of testi- 
d a report which was popularly 


known as the Pujo Committee Report after its 
chairman. Congressman Pujo of Louisiana. A 
good deal of the effectiveness of the report — 
and not a little of its sensational character — 
was ow'ing to the skillful examination of fre- 
quently reluctant witnesses by the committee’s 
counsel, Samuel Untermeyer of New York. 

According to the majority members of the 
Committee, the testimony proved that there 
existed an identity and community’- of interest 
betxvcen a few leaders of finance, particularly 
those in the investment banking business. 
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They controlled money and credit through 
voting trusts and mterloching directorates 
Their domination over banks, trust compames, 
and insurance companies gave them a control 
over other people’s money and credit which, 
to the Committee, was even more serious than 
concentration of control m industry. 

Notable among the observations of the 
Committee arc its remarks on the effects of 
the spreading ownership of securities and the 
activities of the secunnes affiliates of national 
banks Scattered stockholders were increas- 
ingly helpless against management and pro- 
moters, the diffusion of stock ownership 
tended to concentrate rather than spread eco- 
nomic power The secunacs affiliates, identi- 
cal with the banks in ownership and control, 
had been orgamzed to do what the law for- 
bade national banks to do on their otvn ac- 
count The affiliates engaged in undenvnong 
and speculation and gave bank directors the 
opportunity to play the market with the 
bank’s deposits. 

The Committee recommended the abolition 
of voong trusts and mterlockmg directorates 
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among national banks, the comptroller of the 
currency should have a veto on mergers of 
such institutions Further, national banks 
should be forbidden to have secunnes affih- 
ates, to act as the fiscal agents of corporations, 
or to engage in secunnes underwnnng Fman- 
cial transacnons between banks and their di- 
rectors should be forbidden and the ban en- 
forced by checking the financial acnvines of 
bank directors The mmonty mterest m a cor- 
poranon should be protected by some plan 
for cumulanve vonng, moreover, and the In- 
terstate Commerce Commission should be 
given the nght to supervise all schemes for 
the reotganizanon of railroads. 

Some of these proposals were embodied in 
the Clayton Act of 1914 and the Transporta- 
non Act of ipao, but the separanon of securi- 
nes affiliates and nanonal banks did not take 
place until the passage of the Banking Act of 
1933 '93°s, in fact, the power of 

the great mvestment houses was largely spent. 
The Pujo Committee report was printed as 
House Document No 504, dad Congress, ad 
Session (Washington, 1913) 


Report on Concentration of Control of Money and Credit 

BY THE PUJO COMMITTEE 


Snenov 1 — Two Ku-tis of Concentration 

It is IMPORTA-VT at the outset to distragunh be- 
tween concentration of the volume of money in 
the three central resene cities of the national 
banking st-stem — New York, Chicago, and Se 
L outs — and concentrauon of control of this vol- 
ume of money and consequently of credit mto 
fewer and fewer hands. They arc very different 
things. An increasing proportion of the banking 
resources of the country might be concentrating 
at a gnen point at the same tune that control of 
such resources at that point was spreading out m 
a » ider circle 

Concentration of control of money, and conse- 
quently of credit, more particularly m the aty of 
New York, is the subject of this inquiry With 
concentration of the s olw/te of money at certain 
points, sometunes attributed, so far as it B unnat- 
ural, to the provision of the national-banking act 
permitting banks m the 47 other reserve cities to 
deposit with those in the three central reserve 


cities half of them reserves, we are not here di- 
rectly concerned 

Whether under a different currency system the 
resources m our banks would be greater or less 13 
comparanvely unmaterial if they contmued to be 
controlled by a small group We therefore regard 
the argument presented to ns to show that the 
growth of concentration of the volume of re- 
sources m the banks of New York Ow has been 
at a rate shghdv less than m the rest or the coun- 
try, if that be the fact, as not mvolved in our in- 
quiry Ir should be observed m this connection, 
however, that the concentration of control of 
credit IS by no means confined to New York City, 
so that the argument is inapphcable also in this 
respect. 

Section 2 — Fact of Incbcasino CoN’cE.NTRAnoN 

Admttteu 

The resources of the banks and trust companies 
of the at)’ of New York m 1911 were $3,121,143,- 
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17J, which is 11.73 per cent of the total banking 
resources of the country as reported to the Comp- 
troller of the Currency. Tfus takes no account of 
the unknown resources of the great private bank- 
ing houses whose affiliations to the New York 
financial instituuons we are about to discuss. 

That in recent years concentration of control 
of the banking resources and consequently of 
credit by the group to which we will refer lias 
grown apace in tlie citj' of New York is defended 
by some witnesses and regretted by others, but ac- 
knowledged bv all to be a fact. 

As appears from statistics compiled by account- 
ants for the committee, m 1911, of the total re- 
sources of the banks and trust companies in New 
York Qt)', the 10 largest held 42 97 per cent; in 
I906, the *10 largest held 38.24 per cent of the total; 
m 1901, 34 97 per cent. 

Sectiox 3. — Processes of Concentration 

This increased concentration of control of 
money and credit has been effected prinapally as 
follows. 

First, through consolidations of compentive or 
potentially competitive banks and trust compames, 
which consolidations in cum have recently been 
brought under sympatheuc management. 

Second, through the same powerful mcerests be- 
coming large stockholders in potentially competi- 
tive banks and trust compames. This is the simplest 
way of acquiring control, but since it requires the 
largest investment of capital, it is the least used* 
although the recent mvestments in that direction 
for that apparent purpose amount to tens of mil- 
lions of dollars in present market values. 

Third, through the confederation of potentially 
competitive banks and trust companies by means 
of the system of interlocking directorates. 

Fourth, through the influence which the more 
powerful banking houses, banks, and trust com- 
panies have secured in the management of insur- 
ance compames, railroads, produemg and tradmg 
corporations, and public uolit}'- corporanons, by 
means of stockholdings, voting trusts, fiscal agency 
contracts, or representation upon their boards of 
directors, or through supplying the money re- 
quirements of railway, mdustrial, and public util- 
ities corporations and thereby being enabled to 
participate in the determmation of theur financial 
and business policies. 

Fifth, through parmership or joint account ar- 
rangements between a few of the leadmg banking 
houses, banks, and trust companies in the pur- 
chase of security issues of the great interstate cor- 
porations, accompanied by understandmgs of re- 


cent growth — sometimes called “banking ethics” 
—which have had the effect of effectually destroy- 
ing compeurion between such banking houses, 
banks, and trust companies m the struggle for 
business or in the purchase and sale of large issues 
of such secunties. 

Section 4 — ^Agents of Concentration 

It IS a faur deduction from the testimony that 
the most active agents in forwardmg and bnngmg 
about the concentrauon of control of money and 
credit through one or another of the processes 
above described ha\e been and are — 

J. P. Morgan & Co. 

First Nanonal Bank of New York. 

National City Bank of New York. 

Lee, Higginson &. Co., of Boston and New York. 
Kidder, Peabody &. Co., of Boston and New York. 
Kuhn, Loeb &. Co. 

We shall describe. 

First, the members of this group separately* 
showmg the part of each in the general movement 
and the ramifications of its mfluence; 

Second, the interrelations of members of the 
group; and 

Third, their combmed influence m the financial 
and commercial life of the country as expressed in 
the greater banks, trust compames and insurance 
compames, transportation tystems, producing and 
trading corporanons, and public utility corpora- 
uons 

Section 5. — ^J. P, AIoRgan & Co 

Organization. — ^J. P, Morgan & Co. of New 
York and Dresel & Co. of Philadelphia are one 
and the same firm, composed of 1 1 members J. P. 
Morgan, El. T. Stotesbuty’, Charles Steele, J* P. 
Alorgan, jr., Henry P. Davison, Arthur E. New- 
bold, William P. Hamilton, Wilham H. Poncr, 
Thomas W. Lamont, Horatio G. Lloyd, and 
Temple Bowdom. George W. Perkins was a 
member from 1902 until January' i, 191 1. As a firm. 
It is a parmer m the London banking house of 
J. S. Alorgan 5 c Co and tile Paris house of Alor- 
gan, Har)cs &. Co. 

General character of business . — It accepts de- 
posits and pays mtercst thereon and does a gen- 
eral banking business. It is a large lender of money 
on the New York Stock Exchange. Alore espe- 
cially it acts as a so-called issuing house for securi- 
ties; that is, as purchaser or underwriter or fiscal 
agent, it takes from the greater corporations their 
issues of securities and finds a market for them 
either amongst other banking houses, banks and 
trust compames, or insurance companies, or the 
general public. 
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Resources^ depostts, and profits ^ — ^Neither thfi 
resources and profits of the firm nor its sources 
of profit have been disclosed. Nor has your com- 
mittee been able to ascertam its revenues from 
private purchases or sales of the securities of inter- 
state corporations, nor from such of them as it 
controls under voting trusts, exclusive fiscal 
agenej' agreements, or other arrangements ot in- 
fluctlccs, nor the identity of the banks, trust com- 
pames, life insurance companies, or other corpora- 
tions that have participated in its security issues 
except sihere thev uere for joint account. 

On November i, 1912, it held deposits of $162,- 
491,81965, of which 581,96842147 was deposited 
by 78 intersute corporanons on the directorates 
of J2 of which It was represented The committee 
is unable to state the character of its afiiliaclons, if 
any, with the 46 corporations on the directorates 
of which It IS unrepresented b^’ one or more mem- 
bers of the firm, as their identity w as not disclosed 

Sectmty usues marketed — Durmg the years 
1901 to 1912, mclusivc, the firm directly procured 
the public marketing of security issues of corpora- 
tions amounting m round numbers to $1,950,000,- 
000, including only issues of mterstate corpora- 
tions, The volume of scconnes privately issued or 
marketed by it, and of mtrastate corporanons, docs 
not appear. Nor is there information available of 
the extent to which they partiapated as under- 
writers in issues made by banks or banking houses 
other than those shown on the charts and lists m 
evidence. . , 

Sec. 1 1 — Interrelations of Members of the 

Group 

Morgan & Co. and First National Bank. — Mr, 
Morgan, head of the firm of Morgan & Co., of 
Nch’ York, and Drcxel & Co, of Philadelphia, and 
.Mr Baker, head officer and dommant power m 
the First National Bank smee shortly after its or- 
ganization, have been close fnends and busmess 
associates from almost the rune they began busi- 
ness. . . 

Next to Mr Baker, Morgan & Co., is the largest 
stockholder of the First National, omtmg 14,500 
shares, making the combmed holdings of Mr 
Baker and his son and Morgan & Co about 40,000 
shares out of ioox»o outstanding — a |oint invest- 
ment, based ort the market value, of $41,000,000 
In this one institution. 

Tliree of the Morgan pattrters— ,Mr Morgan 
himself, , Mr Ddsison, and Mr Lamorit — arc direc- 
tors of the First National, and Mr Alorgan is 3 
member of the Occcuth'c committee of four, which 
has not, howestt, been active and has tirclv men 
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The First Nanonal has been assoaated with 
Morgan & Co m the control of the Bankers Trust 
Co As before stated, when the company was or- 
ganized, Its entire capital stock Was vested id 
George W. Perkins, H. P Davison, ahd Daniel G, 
Reid as voting trustees. Mr Perkins was then a 
Morgan partner ind Mr. DaVison and Mr Reid 
Were, respectively, vice president and a large 
stockholder of the First National Mr Davison, 
who has smee become a Morgan partner, and Mr 
Reid have contmued as such trustees Mf Perkuis 
has been succeeded by the attorney of the com- 
pany, who IS also Mr Davison’s personal counsel 
Mr Davison and Mr. Lamont, of the Morgan 
firm, and Mr Hme, president, Mr Norton, vict 
president, and Mr Hepburn, member of the ex- 
ecutive committee of ^e Fitst National, arc Co- 
directors of the Bankers Trust Co., Mr, Hme 
bemg also a member of its executive committee. 

The First National likewise has been associated 
with Morgan & Co m the control of the Guaranty 
Trust Co, Mr Baker of the former bemg jomed 
with Mr Davison and Mr. Porter of the latter as 
votmg trustees. 

In the Astor Trust Co, controlled by Morgan 
& Co through the Bankers Trust Co, Mr. B^er 
add Mr Hme, chief oflicers of the First Nanonal, 
are directors. 

In the Liberty Nanonal Bank, controlled by 
Morgan & Co through the Bankers Trust Co, 
Mr Hme is also a director , . 

But nothmg demonstrates quite so clearly the 
close and contlnumg cooperation between Mor- 
gan & Co and the First National Bank as their 
fomt purchases and nnderwntmgs of corporate 
securmes. Smee 1903 they have purchased foE 
their jomt account, generally with other asso- 
ciates, 70 odd secunty issues of 30 different cor- 
porations, aggregatmg approximately $1,080,000,- 
000 

It IS thus seen that through stockholdmgs, intef- 
lockmg directors, partnership transacaons, and 
other relaaons, Alorgan St Co and the First Na- 
tional Bank are locked together m a complete and 
enduring commumty of interest. Theur relations 
m this regard are, indeed, a commonplace in the 
financial world Thus, Air Schiff being asked 
whether he knew “the close relanons between 
Messrs Alorgan and the Fust Nanonal Bank.” re- 
plied “1 do ” 

Morgan dr Co, First National Bank, and Na- 
iionaJ City Bank — Alt Sollman, as president, 
chairman of the board of directors and largest 
stockholder, for a long ume has held a posinon of 
dominance in the Nanonal City Bank correspond- 


THE NEW FREEDOM 


95 '- 

ing to Mr. Morgan’s m his finn and Mr. Baker’s 
in the First National Bank. 

For many years while Morgan &. Co. and the 
First National Bank were in close business union 
the National Cit)’- Bank apparently occupied a 
position of independence. More recently, how- 
ever, it has been drawn into the community of 
interest long cMsdng between the nvo first named, 
as is evidenced by a senes of important trans- 
actions. 

First. Within three or four years Morgan &. 
Co. acquired $1,500,000 par value of the capital 
stock of the National City Bank, representing an 
investment at the stock’s present market price of 
$6,000,000, and J. P. Alorgan, jr., became a direc- 
tor. 

Second. In 1910 Mr. Morgan, in conjunction 
with both Mr Baker, his long-time associate, and 
Mr. Stillman, head of the National Qty Bank, pur- 
chased from Mr. Ryan and the Harriman estate 
$51,000, par value, of the stock of the Equitable 
Life Assurance Society, paying therefor what Mr. 
Ryan originally paid with interest at 5 per cent — 
about $3,000,000 — the invesmient yielding less 
than one-eighth of i per cent. Mr. Stillman and 
Mr. Baker each agreed to take a one-fourth in- 
terest in the purchase if requested to do so by Mr. 
Alorgan. No such request has yet been made by 
him. 

No sufficient reason has been given for this 
transaction, nor does any suggest itself, unless it 
was the desire of these gentlemen to control the 
investment of the $504,000,000 of assets of this 
company, or the disposition of the bank and trust 
company stocks which it held and was compelled 
by law’ to sell within a stated time. . . . 

Third, about a year later Air. Stillman and Mr. 
Baker, pursuant to an understanding between 
them and J. P. Morgan &. Co., purchased approxi- 
mately one-half of the holdings of the Alutual and 
Equitable Life insurance companies in the stock 
of die National Bank of Commerce, amounting 
altogether to some 4Z,ioo shares. Air. Baker being 
a member of the finance committee of the Alutual, 
It was arranged that he should purchase the 
Equitable’s stock — about 15,150 shares — and Mr. 


Stillman die Alutual’s. Pursuant to the understand- 
mg. Air. Stillman turned over 10,000 shares to 
Alorgan S. Co., who already owned 7,000 shares. 
Mr Baker kept 5,000 shares, turned over 5,000 to 
the First Security Co., and distnbuted the rest 
among various persons, 3,000 shares were allotted 
by Air. Stillman and Air. Baker to Kulin, Locb 
S, Co. . . . 

The acquisition by Alorgan &, Co. of a large 
block of stock of the National City Bank with 
representation upon its board of directors, and the 
transactions that followed, m which those two 
insututions and die First National Bank were 
joined, as abov’e set fonh, show a unison of in- 
terest and a continuity of cooperation between 
the dircc, such as for many years previously had 
existed between two of them — Alorgan &. Co. and 
the First National. 

Combined power of Morgan cr Co., tbe First 
National, and National City Banks . — In earlier 
pages of the report the power of these three 
great banlts w’as separately set forth. It is now 
appropriate to consider their combined power as 
one group. 

First, as regards banking resources. 

The resources of Alorgan &. Co. arc unknown, 
Its deposits are $163,000,000 The resources of the 
First National Bank arc $150,000,000 and those of 
Its appendage, the First Security Co., at a very low 
estimate, $35,000,000. The resources of the Na- 
tional City Bank arc $274,000,000, those of its 
appendage, the National City Co., arc unknown, 
though the capital of the latter is alone $10,000,000. 
Thus, Icavmg out of account the very considerable 
part W'hich is unknown, the institutions composing 
this group have resources of upward of $632,000,- 
000, aside from the v’ast individual resources of 
iMcssrs. Alorgan, Baker and Stillman. 

Further, as heretofore shown, the members of 
this group, through stock holdings, vodng trusts, 
interlocking directorates, and oth' relations, have 
become in some cases the absc utcly dominant 
factor, in others the most important single factor, 
in die control of the following banks and trust 
companies in the city of New York. 


(a) Bankers Trust Co., resources $205,000,000 

(b) Guaranty Trust Co., resources 232,000,000 

(c) Astor Trust Co., resources 27,000,000 

(d) National Bank of Commerce, resources 190,000,000 

(e) Liberty National Bank, resources 29,000,000 

(f) Chase National Bank, resources 150,000,000 

(g) Farmers Loan &. Trust Co., resources 135,000,000 

in all, 7, with total resources of 968,000,000 
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which, added to the Inown resources of members of the group themelves, 

as the aggregate of known banking resources m the citj’ of Netv \ork under then: 

control or influence, ^ _ 

If there be added also the resources of the Equitable Life Assurance Society con- 

troUed through stock ownership of J P Morgan 
the amount becomes 


$1,600,000,000 


504,000,000 

1,104,000,000 


Second, as regards the greater transportation 
sjatems. 

(a) Adams Express Co Members of the group 
have two representatives m the directorate of chls 
company 

(b) Anthraate-coal carriers Wth the excep- 
aon of the Pennsylvania and the Delaware & 
Hudson, the Readmg, the Central of New Jersey 
(a majority of whose stock is owned by the 
Reading), the Lehigh Valley, the Delaware, Lack- 
awanna & Western, the Ene (controlling the 
New York, Susquehanna & Western), and the 
New York, Ontano & Western, afford the only 
transportation outlets from the anthracite coal 
fields As before stated, they transport 80 per cent 
of the output moving from the mines and own or 
control 88 per cent of the entire deposits. The 
Readmg, as now organized, is the creation of a 
member of this bankmg group — Morgan Jt Co 
One or more members of the group are stockhold- 
ers in that sj-stem and have two representatives m 
ICS direaorate, are stockholders of the Central of 
New Jersey and have four representatives in its 
directorate, are stockholders of the Lehigh Valley 
and ha\e four representatn es m its direaorate, are 
stockholders of the Delaware, Lackawanna & 
Western and have nine representanves m its di- 
reaorate, are stockholders of the Ene and have 
four representatives in its direaorate, have two 
representatives in the direaorate of the New 
York, Onuno Jc Western, and have purchased or 
marketed practically all secuntj- issues made by 
these railroads m recent jears. 

(c) Atchison, Topek-a !c Santa Fe Radvvay One 
or more members of the group are stockholders 
and have two representatives m the dueaorate 
of the companv , and since 1907 have purchased or 
procured the marketing of its sccunty issues to the 
amount of $107,244,000 

(d) Chesapeake Jc Ohio Radway Members of 
the group have two direttors m common with 
this compan), and since 1907, in association with 
others, have purchased or procured the mar- 
keting of Its sccunt)' issues to the amount of 
$85,000,000 

(e) Chicago Great Western Railway Members 
of the group absolutely control this system through 
a voting trust. 


(f) Chicago, Mdwaukee & Sc. Paul Railway 
Members of the group have three direaors or 
officers m common vvuth this company, and smee 
1909, m assoaaaon with others, have purchased or 
procured the marketmg of its secunty issues to the 
amount of $112,000,000 

(g) Chicago & Northwestern Radway Mem- 
bers of the group have three direttors in common 
w'lth this company, and smee 1909, m association 
with others, have purchased or procured the 
marketing of its secunty issues to die amount of 
$31,250,000 

(fc) Chieago, Rock Island Jc Pacific Railway 
Members of the group have four direttors m com- 
mon with this company 

(i) Great Northern Railway One or more 
members of the group are stockholders of and 
have marketed the only issue of bonds made by 
this company 

(j) intemauonal Mercantile Marine Co A 
member of the group organized this company, is 
a stockholder, dominates it through a voting trust, 
and markets its secunnes. 

(Jt) New York Central Lines One or more 
members of the group are stockholders and have 
four representatives in the dmectorate of the com- 
pany, and smee 1907 have purchased from or 
marketed for it and its pnnapal subsidiaries se- 
curity issues to the e,xtent oi $}4jfioo,ooo, one 
member of the group bemg the company’s sole 
fiscal agent. 

(/) New York, New Haven & Hartford Rail- 
road One or more members of the group are 
stockholders and have three representatives m the 
direaorate of the company, and smee 1907 have 
purchased from or marketed for it and its prm- 
apal subsidiaries secunty issues m excess of $150,- 
000,000, one member of the group bemg the com- 
pany’s sole fiscal agent. 

(tn) Northern Paafic Railway One member 
of the group organized this company and is its 
fiscal agent, and one or more members are stock- 
holders and have sot representatives m its direc- 
torate and three m its executive committee, 

(n) Southern Railway Through a votmg trust, 
members of the group have absolutely controlled 
this company smee its reorganization in 1894, 

(o) Southern Paafic Co Untfi its separation 
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from the Union Pacific, lately ordered by the 
Supreme Court of the United States, members of 
the group had three directors in common with 
this company. 

(р) Union Pacific Radroad. Members of the 
group have three directors m common with this 
company. 

Third, as regards the greater producing and 
trading corporations. 

(a) Amalgamated Copper Co,: One member of 
the group took part in the organizanon of the 
company, still has one leading director m com- 
mon with it, and markets its securities 

(b) American Can Co.. Members of the group 
have two directors in common with this company. 

(с) J. 1 . Case Threshing Machine Co.: The 
president of one member of the group is a voting 
trustee of this company and the group also has 
one representative in its directorate and markets 
Its securities. 

((f) Wfibam Cramp Ship &. Engine Buildmg 
Co. Members of the group absolutely control 
ihis company through a voung trust. 

(e) General Electric Co,: A member of the 
group was one of the organizers of the company, 
is a stockholder, and has always had uvo repre- 
sentatives m Its directorate, and markets its secu- 
rities. 

(f) Interpational Hart'ester Co.- A member of 
the group organized the company, named its di- 
rectorate and the chairman of its finance com- 
mittee, directed its managepient through a voting 
trust, is a stockholder, and markets its securities, 

(g) Lackawanna Steel Co.: Members of the 
group have four directors in common with the 
company and, widi associates, marketed its last 
issue of securities. 

(h) Pullman Co.- The group has two reprcr 
sentatives, (Mr, Morgan, and Mr, Baker, it) the 
directorate of this company 

(i) Umted States Steel Corporation: A mem- 
ber of the group organized this company, named 
Its directorate, and the chairman of its finance 
committee (which also has the powers of an ex- 
ecutive committee) is its sole fiscal agent and a 
stockholder, and has always controlled its manage- 
ment. 

Fourth, as regards the greater public utibty cor- 
porations. 

(a) American Telephone S. Telegraph Co One 
or more members of the group are stockholders, 
have three representatives in its directorate, and 
since 1906, with other associates, have marketed 
for it and its subsidiaries security issues m excess 
of $300,000,000. 


(b) Chicago Elevated Railways. A member of 
the group has two officers or directors in common 
with the company, and in conjunction with others 
marketed for it in 1911 security issues amounting 
to $66,000,000. 

(c) Consolidated Gas Co of New York Mem- 
bers of the group control this company through 
majority representation on its directorate. 

(d) Pludson Manhattan Railroad: One or 
more members of the group mfu-keted and have 
large interests in the secunues of this company, 
though its debt is now being adjusted by Kuhn 
Loeb & Co 

(e) Interborough Rapid Transit Co. of New 
York: A member of the group is the banker of this 
company, and the group has agreed to market 
its impendmg bond issue of $170,000,000. 

(f ) Philadelphia Rapid Transit Co - Members 
of the group have two representatives in the di- 
rectorate of this company. 

(g) Western Union Telegraph Co.: Members 
of the group have seven representatives in the 
directorate of this company. 

Srammry of directorships held by these mem- 
bers of the gronp.— Exhibit 134-B show's the com- 
bined directorships m the more important enter- 

nses held bj^ Morgan & Co., the First National 

ank, the National City Bank and the Bankers and 
Guaranty Trust Cos , w'hich latter two, as previ- 
ously shown, are absolutely controlled by Morgan 
&. Co. through voting trusts It appears there that 
firm members or directors of these insututions to- 
gether hold: 

One hundred and eighteen directorships in 34 
banks and trust companies having total resources 
of $1,679,000,000 and total deposits of $1,983,- 
000,000 

Thirty directorships in 10 insurance companies 
having total assets of $2,293,000,000. 

One hundred and five directorships in 32 trans- 
portation sj'stems having a total capitalizaoon of 
$11,784,000,000 and a total mileage (excludmg ex- 
press companies and steamship lines) of 150,100. 

Sixty-three directorships in 24 producing and 
trading corporations having a total capitalizaaon 
of $3,339,000,000. 

Twenty-five directorships in 12 public uohty 
corporauons havmg a total* capitalization of 
$2,150,000,000. 

In all, 341 directorships in 112 corporations hav- 
ing aggregate resources or capitalization of $22,- 
245,000,00a 

TTe members of the firm of J. P. Morgan & Co. 
hold 72 directorships m 47 of the greater corpora- 
tions, George F. Baker, chairman of the board. 
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F L. Hmc. president, »nd George F Balter, )r„ 
and C P Norton, vice presidents, of the First 
Naoonal Bank of New York, hold 46 diteaor- 
ships m 37 of the greater corporations, and James 
Snllman, chairman of the board, Frank A Vender- 
hp, president, and Samuel McRobcrts, J T Tal- 
bert, W A Simonson, snee presidents, of the 
National Qty Bank of New York, hold 3a direc- 
torships m 26 of the greater corporations, making 
in all for these members of the group 150 direc- 
torships in 110 of the greater corporations. 

We are not unmmdful of the important and 
sraluable part that the gentlemen svho dommate 
this inner group and their allies have played m 
the dcielopmcnt of our prosperity' There should 
be no disposition to hamper their acavides if a 
situation can be brought about where their cap- 
ital, prestige, and conneaions can be independ- 
ently employed in free and open competition 
Wthnut the aid of their invaluable enterprise and 
initiative and their credit and financial power the 
money rctjuiremcnts of our vast ventures could 
not have been financed m the past, and much less 
so m the future 

It IS also recognized that cooperation between 
them is frequently valuable, and often essential to 
the public interest as well as their own, in order 
to permit of the furnishing or guaranteemg of the 
requirements of our sast enterprises of the present 
day and of the still larger ones that are probably 
in store for us. 

Bur these considerations do not mvolvc their 
taking control of the resources of our financial 
institutions or of the savings of the people m our 
life msurance companies nor that they shall be 
able to levy tribute upon every large enterprise, 
nor that commercial credits or stock exchange 
markets and values shall wait upon their beck and 
call. Other countries finance enterprises quite as 
important as our ou’n without employing these 
methods. 

Far more dangerous than all that has happened 
to us m the past in the way of elunmation of com- 
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petioon in mdustry is the control of credit through 
the dommaoon of these groups over our banks and 
mdustnes. It means that there can be no hope of 
revived competioon and no new ventures on a 
scale commensurate with the needs of modem 
commerce or that could live against ousting com- 
bmaaons, without the consent of those who dom- 
inate these sources of credit. A banking house that 
has organized a great industrial or railway com- 
bmanon or that has offered its securraes to the 
pubhc, IS represented on the hoard of directors and 
acts as Its fiscal agent, thereby assumes a certaui 
guardianship over that corporation In the ratio 
m which tnat corporation succeeds or fails the 
prestige of the bankmg house and its capacity for 
absorbing and distributing future issues of securi- 
ties IS affected If competition is threatened it is 
manifestly the duty of the bankers from their 
point of view of the protection of the stockhold- 
ers, as distmgnished from the standpomt of the 
public, to prevent it if possible If they control the 
sources of credit they can furnish such protection. 
It IS this element m the situation that unless 
checked is likely to do more to prevent the res- 
toraoon of compention than all other conditions 
combined This power standing between the mists 
and the economic forces of competition is the fac- 
tor most to be dreaded and guarded agamst by the 
advocates of revived competinon , 

The acts of this inner group, as here described, 
have nevertheless been more destructive of com- 
peonon than anythmg accomplished by the trusts, 
for they strike at the very vials of potential com- 
peotion m every mdustry that is under their pro- 
tection, a condition which if permitted to con- 
tinoe, will render impossible all attempts to 
restore normal compctiuve condioons in the in- 
dustrial world 

It accordingly behooves ns to see to it that the 
bankers who require and are biddmg for the 
money held by our banks, trust companies, and 
life insurance companies to use m their ventures 
are not permitted to control and utihze these funds 
as though they were their own. 


LABOR IN AMERICA 
OLIVER mNDELL HOLMES 


In 1904, when New York State revised its 
code of factory legislation, the hours of work 
for bakers w ere set at not more than ten hours 
a daj or sivn- hours a week A Utica bakc- 
shop owner, sentenced to pay a $jo fine for 


a second violation of the law, brought the case 
before the Supreme Court on the constitu- 
tional issue. 

The Court divided five to four, with two 
separate dissenting opmions, one by Justices 
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Harlan, White, and Day, the other, and more 
celebrated, by Justice Oliver Wendell Holmes 
(1841-1935). The majorit}' opinion declared 
the right to make a contract was part of the 
“libertj’” protected by the Fourteenth Amend- 
ment. That libert)’- included the prerogatives 
of purchasing and selling labor except as con- 
trolled by a legitimate e.xercisc of the state’s 
police power. Since a baker’s work could not 
be shown to be unhealthful, there was no 
ground for restricting hours of labor in that 
trade; hence the New York law was an “un- 
reasonable, unnecessary and arbitrary” c.vcr- 
cise of the police power, and so void under 
the Federal Constitution. 

Both dissenting opinions stressed the broad 
discrcuon of state legislatures. In borderline 
cases of the exercise of the police power, the 
balance of doubt must be resolved in the state’s 
favor; the wisdom of legislative action is no 
concern of the Supreme Court. Tummg to the 
realm of fact, the three dissenters argued 
jointly that baking was an unhcalthful occu- 
pation, Most countries of Western Europe 
have the legal ten-hour day, and New York 
certainly could, in the interests of die baiters’ 


health, restrict their freedom to contract to 
work as long as they pleased Finally, except 
m instances u here the Federal Constitution has 
been violated “beyond all quesdon,” it is the 
duty of the Supreme Court to sustain state 
laws. The scope of the Fourteenth Amend- 
ment IS being enlarged “far beyond its orig- 
inal purpose.” 

In his dissent. Holmes casts aside legal and 
factual detail to strike at the majority’s major 
premise. Freedom of contract is not an ab- 
solute, It IS a developing premise. The business 
of the Supreme Court is the interprctarion of 
the law, not the canonization of social philos- 
ophies. And Holmes refers specifically to the 
Spencerian evolutionary doctrines which Wil- 
liam Graham Sumner had succeeded in writ- 
ing into American social attitudes a generadon 
previously. It took still another generadon be- 
fore those attitudes came to be questioned sen- 
ously. After 1937, Holmes’s famous dissents be- 
came the backbone of the American legal sys- 
tem, certainly as regards the relations betu'ecn 
American legislatures and problems of social 
welfare. 

The case and decision are reported in 198 
United States 45 (April 17, 1905). 


Dissenting Opinion in Lochner v. 'Ne^w York 

BY OLIVER WENDELL HOLMES 


Mk. Justice Holmes dissenting. 

I regret sincerely that 1 am unable to agree 
with the judgment in this case, and that I think 
it mv duty to express my dissent. 

This case is decided upon an economic theory 
whicli a large part of the countr)’’ docs not enter- 
tain. If it were a question whether I agreed with 
that theory, I should desire to study it further and 
long before making up my mind. But 1 do not con- 
ceive that to be my duty, because I strongly be- 
lieve that my agreement or disagreement has noth- 
ing to do with the right of a majority to embody 
their opinions in law. It is settled by various de- 
cisions of this court that state constitutions and 
state laws may regulate life in many ways which 
, we as legislators might think as injudicious, or 
' if you like as tyrannical, as this, and which, equally 
with this, interfere with the libeity’ to contract. 


Sunday laws and usury laws are ancient examples. 
A more modem one is the prohibition of lotteries. 
The liberty of the citizen to do irr Ni likes so long 
as he does not interfere with the libeny of others 
to do the same, which has been a shibboleth for 
some well-known writers, is interfered with by 
school laws, by the Postoffice, by every state or 
municipal institution which takes his money for 
purposes thought desirable, whether he likes it or 
not. The 14th Amendment does not enact Mr. 
Herbert Spencer’s Social Statics. The other day 
we sustained the Massachusetts vaccination law. 
Jacobson V. Massachusetts, 197 U.S. 11, ante, 643, 
25 Sup. Ct. Rep. 358. United States and state stat- 
utes and decisions cutting down the liberty to 
contract by way of combination are familiar to 
this court. Nortbent Securities Co, v. United 
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Stctet, 195 U 5 197, 48 L. ed. 679. J 4 Sup Ct. Rep 
436 Two years ago we upheld the prohibition of 
sales of stock on mamns, or for future dehvery, 
m the ConsntuQon of California. Otis v Parker, 
187 U5 606, 47 L. ed 323, 13 Sup Ct. Rep 168 
TIic decision sustaining an eight-hour law for 
mmers is soil recent Holden v. Hardy, U 5 
366, 41 L. ed 780, 18 Sup Co Rep 383 Some of 
these law's ernbody convictions or prejudices 
which judges are lilely to share. Some maj' not. 
But a Constmioon is not mtended to embody a 
parocular economic theory, whether of paternal- 
ism and the organic relation of the aozen to the 
state or of lamez faire It is made for people of 
fundamentally dvffetmg views, and the accident 
of our findmg certain opinions natural and fa- 
milar, or novel, and even shocking, ought not to 
conclude our judgment upon the question whether 
statutes embodjung them conflict wuth the Consti- 
tution of the United States 

General propositions do not decide concrete 
cases. The occision will depend on a judgment or 

SAMUEL 

Samufl Gompers opposed Supreme Court 
decisions limiting the activiaes of orgamzed 
labor Yet his social attitude was so like that 
of the judges whose decisions he resented that 
the examples of his thinking printed here 
might have made part of the utterances of 
any “conservative” majority opimon of the 
Court. 

Sail, for all the similanty m phrase, the ap- 
proach w as subtly different. Conservaoves op- 
posed state intcn'cnaon to protect labor be- 
cause such intcrtenuon was in itself contrary 
to social truth, the philosophy of evolutionary 
laisscz faire Gompers opposed state acaon be- 
cause government was m the hands of those 
essenually hosnlc to the aspirations of labor 
Hence, protcenve Icgislanon would end as 
strait-jacket legislanon, it would hamper labor 
organizauon in its work and make the work- 
ingman completely subject to his enemies, who 
controlled the state 

Such an attitude was natural to a man w'hose 
cvpencnce had been that of Samuel Gompers 
(18J0-19J4). His parents, who were Dutch 
Jews, left the Netherlands for England where 


mtuioon more subtle than any amculate major 
premise. But I think that the proposiaon just 
stated, if It IS accepted, will carry us far toward 
the end Every opimon tends to become a law I 
thmk that the word “liberty,” m the 14th Amend- 
ment, is perverted when it is held to prevent the 
natural outcome of a dominant opimon, unless it 
can be said that a raoonal and fair man necessarily 
would admit that the statute proposed would m- 
fnnge fundamental ptinaples as they have been 
understood by the tradiaons of our people and 
our law It does not need research to show that 
no such sweepmg condemnauon can be passed 
upon the statute before us. A reasonable man 
might thmk it a proper measure on the score of 
health Men whom 1 certainly could not pro- 
nounce unreasonable would uphold it as a first m- 
stalment of a general regulanon of the hours of 
work. Whether m the latter aspect it would be 
open to the charge of mequality 1 think it unneces- 
sary to discuss, 

GOMPERS 

the elder Gompers pracaced the cigarmaker’s 
craft The family came to American in i 86 j, 
when the Civil War was snmulaong Bntish 
emignibon to the United States In New York, 
Samuel Gompers turned to his father’s trade, 
joined the Qgarmaker’s Umon, and helped or- 
gamze the craft on mihtant trade umon hnes 
In 1881, Gompers was one of the leaders ac- 
tive m forming the Federation of Organized 
Trades and Labor Unions, when it became evi- 
dent that membership in the Kmghts of Labor 
tended to restnet craft autonomy In 1886, 
agam under Gompers’s leadership, the Federa- 
tion was reformed mto the Amencan Federa- 
aon of Labor He became its president and ex- 
cept for a smgic year remamed at the head of 
the A F of L. unal his death 
Under Gompers, the A F of L. attempted 
to combine autonomy and union among the 
separate crafts. It insisted on the principle of 
a smgic umon organization within each trade 
and avoided all polincal acnon except strenu- 
ous lobbying for parocular measures On the 
economic front, the A F of L sought to or- 
ganize the unorganized, pushed the campign 
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for the union label, and fostered boycotts of 
linns unfair to union labor. By 1915, however, 
the use of most of labor’s effective weapons 
had been denied by tlie courts. The boycott 
was outlawed, strikes were regularly broken 
by the injunction, and labor had been declared 
a commodity within the meaning of tlic Anti- 
Trust law of 1890. 

Government had shown itself hostile to 
labor, then, but labor’s remedy was not to 
make government friendly through tlie elec- 
tive process or by working for socialism. La- 
bor, Gompers argued to the day of his death, 
must remain faithful to the pliilosophy of 
“voluntarism.” It must fight for freedom to 
organize, to Strike, and to make collective 
agreements with employers. Free unions 
would raise wages and improve workers’ liv- 


ing standards. No program of social insurance 
could do as much. Such a program, like pro- 
posals for compulsory arbitration, was a real 
threat to labor’s freedom. Once the camel of 
government intert'ention tlirust Its nose inside 
the tent flap, free, independent, and voluntary 
trade unionism was doomed. 

It was not until the nineteen thirties that the 
A. F. of L. indicated its willingness to accept 
government intervention. Even so, it never 
sought alliance with a political part)% as was 
the case of its great rival, the Congress of In- 
dustrial Organizations. 

The two selections reprinted here arc from 
The American Federattonist, the official organ 
of the A. F. of L. The first appeared in the 
Fcbruar)% 1915, issue; the second in the issue 
of January, 1917. 


Two EditoridJs ^rovt the American F ederationist 

BY SAMUEL GOMPERS 


1. SExr-Hti.p Is TUB Blst Hli.p 

WiimiBR arc we drifting’ 

There IS a strange spirit abroad in these times. 
The whole people IS Iiugging die delusion that law 
is a panacea. Whatever the ill or the wrong or the 
ideal, immediately follows the suggestion — enact 
a law. . . . 

Whether as a result of laziness or incompctency 
there is a steadily growing disposition to shift rc- 
sponsibiht)' for jicrsonal progress and welfare to 
outside agencies. 

What can be the result of this tendency but the 
softening of the moral fibre of the people? When 
there is unwillingness to accept responsibility for 
one’s life and for making the most of it there is a 
loss of strong, red-blooded, rugged independence 
and will power to grapple with the wrong of the 
world and to establish justice through the volition 
of those concerned. 

Many of the dungs for which many arc now dc- 
ludedly demanding legislative regulation should 
and must be worked out by those concerned. In- 
itiative, aggressive conviction, enlightened self- 
interest, are the characteristics that must be dom- 
inant among the people if the nation is to make 
substantial progress toward better living and 
higher ideals. Legislation can not secure these 
cliaractcrisdcs but it can facilitate or inipcdc them. 


Laws can not create and superimpose the ideals 
sought, they can only free people from the 
shacldcs and give them a chance to work out their 
own salvation. 

A'lany conscientious and zealous persons think 
that every evil, c\cr}’ mistake, every unwise prac- 
tice, can be Straightway corrected by law. 

There is among some critics of prevailing con- 
ditions a belief that legislation is a short-cut to 
securing any desired refonn — merely enact a law 
and the thing is done. 

Now enacting a law and securing the realization 
of the purpose the law is aimed to secure arc two 
vastly different matters. Of the making of many 
laws there is apparently no end, for legislative 
and congressional mills yearly grind out thou- 
sands. But for the enforcement of these laws there 
is little effort unless enforcement is demanded by 
public opinion or by interested groups of citi- 
zens. As a rule the laws affect conditions and 

f icoplc little, and societ}' is glad to escape with so 
ittlc damage. 

A law that really is a law, is a result of public 
thought and conviction and not a power to create 
thought or conviction. The enforcement of the 
law follows naturally because the people will it. 
To enact a law with the hope and for tnc purpose 
of educating the people is to proceed by indirec- 
tion and to waste energy. It is better to begin work 
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for sccorinp idcaU by dirtctmg activity first for 
fundamcnt^s. Frequently, when the people con- 
cerned become mmdful and eager for what \v 31 
promote their own welfare, they find that they are 
much more able to secure what will benefit and 
adapt their methods to changmp circumstances 
than IS any law’ or the administration of that law. 

The vinlc spirit that has given our young nation 
a foremost place among the naaons of the world 
IS the spirit of aggressive initiative and independ- 
ence, the ability of our people to grapple with hard 
problems and to solve them for their oWn benefit 
and for the benefit of the nauon. We must not as 
a nation allow ourselves to drift upon a policy of 
escessne regulation by legislation — a policy that 
cats at and will surely undermine the very founda- 
tions of personal freedom 

These prinaplcs and facts apply to the working 
people, tne orgaiuzed wage earners, as fully and 
completely as to any other group or to the people 
as a whole Labor seeks legislauon from the hands 
of government for such purposes only as the m- 
drviduals or groups of WorKers can not do for 
themselves, and for the freedom and the nght to 
exercise their normal activities m the industnal and 
social struggle for the protection and ptomotioo 
of their rights and interests and for the accom- 
plishment of their highest and best ideals. Thus 
Labor asks legislation providing for the aboboon 
of child labor, security and safety m life and 
work, sanitation in factory, shop, nidi and home, 
svorkmen’s compensation m preference to em- 
ployers’ Iiabilitx’, the regulation of convict labor 
and the hke, the enactment of laws such as the 
proposed seamen's bill and the labor provisions 
of the Qa)’ton law already enacted, the regula- 
tion of the issuance of miuncnons and the trials 
of contempt cases, these latter work for freedom, 
for right, for justice These reforms the workers 
and groups can not secure without law, because 
they are governmental functions and can not be 
accomplished by private agenaes. In a word, the 
labor movement undertakes to secure from gov- 
ernment, both state and nation, the enactment of 
laws for the accomplishment of such tilings as 
the VI orkmg people can not secure or enforce for 
them sell cs. 

We know no better way of illustrating this 
thought than by quoung the report we made to 
the Denver (190S) Gmvennon, on economic 
power, as follows 

“The trade union movement, true to its history, 
Its traditions and aspirations has done, is doing, 
and vv ill undoubtedly do more m the interests of 
mankind to humaniic the human familv than all 
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other agencies combmed Devoting pnmuily our 
efforts to the membership of our organizations, yet 
there is not a declaration which we can make, or 
an action we can take for their protection and 
their advancement bat which wilt have its cor- 
tespondmgly beneficent mfluence upon the un- 
organized workers and upon the masses of the 
people. Resistance to wage reductions by umon 
workers IS the check upon soil further encroach- 
ments upon the unorganized. To secure an ad- 
vance either m wages or to prevent a reduction of 
hours of labor by union workers is to brmg these 
advantages correspondingly to the Unorganized 
toilets. We can not obtam legislaove enactment 
to protect the rights and mterests of the organ- 
ized, but that It mutt equally mclude all our peo- 
ple. 

“Out movement is the barrier and check to 
aggression and tyranny on the one hand, on the 
other, It IS the leaven for the common uplift of 
all. It IS therefore that the economic power and 
influence of the labor movement is the most po- 
tent. We have eiterciscd, and we shall continue to 
exercise, our poUncal power, and that, too, with- 
out becoming pobticallv pamsan. We shall aim 
to select our law-makmg bodies, national, state, 
and municipal, men from the ranks of labor, men 
who are earnest, honest, mtelligent, and smcerely 
devoted CO the cause of the toilers and the people 
generally. 

“In whatever form or shape the men of labor 
may exercise their energies and activines, in mcep- 
Don and result the effort is for the common uplift 
of alL though our pohucal activities must of ncces- 
sit)' be primarily devoted to acquire for our eco- 
nomic movement its freest and fullest natural de- 
velopment 

“Our movement has not asked and will not ask 
at the hands of government anything which the 
workers can and should do for themselves The 
movement of labor is founded upon the pnnciplc 
that that which we do for oursuves, individually 
and collectively, is done best It is therefore that 
the exercise by the workers of their economic 
power IS after all the greatest and the most potent 
power which they can wield 

“The possession of great economic power docs 
not imply its abuse, but rather its right use Ckin- 
sciousncss and possession of economic power 
bring with them rcsponsibihcy, wisdom, and cate 
m Its exercise. These have made the labor move- 
ment of our country a tower of strength inspir- 
ing the confidence and respect of the masses of 
our workers as well as the sympathetic support of 
Students, thinkers and liberty-lovmg people. 

“The labor onion movement as understood and 
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expressed bv the American Federation of Labor 
is tlic Iiistoric struggle of the toilers, it has brought 
light and hope into the factory, the workshop, 
into the lives and homes of our workers, it has 
borne the brunt of battle and bears the honorable 
scars of past battles It embodies Labor’s hopes 
and aspirations for a brighter and a better day, 
nor only for die future, but for today, tomorrow, 
and tomorrow’s tomorrow, each a better day than 
the one which has gone before.” 

1, Not evun Compulsory Blnlvolence Do 

During the month of December a National Con- 
ference on Social Insurance was held in Wash- 
ington, D.C. The conference was arranged by the 
Federal Bureau of Labor Statistics of the Depart- 
ment of Labor. As the advocates of social insur- 
ance have of late pressed their theories upon pub- 
lic attention, this conference was of importance 
and interest. There were many viewpoints pre- 
sented and many theories advanced. It was evi- 
dent that there were represented two diametrically 
different groups of thinkers, those who were look- 
ing upon the problems of the wage-earners from 
the outside and viewing them with sympathetic 
concern and benevolent thought, and diosc who 
were looking upon the problems of wage-earners 
through die experience and eyes of wage-earners. 
The one group wanted to do sonietliing for 'Uiage- 
cariicrs to relieve their suffering and need. Tlic 
other group wanted to do something for itself, to 
solve its own problems and to establish itself in a 
position to take care of the emergencies of life. 

After all had presented their dioughts and 
courses of action it was evident that the consensus 
of opinion was in favor of maintaining voluntar}’’ 
msdtutions This fundamental fact stood out para- 
mount, that social insurance can not remove or 
prevent poverty It docs not get at the causes of 
social injustice. Tlic only agency that docs get at 
the causes of po\ city is the organized labor niovc- 
nienr. Social insurance in its various phases of 
sickness insurance, unemployment insurance, 
death benefits, etc., only provides the means for 
tiding over an emergency. TIic labor movement 
aiiiLS at constructive results — higher wages, xvliich 
mean better living for the worker and those de- 
pendent upon him; better homes, better clothing, 
better food, better opportunities and shoner hours 
of work, which mean relief from over-fatigue, 
time for recuperation, workers with better physi- 
cal development and with sustained prouucmg 
power. Better physical development is in itself an 
insurance against illness and a certain degree of 
unenijiloynicnt. The short hour xsorknicn with 


higher wages become better citizens, better able 
to take care of themselves. 

The real permanent benefits that come into the 
lives of the workers, those which arc felt from dav 
to day and not merely during times of special 
need, are brought about by the trade umon move- 
ment. The trade union movement represents the 
organized economic power of the workers. 
Tlirough the development, the organization and 
the exercise of this economic power the workers 
themselves establish higher standards of living and 
work. Although tins economic power from the 
superficial standpoint seems indirect, it is m real- 
ity the most potent and the most direct social in- 
surance the workers can establish. It is the only 
agency that really guarantees to them protection 
against the results of the eventualities of life and 
give them a feeling of security. 

The trade union movement does not detract 
from the power or the opportunity of wage- 
camers On the other hand, methods for providing 
social insurance delegate to outside authorities 
some of the pow'crs and opportunities that for- 
merly belonged to wage-earners. At first only a 
limited amount of authoritj' and power may be 
delegated to the governmental agent, but the ap- 
plication of even that little pow'cr constitutes a 
limitation upon the rights and freedom of w-age- 
canicrs and creates a situation which has in it the 
germs of rtTanny and autocratic power. 

Governmental power grow's by what it feeds 
upon. Give an agency any political power and it 
at once tries to reach out after more. Its effective- 
ness depends upon increasing pow’er. This has 
been demonstrated by the experience of the rail- 
road workers in the enactment of the Adamson 
law’. M'hen Congress exercised tlic right to estab- 
lish eight hours for railroad men it also consid- 
ered a complete program for regulating railroad 
workers which culminated in taking from them the 
right to strike and the conscripuon act providing 
for compulsory service. 

Compulsory social insurance can not be admin- 
istered without excrcismg some control over 
w'agc-caniers. This is the meat of the whole mat- 
ter. Industrial freedom exists only when wage- 
earners have complete control over their labor 
pow'cr. To delegate control over their labor power 
to an outside agency takes aw'ay from the eco- 
nomic power of those wage-earners and creates 
another agency for power. Whoever has control 
of dlls new' agency acquires some degree of con- 
trol over the workers. There is nodiing to guaran- 
tee control over that agency to the employed. It 
may also be controlled by employers. In other 
xvords, giving the government control over indus- 
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tml relaooiu creates a fulcrum which means great 
pow er for an unknonu user 
Compulsory social insurance is m its essence un* 
democratic. The first step in establishing social 
insurance is to divide people mto two groups — 
those eligible for benefits and those considered 
capable to care for themselves. The division is 
based upon wage^ammg capacity This govern- 
mental regulation tends to fix the citizens of the 
country into classes, and a long established insur- 
ance sj'stcm would tend to malte these classes rigid 
There is m our country more voluntary social 
insurance than in any other country of the world 

EUGENE 

As Gompcrs represented conservative labor 
unionism and the 1 WW spoke for the mass 
of the disinhented, so “Gene” Debs presented 
the socialist viewpoint to the voting working- 
man in the United States Debs’s part m the 
Pullman strike had made him knowm to all 
trade unionists, and when he accepted social- 
ism and helped in the creation of the Socialist 
party in 1901, it was inevitable that he should 
become its leader 

Debs was no doctrinaire or theoretician, as 
these c.xamplcs of his work clearly show But 
he was a warmly human person filled with 
great compassion for his fellow men, and un- 
der his leadership the Socialist party grew in 
numbers and influence It was at the height of 
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We have institutions whereby voluntary insur- 
ance could be mcrcased It is true that m many of 
these institutions there are evils, but the cure for 
these evils is to make insurance companies organ- 
ize for mutual benefit and to provide proper regu- 
lation and controk and m addition, if those who 
really have the welfare of wage-earners at heart 
will turn then activities and their influence toward 
securmg for wage-earners the opportunity to or- 
ganize, there will be no problems, no suffering 
and no need that will necessitate the considera- 
tion of benevolent assistance of a compulsory 
character 

V. DEBS 

its career in 1912 when Debs, as his party’s 
presidential candidate, received almost a mil- 
lion votes. From then on, decline set in — due 
to the party’s rejecDOn of Amencan mterven- 
tion in the first World War (when many in- 
tellectuals quit) and to the appearance of the 
Communists (whom the more mihtant among 
the Socialists joined). 

The selecaons here repnnted are from 
Debs His Life, Writings md Speeches (Chi- 
cago, 1908) and are published by permission 
of Charles H Kerr and Company “Revoln- 
oon” appeared m the Nem York Worker of 
April 27, 1907, “The Socialist Party and the 
Working Qass” was dehvered at Indianapolis, 
Ind., on September i, 1904. 


Two Speeches 

BY EUGENE V. DEBS 


I RooLunoN 

Tins IS Tiir nm and only International Labor 
Day Ic belongs to the working class and Is dedi- 
cated to the RcNolution. 

Toda) the slaves of all the world arc raking a 
fresh breath m the long and w civy march, pausing 
a moment to clear their luntt and shout for joy, 
celebrating in festal fcllow’ship their coming Free- 
dom 

All had the Labor Day of May' 

Tlie da) of the proletarian protest, 

TIic dav of stem rcsoUc, 

The day of noble aspiration. 


high this day the blood-red Standard of 
the Revolution' 

The banner of the Workingman, 

The flag, the only flag, of Freedom. 

Slavery, even the most abject— dumb and de- 
siring as It may seem — has yet its inspiration. 
Crushed n may be, but extinguished never Cham 
the slave as you will, O Masters, brutalize him as 
you may, yet m his soul, though dead, he yearns 
/or freedom stiU 

*ITc great discovery the modem slaves have 
made IS that they themselves their freedom must 
achieve. This is the secret of their solidarity, the 
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heart of their hope, the inspiration that nerves 
them all with sinews of steel. 

They are still in bondage, but no longer cower; 

No longer grovel in die dust. 

But stand erect like men. 

Conscious of their growing power the future 
holds out to them her outstretched hands. 

As the slavery of the working class is mtema- 
tional, so the movement for its emancipauon. 

The salutadon of slave to slave this day is re- 
peated in ever}' human tongue as it goes ringing 
round the world. 

The many millions are at last awakening. For 
coundess ages they have suffered, drained to the 
dregs the bitter cup of miserj' and woe. 

At last, at last the historic limitation has been 
reached, and soon a new sun will light die world 

Red IS the life-ude of our common humanit)’ 
and red our symbol of umversal kinship. 

Tyrants deny it, fear it, tremble with rage and 
terror when they behold it. 

We reaffirm it and on this day pledge anew our 
fidchty — come life or death — to the blood-red 
Banner of the Revoluuon. 

Socialist greetings this day to all our fellow- 
workers' To the god-like souls in Russia march- 
ing grimly, sublimely mto the jaws of hell with 
die Song of the Revolution in their death-rattle, 
to the Orient, the Occident and all the Isles of the 
Sea' 

VIVE LA revolution' 

The most heroic word in all languages is revo- 
lution. 

It thrills and vibrates; cheers and inspires. Ty- 
rants and tune-servers fear it, but the oppressed 
hail It with joy. 

The throne trembles when this throbbing word 
is lisped, but to the hovel it is food for the famish- 
mg and hope for the viedms of despair. 

Let us glorify today the revolutions of the past 
and hail the Greater Revolution yet to come be- 
fore Emancipation shall make all the days of the 
year May Days of peace and plenty for the sons 
and daughters of toil. 

It was with Revolution as his theme that Mark 
Twain’s soul drank deep from the fount of m- 
spu-adon. His immortahty will rest at last upon 
this royal tribute to the French Revolution- 

“The ever memorable and blessed revolution, 
which swept a thousand years of villainy away in 
one swift tidal wave of blood — one a setdement 
of that hoar}' debt in the proportion of half a drop 
of blood for each hogshead of it that had been 
pressed by slow tortures out of that people in the 


wear)' stretch of ten centuries of wrong and shame 
and miser)' the like of which was not to be mated 
but m hell. There were two Reigns of Terror, if 
we would but remember it and consider it: the 
one wrought murder in hot passion, the other m 
heardcss cold blood, the one lasted mere months, 
the other lasted a thousand years, the one inflicted 
death on ten thousand persons, die other upon a 
hundred millions, but our shudders are all for the 
horrors of the minor Terror, so to speak, whereas, 
what IS the horror of swift death by the a\e com- 
pared with lifelong death from hunger, cold, m- 
sult, cruclt)’ and heartbreak^ What is swift death 
by lightning compared with death by slow fire 
at the stake’ A city cemetery could contam the 
coffins filled by that brief Terror, which we ha\c 
all been so diligendy taught to shiver at and mourn 
over, but all France could hardly contain the cof- 
fins filled by that older and real Terror which 
none of us has been taught to see m its vasmess 
or pity as it deserves.” 

2. The Socialist Party and the Working Class 

Mr. Chairman, Citizens and Comrades- 

There has never been a free people, a civilized 
nation, a real republic on this earth. Human so- 
ciety has always consisted of masters and slaves, 
and the slaves have always been and arc today, the 
foundation stones of the social fabric. 

Wage-labor is but a name, wage-slavery is the 
fact 

The twenty-five millions of wage-workers in the 
United States are twenty-five millions of twentieth 
centui)' slaves. 

This IS the plain meanmg of what is known as 

THE LABOR MARKET 

And the labor market follows the capitalist flag. 

The most barbarous fact in all Christendom is 
the labor market. The mere term sufficiently ex- 
presses the anmialism of commercial civilization 

They who buy and they who sell m the labor 
market are alike dehumanized by the mhunian 
traffic m the brains and blood and bones of human 
beings. 

The labor market is the foundation of so-called 
civilized society. Without these shambles, without 
this commerce in human life, this sacrifice of man- 
hood and womanhood, this barter of babes, this 
sales of souls, the capitalist civilizations of all lands 
and all climes would crumble to ruin and perish 
from the earth 

Twent)'-fix'e millions of wage-slaves are bought 
and sold daily at prevailing prices in the Amencan 
Labor Market. 

This is the 
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PARAMOUNT BSUE 

in the present nanonal campaign. 

Let me say at the very threshold of this discus- 
sion that the workers hare but the one issue m 
this campaign, the overthrow of the capitalist sys- 
tem and the emancipation of the working class 
from wage-slaiery 

The capitalists may have the tariff, finance, un- 
penalism and other dust-coscred and moth-eaten 
issues entirely to themselves. 

The rattle of these relics no longer deceives 
workingmen whose heads arc on their own shoul- 
ders. 

They know by espenence and observation that 
the gold standard, free silver, fiat money, protec- 
tive tariff, free trade, impenalism and ann-impen- 
alism all mean capitalist rule and wage-slavery 

Their eyes arc open and they can sec, their 
brains are m operation and they can thmk. 

The very moment a workingman begins to do 
his own thinking he understands the paramount 
issue, parts company with the capitalist polinaan 
and falls ui luie with hts own class on the poUtical 
battlefield 

The polincal solidarity of the workmg class 
means we death of despotism, the birth ot free- 
dom, the sunrise of civdiration 

Having said this much by way of mtroducoon I 
will now enter upon the actualities of my theme. 

■niE CLASS STRUGOLE 

We arc entering tomght upon a momentous 
campaign The struggle for political supremacy is 
not between political parties merely, as appears 
upon the surface, but at bottom it is a life and 
death struggle between two hostile economic 
classes, the one the capitalist, and the other the 
workmg class. 

The capitalist class is represented Iw the Re- 
publican, Dcmocrauc, Populist and Prohibition 
patties, all of which stand for private ownership 
of the means of production, and the triumph of 
any one of which wall mean contmued wage- 
slavery to the workmg class. 

•Vs the Populist and Prohibition sections of the 
capitalist party represent mmonty elements which 
propose to reform the capitalist sj-stem wathout 
disturbing vv age-slav cty, a vain and impossible 
task, thev wall be omitted from this discussion 
with all the credit due the rank and file for their 
good intentions. 

Tile Republican and Democratic parties, or, to 
be more exact, the Republican-Democratic party, 
present the capitalist class in the class struggle. 
Tlicy are the political wangs of the capitalist s}^- 
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tem and such differences as arise between them 
relate to spoils and not to principles 

With either of these patties m power one thing 
IS alwa)^ certam and that is that the capitalist class 
IS tn the saddle and the workmg class under the 
saddle 

Under the administranon of both these pames 
the means of production are pnvate property, 
production is earned forward for capitalist profit 
purely, markets are glutted and industry paralyzed, 
workingmen become tramps and crimmals while 
mjunenons, soldiers and not guns arc brought into 
action to preserve “law and order" m the chaotic 
carruval of capitalistic anarchy. 

Deny It as may the cunrung capitalists who are 
clear-sighted enough to perceive it, or ignore it as 
may die torpid workers w'ho are too bhnd and un- 
thmkmg to see it, the struggle in which we are 
engaged today is a class struggle, and as the toil- 
mg milhons come to see and understand it and 
rafiy to the political standard of their class, they 
will drive all capuahst parties of whatever name 
inro the same par^, and the class struggle will then 
be so clearly revealed that the hosts of labor will 
find their true place m the conflict and strike the 
umted and decisive blow that will destroy slavery 
and achieve their full and final emanapanon 

In this struggle the workingmen and women and 
children are represented by the Socialist party 
and It is my privilege to adaress you m the name 
of that revolunonary and uncompromismg party 
of the working class. 

ATTITUDE OF THE WORKERS 

What shall be the attitude of the workers of 
the United States m the present campaign? What, 
part shall they take m it? What party and what 
pnnciples shall they support by then ballots? And 
why? 

These arc questions the importance of which are 
not sufficiently recogneed by workingmen or 
they would not be the prey of parasites and the 
service tools of scheming pohncians who use 
them only at election nme to renew their mas- 
ters’ lease of power and perpetuate their own 
Ignorance, povertv and shame 

In answering these questions I propose to be as 
frank and candid as plain-mcanmg words will al- 
low, for I have but one object m this discussion 
and that object is not office, but the truth, and I 
shall state it as I see it, if I have to stand alone. 

But I shall not stand alone, for the party that 
has mv allegiance and may have my Iil^ the So- 
cialist part)', the partj^ of the w orkmg class, the 
part) of emancipation, is made up of men and 
women w ho know their rights and scorn to com- 
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promise witli their oppressors, wlio want no votes 
that can be bought and no support under any 
false pretense whatsoever. 

The Socialist party stands squarely upon its pro- 
letan.m principles and rcli(.s wholly upon the 
forces of industrial progress and the education of 
the working class 

The Socialist party buys no votes and promises 
no offices. Not a farthing is spent for whiskey or 
cigars. Every penny in the campaign fund is the 
voluntary oiferings of workers and their sympa- 
thisers and every penny is used for education. 

AVhat other parties can say the same^ 

Ignorance alone stand in the way of socialist 
success. The capitalist parties understand this and 
use their resources to prevent the workers from 
seeing the fight. 

Intellectual darkness is essential to industrial 
slaver j'. 

Capitalist parties stand for Slavery and Night. 

The Socialist part)’ is the herald of Freedom 
and Light. 

Capitalist parties cunningly contrive to divide 
the workers upon dead issues. 

The Socialise party is uniting them upon the liv- 
ing issue 

Death to Wage Slavery' 

When industrial slavery is ns dead as the issues 
of the Siamese capitalist parties the Socialist party 
will have fulfilled its mission and enriched liistory. 

And now to our questions; 

First, all workingmen and women owe it to 
themselves, their class and their country to take 
an active and intelligent interest in political affairs. 

Tim IIALLOT 

The ballot of united labor expresses the peo- 
ple’s will and the people’s will is the supreme law 
of a free nation. 

The ballot means that labor is no longer dumb, 
that at last it has a voice, that it may be heard and 
if United shall be heeded. 

Centuries of struggle and sacrifice were required 
to wrest this symbol of freedom from the mailed 
clutch of tyranny and place it in the hand of labor 
as the shield and lance of attack and defense 

The abuse and not the use of it is responsible for 
Its evils. 

The divided vote of labor is the abuse of tlic 
ballot and the penalty is slaver)' and death. 

The united vote of those who toil and have not 
will vanquish those who have and toll not, and 
solve forever the problem of democracy. 

Till msTOUIC STRUGGLE OT CLASSES 

Since the race was young there have been class 


struggles. In every state of society, ancient and 
modern, labor has been exploited,’ degraded and 
in subjection. 

Civilization has done little for labor except to 
modify the forms of its exploitation. 

Labor has alu ays been tnc mudsill of the social 
fabric — is so now and will be until the class strug- 
gle ends in class extinction and free society. 

Society has always been and is now built upon 
exploitation — the exploitation of a class — the 
working class, whether slates, serfs or wage- 
laborers, and the exploited working class in sub- 
jection have always been, instinctively or con- 
sciously, in revolt against their oppressors. 

Through all the centuries the enslaved toilers 
have moved slowly but surely toward their final 
freedom. 

The call of the Socialist party is to the ex- 
ploited class, the workers in all useful trades and 
professions, all honest occupations, from the most 
menial service to the highest skill, to rally be- 
neath their own standard and put an end to the last 
of the barbarous class struggles by conquering the 
capitalist goNcrnmcnt, taking possession of the 
means of production and making them the com- 
mon property of all, abolishing wage-slavery and 
establishing the co-operative commonwealth. 

The first step in this direction is to seter all re- 
lations with 

CAPITALIST PAItTICS 

Tlicy arc jircciscly alike and I challenge their 
most discriminating partisans to tell them apart 
in relation to labor. 

The Republicsm and Democratic parties arc 
alike capitalist jiarties — dilTcring only in being 
committed to different sets of capitalist interests— 
they have the same principles under varying 
colors, arc equally corrupt and arc one in their 
subservience to capital and their hostility to labor. 

The Ignorant workingman who supports either 
of these parties forges nis own fetters and is the 
unconscious author of his own misery. He can 
and must be made to see and think and act with 
his fellows in supporting the part)' of Ins class and 
this )Vork of education is die crowming virtue of 
the socialist movement. . . . 

THE SOaALIST PARTV 

In what has been said of other parties I have 
tried to show why they should not be supported 
by the common people, least of all by working- 
men, and I think I have shown clearly enough 
that such workers as do support them arc guilt)’, 
consciously or unconsciously, of treason to their 
class. Tlicy arc voting into power the enemies of 
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labor and are morally responsible for the crimes 
thus perpetrated upon their fellow-workers and 
sooner or later they will has c to sulf er the conse- 
quences of their miserable acts 

The Socialist parts' is not, and does not pretend 
to be, a capitalist paits' It docs not ask, nor docs 
It ctpcct the sores of the capitalist class. Such 
capitalists os do support it do so seeing the ap- 
proaching doom of the capitalist system and svith 
a full understandmg that the Socialist party is not 
a capitalist party, nor a middle class patty, hut a 
res oluuonary seorkmg class party, svhose histone 
mission It is to conquer capitalism on the political 
battle-field, take control of government and 
through the public powers take possession of the 
means of wealth production, abolish wage-slavery 
and emancipate all workers and all humamty 

The people arc as capable of achieving their m- 
dustnaf freedom as they svere to secure their po- 
litical libertj, and both are necessary to a free 
nation 

The capitalist system is no longer adapted to 
the needs of modern soaety It is outgrown and 
fetters the forces of progress. Industna! and com- 
mercial competition are largely of the past The 
handwnting blazes on the wall Centralizauon and 
combination are the modem forces m industrial 
and commercial life. Competition is breaking 
down and co-operation u supplanting it 

The hand tools of early nmes are no more. 
Mammoth machines have taken their places. A 
few thousand capitalists own them and many mil- 
lions of wotl ingmen use them. 

All the wealth the vast army of labor produces 
above its subsistence is taken by the machine own- 
ing capitalists, who also own the land and the mills, 
the factories, railroads and mines, the forests and 
fields and all other means of production and trans- 
portation 

Hence wealth and poverty, millionaires and 
beggars, castles and cases, luxury and squalor, 
painted parasites on the boulevard and pamted 
posert)' among the red lights. 

Hence strikes, boycotts, riots, murder, suiade, 
Insanlt)', prostitution on a fearful and increasing 
scale 

The capitalist parties can do nothing They are 
a part, an iniquitous part, of the foul and decaying 
sj'stcm. 

There o no remedy for the ravages of death 

Capitalism is d\ mg and its cxtrcmints arc al- 
ready decomposing The blotches upon the sur- 
face show that the blood no longer circulates. The 
tune 15 near when the cadaver wdl have to be re- 
moved and the atmosphere purified 
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In contrast with the Republican and Demo- 
cratic conventions, where politicians w'cre the 
puppets of plutocrats, the convention of the So- 
cially party consisted of workmgmen and women 
fresh from their labors, strong, clean, wholesome, 
self-reliant, ready to do and dare for the cause of 
labor, the cause of humamtj' 

Proud mdeed am I to have been chosen by such 
a body of men and women to bear aloft the pro- 
letarian standard in this campaign, and heanily 
do I endorse the clear and cogent platform of the 
part)’ w hich appeals with mcreasmg force and elo- 
quence to the whole working class of the coun- 
try 

To my associate upon the national ticket I give 
my hand with all my heart. Ben Hanford typifies 
the working class and fitly represents the historic 
mission and revolunonary character of the Social- 
ist party 

CLOSING WORDS 

These are snmng days for living men The day 
of crisis IS drawing near and Socialists arc exert- 
ing all their power to prepare the people for it. 

The old order of society can survive but httle 
longer Socialism is next m order The swelhng 
mmonty sounds warning of the impendmg change 
Soon that mmonty wfilbe the majonty and then 
will come the co-operative commonwealth 

Ever)' workingman should rally to the standard 
of his class and hasten the fuU-orbed day of free- 
dom 

Every progressive Democrat must find his way 
in our direction and if he will but free himscLf 
from prejudice and study the prinaples of So- 
cialism he will soon be a sturdy supporter of our 
party 

Ever)' sympathizer with labor, every friend of 
justice, every lover of humanity should support 
the Socialist part)' as the only party that is or- 
ganized ro abolish industrial slaver)’, the prolific 
source of the giant evils that afflict the people 

Who with a heart m his breast can look upon 
Colorado without keenly feeling the cruelties and 
crimes of capitalism' Repression will not help her 
Brutahty will only brutalize her Private ovv’ner- 
ship and wage-slavery are the curse of Colorado, 
Only Socialism W’lll save Colorado and the na- 
aon. 

The overthrow of capitalism Is the object of 
the Socialist party It w 111 not fuse with any other 
part)' and it would rather die than compromise 

The Socialist party comprehends the magnitude 
of Its task and has the patience of preliminary de- 
feat and the faith of ultimate victory. 
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The working class must be emancipated by the 
work'ing class. 

Woman must be given lier true place m society 
by the working class. 

Cliild labor must be abolished by tlic working 
class. 

Society must be reconstructed by the working 
class. 

Tlie working class must be employed by the 
working class 

The fruits of labor must be enjoyed by the 
working class. 

VINCENT 

In 1905, a group of labor representarives met 
at Chicago and organized the Industrial 
Workers of the World. Here gathered So- 
cialists like Eugene V. Debs, delegates from 
A. F. of L. unions which were restive under 
their old-line leadership, and members of such 
dissident labor groups as the Western Fed- 
eration of Miners. Among the many view- 
points — socialist, anarchist, industrial unionist 
— which made themselves vocal at the Cliicago 
meeting, one clement stood out as binding, a 
rejection of the A. F. of L.’s premise that or- 
ganization on a craft basis was the founda- 
tion of a successful labor movement. 

The following year, after the failure of a 
vigorous dual union campaign, schism split 
the new movement and the comparatively 
skilled workers represented by the dissident 
A. F. of L. unions withdrew. Tlie Western 
Federation of Miners seceded in 1907; these 
were followed, in 1908, by the socialist groups 
led by Daniel De Leon. The I.W.W. now fell 
into its ultimate pattern, a propaganda organ- 
ization working among unskilled and migra- 
torj’’ workers with its greatest strength in the 
Far West. Freed of socialist doctrinaire dis- 
senters and potential craft unionists, the 
I.W.W. passed into the control of what Dc 
Leon labeled the “Overall Brigade,” — men in- 
tensely suspicious of parties, parliamentarism, 
voting, craft unionism and leaders of all varie- 
ties, including their own. 

The I.W.W. brought new methods into la- 
bor organizing. It rejected trade agreements, 


War, bloody war, must be ended by tlie work- 
ing class. 

These arc die principles and objects of the So- 
cialist party and we fearlessly proclaim them to 
our fcllowmcn. 

We know our cause is just and that it must pre- 
vail. 

With faith and hope and courage we hold our 
heads erect and with dauntless spirit marshal the 
working class for the march from Capitalism to 
Socialism, from Slavery to Freedom, from Bar- 
barism to Ovilization. 

ST. JOHN 

refused to establish benefit programs that 
might transform it into a “coffin society,” and 
devoted its energies to propaganda and or- 
ganizing. The social philosophy behind that 
propaganda was never precisely formulated, 
though those who feared the movement talked 
forebodingly of “anarchism” and “syndical- 
ism” and other threats to social stability. The 
fact IS, Its ideology took on aspects of both 
these radical movements. 

I.W.W. aims and methods are described in 
the testimony of Vincent St. John, its general 
secretary, before the Commission on Industrial 
Relations which Congress had appointed to in- 
quire into the condition of labor. Two years 
had passed since the Lawrence strike of 1912, 
when the I.W.W. led unorganized tcstile 
workers against a wage cut, to the accompani- 
ment of violence, conflict with craft unions, 
the new technique of crowding local jails with 
men willing to suffer for exercising die right 
of free speech, and a flood of apprehensive 
publicity. The Lawrence strike had ended in 
an I.W.W. victory that brought a general 
wage increase in which the unskilled won the 
largest share. In its unorthodox' fashion, the 
I.W.W. had shown the power latent in the 
unskilled and underemployed whom the craft 
unions had never attempted to organize. 

Shordy after the publication of the Indus- 
trial Commission’s report, there was another 
flare-up of I.W.W. activity in the West. Tlie 
1916 effort was not unsuccessful. The move- 
ment’s opposition to the war led to its being 
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outlawed in many states through the passage 
of so-callcd cnminal s)’ndicalism laws In 1919, 
1 W W leaders were tned for violation of the 
federal acts agamst seditious activity m war- 
time and when its general sccretaiy% Wilham 
D Hajwiard, pimped his bail and fled to 
Sonet Russia, the backbone of the movement 
was broken It continues to exist today but it 
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IS not much more than a paper organiza- 
tion 

St. John’s tesumony is reprmted from the 
Find Report and Testimony Submitted to 
Congress by the Conrmtssion on Industrial Re- 
lations (15 vols, Washington, 1916) It ap- 
peared as Senate Document No 415, d4th 
Congress, ist Session 


Testimony Concerning the I.W W. before the 
Cotiwiission on Industrial Relations 

BY VINCENT ST. JOHN 


Mu. Tiiompsov ^Vhat are the purposes, general 
scope, and plan of the Industrial Workers of the 
Worlds Take your time and make your statement 
in regard to that. 

Afr St John. The primary purpose is the or- 
ganization — to organize the workmg class on a 
class basts. That is, to organize and educate the 
workers with the understanding that the workers 
of this and every other country’ consnmte a dis- 
tinct and separate economic class in society, with 
mtercsts that are distinct and separate from the 
employing class, as such, m soaety That is, the 
organizaBon dnidcs society to-day mto two broad 
classifications— the employing class on the one 
hand and the uagcivdrkmg class on the other The 
purpose of the organization is to organize and edu- 
cate the wageworking class into a knowledge of 
economic position for the purpose of gaming req- 
uisite power in order to advance their mtercsts, 
defend their interests, and advance them wherever 
possible, WTth the ultimate ob)cct of placing the 
control and operation of industries m which work- 
ers work into the hands and under the jurtsdic- 
tion of the organized wageworkers of the country, 
so that the result of theu efforts, the wealth pro- 
duced by them and by their collective effotts, will 
accrue to those who arc responsible for its crea- 
tion w ithout having to pay tribute to any employ- 
ing class over any other parasitical class whatever 
It IS proposed to accomplish that by organizing 
the w orkers m such a manner that it w-ill be pos- 
sible for them, through their organization, to con- 
trol their labor power, their brain and muscular 
energy that is used from day to day and y’ear to 
year m the operation of mdustrics, which to-day 
IS a conunodity sold on the labor market under 
the same rules, governed by the same conditions, 
that am other commodity is sold, and the Indus- 
trial Workers of the World propose that the 
wagew orkers organize m such a manner that they 


will control a sufficient amount of this commodity 
requued to operate the mdusmes so that they will 
be able to dictate the terms upon which it is used 
I think, for a general statement, that covers the 
matter, so far as I can go 
Chairman VVai.sh. Now, after that union was 
formed the local umons were formed, and you 
had this national umon. what means would you 
propose to sec that those men get the profit of their 
own labor? What means would you adopt to see 
that these men so formed mto a union would re- 
ceive what 1 believe you said was the product of 
their toil and not divide it with anyone else’ 

Mr St John That would be impossible, so far 
as the railroad workers themselves were con- 
cerned They could not accomplish that mdi- 
vidually, that is, it would be impossible for the 
employees of the different railroad systems to 
arrange matters to that extent simply as the em- 
ployees of the railway system, of the railway in- 
dustry The ultimate object of the organization 
would have to stand until such time as the organ- 
izaooti m all of the mdustnes reached the pomt 
that gave them the required power to attam that 
object 

Chairman Walsh Assuming, Mr St John, that 
y'on succeed m perfectmg such an organizanon m 
the leading mdustnes of the Nation, the large 
employ’ers of labor, what steps would you then 
take to brmg about the conditions that yon men- 
tioned in the statement of your general object, to 
wit that the workers should have the product of 
their own labor and not give any proportion or 
divide It with the parasiucal class or with the class 
of nonworkers? 

Mr. St John Well, when that stage amves the 
oigamzanon will have gradually mcreased its con- 
trol over the mdustnes. 

Chairman Walsh. How is that? 

Air. St. John I say when that stage amves the 
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orgamzarion will have gradually increased its con- 
trol and domination over industrj^ to such an ex- 
tent that they \\ ill be able to operate the industry 
nnd exchange the products through the medium 
of our own organization. 

Chaumian Walsh. At what pome would you 
take in what you call the offiaaJs or the adminis- 
trauves’ 

Mr. St. Joh.v. Whenever we were strong 
enough to dommate them and know that they 
would work for our mterest. 

Chairman Walsh. Would your plan require a 
political action^ 

Mr. St. John. I don’t know what you mean by 
political action- 

chairman Walsh. That is, would it requme con- 
trol of the legislanve body of the Nation? 

Mr. St. John. No, sir. 

Chairman Walsh. Or of the various States, or 
a change in the organic law of the Nation, or con- 
stitutions of the various States^ 

Mr. St. John. None, whatever. 

Chamman Walsh. That is all. 

Mr Thompson. I understand, Mr. St. John, 
from your answers to the chairman’s quesnons, 
that what you have stated in reference to the pro- 
gram of your organization in regard to the pro- 
duction and distribution of w^th is a future 
program That at present you are concerned with 
the organizauon of the workers to better their 
hours and their working condition and to increase 
their wages 

Mr St. John. The organizauon, m order to rep- 
resent the interests of the working class, must nec- 
essarily have a twofold function. It has to be able 
to handle the eveiyday problem of the workers, 
which IS one of shorter hours, better wages, and 
improved shop condiuons, and ultimately the ed- 
ucation of the workers, so that they can assume 
control of industrjL The fundamental purpose of 
the organizauon is to drill, have the workers 
drilled, and to educate themselves so that they can 
control industry; and as a training school or prepa- 
radon for that task, the everj’day struggle of the 
workers is the first struggle in front of the organ- 
ization. 

Mr. Thompson. Mr. St. John, what is the 
method of organization you pursue m any given 
industry', if you have such^ . . . 

Mr. St. John. You mean by that how we build 
up an organization — start it? 

Mr. Thompson, Yes. Do y'ou have any' organ- 
ized? Do you have any distmct plans, different 
from those of other labor organizauons that are 
commonly understood and known^ 

Mr. St. John. Well, I think that is the general 


proposition All organi7.auon work is pretty much 
the same. The plan the I.W.M^ follows is' by or- 
ganizers. For a local union in a given locality’ it 
carries on the organization work, through its mem- 
bers, through its membership, cducauonal \iork, 
the distribuuon of leaflets, cHculation of the pa- 
pers of the organization, holdmg of public meet- 
ings in halls and on the streets, in front of factory' 
gates, in fact any' method by' which the attention 
of the workers employ'cd can be attracted; either 
carry’ing on agitauon inside or outside of the fac- 
tories. 

Mr. Thompson. When as a result of such meth- 
ods as you may’ use for basing an orgamzanon in 
a given city or factory’, how do y’ou present or 
make your demands to such factory', in reference 
to any subject which y'ou take up’ Do you have 
a shop orgamzanon? 

Mr. St. John. We have a shop organization. If 
the local, if the industry' in quesdon has several 
different establishments in the same locality', the 
workers in the shops have meetings of their own 
wherein they take up the questions that they’ arc 
interested m, with a view to the pardcular shop 
that they' are working, and their demands or ideas 
are formulated mto demands, and these different 
shops, branches, elect delegates who receive the 
report from the meetings of the shop branches, 
that is, the demands formulated for the different 
shops, and harmonize the whole. That is, they 
compile from the different demands a general set 
of demands, embracing whatever pardcular de- 
mands may’ apply to each shop or each cstabhsh- 
ment, either combmed into a set of demands cov- 
ering the entire district or the jurisdiction of that 
industry', or that industrial charter, or whatever it 
may be, and they are presented to whoever has 
the authority’ to receive them on the part of the 
employ'ers. 

Mr. Thompson. Who in the cases y’ou haie 
mennoned w'ould present such f'emand on your 
organization? 

Mr. St. John. The committee elected by the 
different branches of the workers involved. 

Mr. Thompson. What, if any’, arrangement does 
y'our organizadon countenance with the different 
factories that you may have an organizad'on in? 

Mr. St. John. We do not make any' agreements 
for any’ stated length of time, but, as an example, 
if there was a — if the effort to gain better condi- 
tions resulted m a strike and this strike resulted 
in a victory for the workers involved, work would 
be resumed sunply’ upon the representadves of the 
employ'er, the qualified representadves of the cm- 
plover, say’ing that they agreed to the terms for 
which the tvorkers were fighting, and a nonce 
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posted In the null to that effect. That is the e.Ttenc 
of the effect of any^reement we enter into 

Mr. Thompson Take a case, for instance, 
where there has been no stnke, where your rep- 
resentatives meet with the firm, and an agreement 
is reached m reference to the several matters in dis- 
pute, have your representatives power to agree 
to any conditions, or hours, or wages for aity given 
length of tune, or are they to last for the day 
onlyl 

Mr. St John They do not agree upon a length 
of time. They do not have any power to agree to 
an)nhing of the land Ail they have power to do 
IS to report back to a meeting of the workers m- 
volved wherever they report and whatever their 
report is, and theit report is either accepted or re- 
jected If It IS rejected then the practice is sunply 
to require that a notice be posted in the establish- 
ment stating that tlicse conditions vvili goverm 

Mr. Thompson Assuming that, as a result of the 
conference of the representatives of your organ- 
ization, the firm should agree to the demands of 
the men, but should attach to the agreement the 
conditions that such demands should be m ex- 
istence and be the law between the two for the 
time of a year, is it the purpose of your orgamza- 
non to countenance or encourage the makmg of 
such agreements’ 

Mr Sr. John No, on the contrarv the organ- 
ization IS emphatically opposed to the encermg mto 
of any agreement for any stated length of time. 

Afr Thompson Would the representatives of 
the workers under your plan of organization have 
the right to submit such a question to the mass 
meeting of the workers? 

Mr Sr John They would not have the tight, 
but if the question wasput up to them they would 
be supposed to do so They are not judges of what 
comes before the membership on matters of that 
kind 

Mr. Thompson Then, suppose they submitted 
such a plan to the membership at a mass meecmg 
and the membership unanunouslv voted for it, and 
such an agreement or arrangement was made on 
such a V otc of the mass meeting, vv ould your inter- 
national organization or )our general organiza- 
tion stand back of such an agreement’ 

Mr St John The possibilities are that the ac- 
ceptance of an) such agreement, any time agree- 
ment, on the part of anv local connected with the 
IWW would sever their connection. That has 
been the practice m the past 

Mr. Thompson That is to say that the funda- 
mental poli'cv of vour organization is this' That 
thev do not countenance any tune agreements, 
and that the makmg of tunc agreement automat- 
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ically severs the organizanon makmg it from your 
patent body? 

Mr St John That has been the pobey m the 
past, yes, sir 

Mr Thompson And consequently and natu- 
rally you would not encourage the carrying out 
of such an agreement? That goes without saying 

Mr Sr John Certainly not. 

Mr Thompson When demands ate made by 
your organization on the factory or firm, and they 
are not acceded to, what are the general plans of 
our organization for enfotemg such plans, if you 
ave any? 

Mr Sr John Well, we have no general plan, 
because the circumstances surroundmg each par- 
ticular case IS what detenmnes the plan of opera- 
non The general plan might be stated as the with- 
drawing of the labor power from the establishment 
m question, or from the mdustry m quesuon. In 
that locaUty, and if necessary from the mdustry 
m question throughout the counW, m an effort to 
stop producoon m that manner That is generally 
known as a stnke If circumstances were such as 
to prevent, such as to mdicate that a strike would 
probably not give the results, would be inoppor- 
tune, the condioons in the Industry were not fa- 
vorable, why, different methods would be resorted 
to, we would try to slow up the production in 
the factory; turn out poor work, m fact, mterfere 
with the process of production so as to destroy the 
possible chance for revenue or profit accrumg to 
the owners from that particular mdustry or milk 

Mr Thompson Is that what^’ou call sabotage? 

Mr Sr John That is what it is generally known 
as, yes, sir 

Mr Thompson How else do you carry that 
prmciple out? Say, when you are out on a strike 
and not m the mill, how would you catty that 
same prmciple out? 

Mr St John We couldn’t very well carry that 
pnnciple out if we were out on a strike, exceptmg 
It would be to mterfere with the products turned 
out in that particular mill, m transportation, or 
Interfere with the raw material going into the 
mDl We would make an effort, if the organization 
was in shape, to control an influence sufficient 
viTth the isolated plant in question, so that no raw 
material or anjihing they use in the manufacture 
got Very far 

Mr Thompson It, m carrying it out, it is neces- 
sary' to destroy property', would your organization 
countenance that’ 

Mr Sr John If the destruction of property 
vv^ould gain the point for the workers involvcii, 
that Is the only consideration we would give to it. 
The fact that property’ was destroyed would nut 
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liavc anj’ching to do w'iclt dctcnnining whether 
we adopted the plan or not. 

Mr. Thompson. Then, the criterion of your ac- 
tion on a strike is whctlicr or not the proposed 
action will gain the point of die strike? 

Mr. St John. Tliat is the only one. 

Mr. Tho.mpson. Would that same reasoning 
apply to quesdons of violence against persons? 

Mr. St. John. Certainly. . . . 

Mr Thompso.v. 1 wish you would explain the 
reasons why your organization would not make 
a time agreement, and why you countenance the 
destruction of property or the injury of persons 
m order to carrj' out any desured point as work- 
men? 

Mr. St. John. Well, in the matter of the time 
agreements, the entering into time agreements is 
of no value to the working class It is of no value 
to that particular part of the working class who 
arc directly involved in the agreement. It is, as a 
rule, a distinct — it places them at a disadvantage 
for the future period. In the first place, it is simply 
saying to the employer that on a certain date, after 
the lapse of a certain number of months, we arc 
going to make a demand on you for increased 
wages or change in the working conditions. That 
IS what it means to them. The consequence is diat 
if he has any semblance of intelligence at all he 
prepares for it, and he has got a year’s dme to get 
ready for it. He makes up his stock ahead — his 
warehouse is piled with stock where he is dealing 
in goods that he can liandle that way; and when 
the dme comes and you make your demands, he 
has made arangements so that he is able to get 
along without you. He places you at a disad- 
vantage 

Another thing, it prevents the workers from 
taking advantage of any favorable opportunity 
diat might arise during the term of this agreement, 
by which they could get better conditions For 
instance, the market or demand for the com- 
modities that were being produced might become 
lively, and the plant become rushed with orders, 
w'hy, from that circumstance the worker has an 
adv'antagc in making terms and demands. There is 
an added demand for the commodity they arc sell- 
ing — their labor power, and there is that added 
demand there, and they arc in a more favorable 
position to force recognition for their claims and 
gam what they arc after. 

In addition to that, it destroys the acuve spirit 
in an organization to work under a contract 
period. The membership, as a rule, working under 
a time contract, as soon as the contract is signed 
and they arc back to work, they lose everything 
except a mete passing interest in their organization; 


and they thmk things are settled for the time be- 
ing, and they do not need to bother until their 
contract is about to expire. Those are a few of the 
reasons, and as far as the destruction of propertx’ 
IS concerned, the property is not ours We hat ent 
any mterest at all m it, it is used simply — it is used 
to make die lot of the workers, as a class, harder; 
and the only property that we have, experience in 
the past has shown that the employers, as a class, 
are not at all particular whether they injure our 
propert)' or not. Tliey take us mto the mills before 
we arc able — before we have even the semblance 
of an education, and they grind up our vitaht)’, 
brain and muscular energy into profits, and when- 
ever we can not keep pace with the machine 
speeded to Its highest notch, they turn us out onto 
the road to eke out an existence as best we can, or 
wind up on the poor farm or in the potter’s field. 
And we dunk what is good for the workmg class 
— rather, what is good for die employing class is 
certainly good for us. And he has not shown any 
respect at all for our property, that it is not in- 
cumbent upon us to show any respect for his 
property; and we do not propose to do it, and 
we do not propose to make any bones about hav- 
ing that attitude clearly understood; that we arc 
getting somewhat intelligent, and at least bcgin- 
mng to nonce things. And the same holds true 
with regard to life and violence. Not that the 
Industrial Workers of the World arc advocaung 
the destruction of life to gain any particular point 
or the use of violence; because the destruction of 
life IS not going to gam any point, and if life hap- 
pens to be lost in strikes that we arc implicated 
in, the blame generally, and has been up to date, on 
the other side. But we arc not going to tell our 
membership to allow themselves to be shot down 
and beat up like cattle Regardless of the fact that 
they arc members of the workmg class, they still 
have a duty that they owe to themselves an^ their 
class of defendmg themselves whenever they arc 
attacked and their life is tlircatencd. Violence is 
not always the choosing of the workmg class, as a 
general rule, it is forced on tlicm as a simple aa of 
self-defense. They have to stnkc back when they 
arc struck at, anci that is the spirit and that is the 
idea the organization is trying to educate the 
workers into. 

We do not — we do not want to be understood 
as saying that we expect to achieve our aims 
tlirough violence and through the destruction of 
human life, because, m my judgment, that is im- 
possible. The achievement of success — the success 
of this organizauon — die realizauon of xvhat it is 
strivmg for — depends on one thing only, and that 
is gaming the control of a sufficient amount of 
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the tabor power that is necessary m the operation 
of mdusay Noiv, when w'e have that control, 
then through organization the necessity for vio- 
lence tvill be reduced, m fact, it will Mmost dis- 
appear It will disappear The necessity for using 
any tactics that will lead to violence will disappear, 
and the protection and the safeguardmg of human 
life will mercase just in proportion as we have 
that control And we w lU not only be able to take 
care of ourselves, and therefore it will become un- 
necessary for us to mjure anybody else so far as 
life IS coneemed 

Mr Thompson In getting your control of an 
industiy, Mr St John, do you — and m your 
advocacy of the method of gaming that control, 
do you tell your membership only to use force 
m case it is necessary for selt-defcnsc? 

Mr. St John We don’t tell them anythmg of 
the kmd TTiey arc supposed to have sense enough 
to know that. If they did not have sense enough 
to know when to take care of themselves, no 
amount of telling on our part would do them any 
good. 

Mr Thompson In other words, your general 
pohey IS that whatever violence is necessary to 
carrj’ the pomt, and if violence will carry the 
pomt, they must use it to gam the pomt? 

Mr Sr John Most assuredly, yes 

Mr Thompson That is to say, if violence will 
bring the pomt that the vvorken want, then it is 
countenanced? 

Mr St John Well, violence is not going to 
bring the point that the workers want except in 
rare instances 

Mr. Thompson. Take the case of workers fillmg 
the place of strikers, for instance. If your people 
believe that by committing acts of violence against 
the people vv ho take the places, they would cause 
a determination of the struggle in favor of the 
strikers, then you w'ould countenance such vio- 
lence’ 

Mr St John Certainly 

Commissioner Harriman I would like to ask 
vou, Mr So John, what was the underlying cause 
for the creation of your organization? 

Mr St John Well, the organization came into 
CTistcncc mainly because of the lack of unity on 
the part of labor as it was and is oigamzed to- 
day 
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Commissioner Lennon I wish the witness would 
face that way [mdicating audience], and we could 
hear just as well 

Mr St John. Strikes m different secuons of the 
country' were fought out and lost by the workers, 
not because they did not put up a good fight them- 
selves, those that were directly mvolved — not be- 
cause of the fact that the employers were m an 
advantageous position, but simply because that, in 
addinon to fightmg the emploj/ers who were sobd 
as a unit on the proposition, they also had to con- 
tend against the assistance rendered to the em- 
ployers by workers in the same mdustry or in 
other mdustries. The only show for the wmnmg 
of a stnke is stoppmg the production of the com- 
modity that IS being manufactured by the workers 
that are on stnke, curtailmg the profits of the 
corporation or the mdividtiid who has title to 
that establishment, and as long as he can transfer 
his work to other workers or operate his factoncs 
with seab labor and the products turned out by 
scab labor are distributed around the country by 
umon men with union cords m their pockets, and 
the raw materials are furnished to the scab labor 
in this particular factory and pass through the 
hands of men with union cards m their pockets, 
the chances of any body of workers wmnmg a 
stnke m any important mdustry are reduced to 
a mmimum. to say the least. And it was to over- 
come that state of affairs that the union has come 
into existence. 

Commissioner Harrialan Do y'ou think that 
cooperauon between employers and the wage- 
earmng class is possible or impossible — peaceful 
cooperation? 

Mr St John It is not possible except by a loss 
to the wage earners. It might be brought about, 
but the only ones that would gam by it would be 
the employers. The wage earners would be the 
ones to suffer 

Commissioner Harriman I would like to ask 
you what is the attitude of your organization to- 
ward the Government? 

Mr St John Well, they simply look on the 
Government as a committee employed to look 
after the mterests of the employers Tliat is all the 
Government means to it. It is simply a committee 
employed to pohee the mterests of the emplov- 
mg class. ... 
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The presidential campaign of 1912 bears 
witness to the political impact of a decade and 
a half of agitation, investigation, publicity, and 
reform, William Howard Taft, the Republi- 
can party candidate, carried the conservative 
label — though his administration had secured 
more progressive legislation than the more 
flamboyant regime it succeeded — while Theo- 
dore Roosevelt and Woodrow Wilson both 
put themselves down as progressives. Each ad- 
vocated a carefully devised government pro- 
gram for dealing with the economic problems 
associated with the growth of great enter- 
prises, and each insisted that he was the cham- 
pion of the American people. 

The Democratic candidate, Woodrow Wil- 
son (1856-1924), was bom in Virginia four 
years before the outbreak of the Civil War, 
His family was of Scotch-Irish origin and suf- 
ficiently prosperous to send their son to 
Princeton and the University of Virginia, 
where he studied law. The effort to build a 
practice in Atlanta proved uncongenial to a 
man of scholarly tastes, and Wilson decided 
to prepare for teaching, joining the group of 
brilliant pioneers in American graduate study 
who worked in Professor Herbert B. Adams’s 
seminar at Johns Hopkins in the early eighties. 
Congressional Government won Wilson his 
degree, a reputation, calls to teach at Bryn 
Alawr and Wesleyan, and finally an appoint- 
ment to the chair of political science at Prince- 
ton. 

In 1902, Wilson was elected president of his 
university and set about reversing the trends 
which had transformed the rigors of the 
Pnneeton of Witherspoon and Ashbel Smith 
into the “rich man’s club’’ of the nineties. For 
the next seven years, Wilson sought to estab- 
lish higher academic standards and to eliminate 
some of the undemocratic practices among the 
undergraduates Almost prophetically, what 
had begun as a dispute over principle became 


a personal quarrel; and he was ultimately 
forced mto a position that left him small 
choice but retirement. 

Wilson’s Princeton program had made him 
a sjnnbol of the struggle to restore the peo- 
ple’s rights, his defeat gave him the political 
glamor of martyrdom To a New Jersey Dem- 
ocratic machine that saw victory likely in 
1910, the ex-presidcnt of Princeton seemed to 
combine a vote-getting aura of liberalism and 
integrity with sufficient lack of experience in 
practical politics to assure the continuance of 
sound policy — maintaining New Jersey laws 
against pressure for reform was important to 
interests which had made the state notorious 
for laxity in grannng corporate charters and 
firmness against such innovations as employers’ 
liability. 

The Democratic machine named Wilson its 
candidate for governor, accordingly. When 
he was elected, machine leaders learned that 
they had given power to a man who had in 
no way forgotten that he numbered Presby- 
terian ministers in both lines of his ancestry. 
As governor, Wilson showed many of the 
traits he was to give evidence of in higher of- 
fice- he was stubbornly certain of his own 
rightness, fearless in defying machine rule, 
and ready to appeal to the people against 
slackness in legislators. 

Two years as governor of New Jersey made 
Wilson a leader among contenders for the 
Democratic presidential nomination; his only 
serious rival was Champ Clark of Alissouri. 
The Baltimore Convention, like that of 1908, 
was under William J. Bty'an’s control, though 
he had refused to be a candidate. Defeated for 
the post of temporary chairman, Bryan dic- 
tated the Democraac platform and all but 
ruled the convention from the floor. And, in 
the balloting for nominee, it was Btyan’s in- 
fluence which gave the vote of his delegation, 
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instructed for Oark, to Woodrow Wilson, 
and so made Wilson the presidential candi- 
date Bryan had snatched nhen the New York 
delegation, led by Tammany Hall, avent over 
to Dark on the tenth ballot, but forty-SLx bal- 
lots ncre taken before the convention gave 
Wilson the two-thirds \ otc then necessary' to 
name a Democranc candidate. 

Woodrow Wilson earned on a vigorous 
campaign His speeches— largely repnnted m 
The New Frcedoin (1913) — not only present 
his own idea of reform hut also reject that 
of his chief opponent, Theodore Roosevelt. 
The people must rule thetr economic hfe di- 

The New 
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rectly, Wilson argues, and not through the 
trusteeship of great enterprise. Monopoly 
neter can be trusted, even under regulation, 
for what assurance is there that the regulators 
tvill act in the interest of the people^ Regula- 
oon IS not sufficient, therefore, competition 
must be restored Only then can the creative 
middle class return to its true task and, with 
energies released, take up its appointed mis- 
sion of ennching Amencan life 

The selection here repnnted is from The 
New FreedoTii (New York, 1913) and is pub- 
lished by permission of Doubleday and Com- 
pany, Inc 

Freedom 


BY WOODROW AVILSON 


FatotEN Nctn No Guaboians 

Tiieke ABE TWO theories of government that have 
been contending with each other ever smee eov- 
emment began One of them is the theory which 
In America is associated with the name of a very 
great man, Alexander Hamilton A great man, 
but, in my judgment, not a great American. He 
did not thmk m terms of American life. Hamilton 
belieied that the only people who could under- 
stand government, and therefore the only people 
who were qualified to conduct it, were the men 
who had the biggest financial stake m the com- 
mercial and Industrial enterprises of the countty 

That theory, though few have now the hardi- 
hood to profess it openly, has been the working 
theory’ upon which our govemment has lately 
been conducted. It is astomshmg how persistent it 
Is It is amazing how quickly the political party' 
which had Lincoln for its first leader, — Lmcoln, 
who not only denied, but in his own person so 
completely disproied the aristocratic theory, — it 
IS amazing how quickly that patty, founded on 
faith in the people, forgot the precepts of Lincoln 
and fell under the delusion that the “masses” 
needed the guardianship of “men of affairs.” 

For indeed, if y ou stop to think about it, noth- 
ing could be a greater departure from original 
Americanism, from faith in the ability of a con- 
fident, resourceful, and independent people, than 
the discouraging doctrine that somebody has got 
to provide prosperity for the rest of us. And yet 
that is exactly the doctrine on which the gosem- 
ment of the Umted States has been conducted 
latelv \ 3 Tio have been consulted when Important 


measures of government, like tariff acts, and cur- 
rency acts, and railroad acts, were under consid- 
eration? The people whom the tariff chiefly af- 
fects, the people for whom the currency is sup- 
posed to exist, the people who pay the duties and 
ride on the railroads? Oh no' What do they 
know about such matters. The gentlemen whose 
ideas have been sought are the big manufacturers, 
the bankers, and the heads of the great railroad 
combmaaons The masters of the government of 
the Umted States are the combined c^italists and 
manufacturers of the Umted States It is written 
over every intimate page of the records of Ckin- 
gress. It IS written all through the history of con- 
ferences at the WTute House, that the suggesuons 
of economic pohey m this country have come 
from one source, not from many sources The 
benevolent guardians, the land-hearted trustees 
who have taken the troubles of government off 
our hands, have become so conspicuous that al- 
most anybody can write out a list of them They 
have become so conspicuous that their names are 
mentioned upon almost every pobtical platform 
The men who have undertaken the mterestmg job 
of uking care of us do not force us to requite them 
with anonymously directed gratitude. We know 
them by name 

The government of the Umted States at pres- 
ent IS a foster-child of the special mtercsts It is not 
allowed to have a will of its own It Is told at every 
mote “Don’t do that, y'ou will mterfere W’ltK 
our prosperity ” And when we ask, “\Vhere is our 
prosperity’ lodged?” a certain group of gentlemen 
say, "With ns” The government of the United 
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States in recent years lias not been administered 
by the common people of the United States. \ou 
Itnow just as well as 1 do, — is not an indictment 
against anybody, it is a mere statement of the 
facts, — that the people have stood outside and 
looked on at tlieir own government and tliat all 
they have had to determine in past years has been 
which crowd they would look on at, whether they 
would look on at this little group or that little 
group wlio had managed to get the control of af- 
fairs m Its hands. Hate you ever heard, for c\- 
ample, of any licaring before any great coniniittcc 
of the Congress in which the peojile of the coun- 
tr}' as a whole were represented, except it may be 
by tlic Congressmen themselves^ The men who 
appear at those meetings in order to argue for or 
against a schedule in the tariff, for this measure or 
against that measure, are men who represent spe- 
cial interests. Tlicy may represent them very 
honestly, they may intend no wrong to their 
fellow-citizens, but they are speaking from the 
point of view always of a small portion of the 
population. I ha\ c sometimes wondered wly men, 
particularly men of means, men who didn t have 
to work for their living, shouldn't constitute them- 
selves attorneys for the people, and every time a 
hearing is held before a comimtrcc of Congress 
should not go and ask: “Gentlemen, in consider- 
ing these things suppose you consider the whole 
country? Suppose you consider the citizens of the 
United States?" ... 

1 am one of those who absolutely reject the 
trustee theory, the guardianship theory. 1 have 
never found a man who knew now to take care 
of me, and, reasoning from that point out, I con- 
jecture that there isn’t any man who knows how 
to take care of all the people of the United States. 
I suspect that the people of the United States un- 
derstand their own interests better than any group 
of men in the confines of the country understand 
them. The men who arc sweating blood to get 
their foothold in the world of endeavor under- 
stand the conditions of business in the United 
States very much better than the men who have 
arrived and arc at the top They know what the 
thing is that they arc struggling against. Tliey 
know how diflicult it is to start a new enterprise. 
Tlicy know how far they have to search for 
credit that will put them upon an even footing 
with the men who have already built up industry 
m this country. Tlicy know that somewhere, by 
somebody, the development of industry is being 
controlled. 

I do not say this with the slightest desire to 
create anv prejudice against wealth; on the con- 
trary, 1 should be ashamed of myself if I excited 


class feeling of any kind. But I do mean to sug- 
gest this. That the wealth of the country has, m 
recent years, come from particular sources; it has 
come from those sources whicli hate built up 
monopoly. Its point of view is a special point ot 
view. It is the jioint of view of those men xvho do 
not wish that the people should determine their 
own affairs, because they do not believe that the 
people's judgment is sound. They want to be com- 
missioned to take care of the United States and 
of the people of the Umred States, because tlicy 
believe that they, better than anybody else, under- 
stand the interests of the United States. 1 do not 
challenge their cliaractcr, I challenge their point 
of view. We cannot afford to be governed as x\c 
have been governed in the last generation, by men 
who occupy so narrow, so prejudiced, so limited 
a point of view. 

The government of our country cannot be 
lodged in any special class. Tlic policy of a great 
nation cannot be tied up with any particular set 
of interests. I wane to say, again and again, tliat 
my arguments do not touch the character of the 
men to wliom 1 am opposed. 1 believe that the 
very wealthy men wlio liavc got their money by 
certain kinds of corporate enterprise have closed 
in tlieir liorizon, and that they do not see and do 
not understand the rank and file of the people. It 
is for tliat reason tliat 1 wane to break up the little 
coterie that has determined what the government 
of tlic nation sliould do. . . . 

I believe, as I believe in nothing else, in the 
average mtegnty and the average intelligence of 
the American people, and I do not believe that 
die Intelligence of America can be put into com- 
mission anywhere. 1 do not believe that tlicrc is 
am' group of men of any kind to wliom u'c can 
afford to give that kind of trusteeship. 

1 will not live under trustees if 1 can help it. No 
group of men less than the majority has a right to 
tell me how I have got to live in America. I will 
submit to die maionc)’, because 1 have been trained 
to do It, — though I may sometimes have my pri- 
vate opinion cx'cn of the majority. 1 do not care 
how wise, how patriotic, the trustees may be, I 
have never heard of any group of men in whose 
hands 1 am willing to lodge the liberties of Amer- 
ica in trust. 

If any part of our people want to be wards, if 
they want to have guardians put over them, if they 
xvant to be taken care of, if they want to be chil- 
dren, patronized by the government, why, 1 am 
sorry, because it will sap the manhood of America. 
But I don't believe they do. I believe they want 
to stand on the firm foundation of Jaw and riglit 
and take care of themselves. I, for my part, don't 
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want to belong to a nation, I believe that I do not 
belong to a nation, that needs to be taken care of 
by gnardians. 1 want to belong to a nation, and 1 
am ptood that I do belong to a nation, that knows 
how to take care of itself If I thought that the 
American people were reckless, were ignorant, 
were vindictive, 1 might shrink from putting the 
government into their hands. But the beauty of 
democracy' is that when you are reckless you de- 
stroy your own established conditions of life, 
when you are vmdicnve, you wreak vengeance 
upon yourself, the whole stabibty of a democratic 
polity rests upon the fact that every mtercst is 
every man’s intcresn 

In a former generation, half a century ago, 
there were a great many men associated with the 
government whose patriotism we are not priv- 
ileged to deny nor to question, who mtended to 
serve the people, but had become so saturated with 
the point of view of a govermng class that it was 
impossible for them to see America as the people 
of America themselves saw it. Then there arose 
that mteresting figure, the immortal figure of the 
great Lmcoln, who stood up declanng that the 
polmcians, the men who had governed this coun- 
try, did not see from the point of view of the 
people. When 1 think of that tall, gaunt figure 
rising in Illinois, I have a picture of a man free, 
uncntangled, unassociated with the governing in- 
fluences of the country, ready to see things with 
an open eye, to see them steaddy, to see them 
w hole, to see them as the men he nibbed shoulders 
with and associated with saw them. What the 
country needed m i860 was a leader who under- 
stood and represented the thought of the whole 
people, as contrasted with that of a class which 
imagined itself tlie guardian of the country's wel- 
fare. 

Now, likewTSe, the trouble with our present 

olitical condition is that we need some man who 

as not been associated with the governing classes 
and the governing mfluences of this country to 
Eund up and speak for us, w c need to hear a voice 
from the outside calling upon the Amencan peo- 
ple to assert again their rights and prerogatives m 
the possession of their own government. 

Do our masters of industry' speak m the spirit 
and mtercst even of those vvhom they employ? 
When men ask me what 1 think about the labor 
question and labormg men, I feel that I am bemg 
asked what 1 know about the vast majority of the 
people, and I feel as if I were being asked to sepa- 
rate myself, as belonging to a pamoilar class, from 
that great body of my fellow -otircns who sus- 
tain and conduCT the enterprises of the country’ 
Until w e get awav from that pomt of view it 
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wiH be impossible to have a free government. 

I have listened to some v ery honest and eloquent 
orators whose sentiments were noteworthy for 
this that when they spoke of the people, they were 
not thmkmg of themselves, they were thinkmg of 
somebody vvhom they were commissioned to take 
care of They w ere always planning to do things 
for the American people, and 1 have seen them 
visibly shiver when it was suggested that they ar- 
range to have something done by the people for 
themselv es They said, “What do they know about 
n’” 1 alway’s feel like replymg, “What do you 
know about it? You know your own mtercst, but 
who has told you our interests, and what do you 
know about them?” For the busmess of every 
leader of gov emment is to hear what the nation is 
saying and to know what the nation is endurmg 
It IS not his busmess to judge for the nation, but to 
judge through the nation as its spokesman and 
voice 1 do not believe that this country could have 
safely allowed a contmuanon of the pohey of the 
men who have viewed affairs m any other bght. 

The hypothesis under which we haye been 
ruled 13 that of government through a board of 
trustees, through a selected number of the big busi- 
ness men of the country who know a lot that the 
rest of us do not know, and who take it for granted 
that our ignorance would wreck the prosperity of 
the country The idea of the Presidents we have 
recently had has been that they were Presidents of 
a Nanonal Board of Trustees That is not my idea. 
1 have been president of one board of trustees, and 
I do not care to have another on my hands. I want 
to be President of the people of the United States 
There was many a time when I was president of 
the board of trustees of a tmiversity when the 
undergraduates knew more than the trustees did, 
and It has been m my thought ever since that if 1 
could have dealt directly with the people who 
constituted Pnneeton Umversity I could have car- 
ried It forward much faster thim I could dealmg 
with a board of trustees. . 

I tell j'ou the men I am mteretted in are the 
men who, under the conditions we have had, never 
had them voices heard, who never got a line m 
the newspapers, who never got a moment on the 
platform, who never had access to the ears of Gov- 
ernors or Presidents or of anybody who was re- 
sponsible for the conduct of pubbe aflfairs, but 
who went silently and patiently to their work 
every day carrymg the burden of the world How 
are they to be understood by the masters of fi- 
nance, if only the masters of finance are consulted? 

That IS what I mean when I say, “Brmg the 
government back to the people” 1 do not mean 
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anycliing demagogic, I do not mean to talk as if 
we wanted a great mass of men to rush m and 
destroy sometliing. Tliat is not the idea. 1 want the 
people to come in and take possession of their 
own premises, for I hold that the government be- 
longs to the people, and that they have a right to 
that intimate access to it which will determine 
every turn of its policy. 

America is never going to submit to guardian- 
ship. America is never going to choose thralldom 
instead of freedom. Look what there is to decide' 
Tlicrc is the tariff question. Can the tariff ques- 
tion be decided in favor of the people, so long as 
the monopolies are the chief counselors at Wash- 
ington’ There is the currency question. Are we 
going to settle the currency question so long as the 
government listens only to the counsel of those 
who command the banking situation? 

Then there is the question of conservation. 
What is our fear about conservation? The hands 
that arc being stretched out to monopolize our 
forests, to prevent or pre-empt the use of our 
great power-producing screams, die hands that are 


being stretched into the bowels of the earth to take 
possession of the great riches that lie hidden w 
Alaska and elsewhere in the incomparable domain 
of the United States, arc the hands of monopoly. 
Arc these men to continue to stand at the elbow 
of government and tell us how we arc to save our- 
sehes, — from themselves’ You cannot settle the 
question of conservadon while monopoly is dose 
to the cars of those who govern. And the ques- 
tion of conservation is a great deal bigger than 
the question of saving our forests and our mineral 
resources and our waters; it is as big as the life 
and happiness and strength and elasticity and hope 
of our people. 

There are tasks awaiting the government of the 
United States which it cannot perform until everj’ 
pulse of that government beats in unison with the 
needs and the desires of the whole body of die 
American people. Shall we not give the people ac- 
cess of synipathy, access of authority, to die in- 
strumentalities which are to be indispensable to 
their lives? 


THE NATIONAL MONETARY COMMISSION 


The defects of the National Banking Act of 
1S64 had been evident at every banking crisis 
from 1873 to 1907. But popular interest in 
financial reform had centered in efforts to se- 
cure cheaper money rather than in plans for 
revising the nation's banking and currency 
system. The panic of 1907, occurrmg after 
the United States had adopted the gold stand- 
ard, prompted legislative measures to create a 
currency more responsive to business needs 
than that created by the National Banking 
Act. Those measures provided only for tem- 
porary emergency issues, however; further 
action was postponed until the National 
Monetary Commission should make its final 
report. 

The Commission was duly appointed. It in- 
quired into the banking systems of the princi- 
pal nations of the world as well as into the 
shortcomings of the American scheme. In 
1910, after considerable criticism of its de- 
lays, the Commission summarized the defects 
of the National Banking system as a guide to 
future legislation. For, even as supplemented 


by the new emergency measures, the present 
system was inadequate. 

So far, general agreement prevailed, but the 
law suggested by Senator Nelson W. Aldrich 
(1841-1915) of Rhode Island, who had been 
instrumental in establishing the Commission, 
won less acceptance. The Aldrich bill pro- 
vided for a central bank, in the form of a re- 
serve association controlled by the larger 
banks, which w'as to have no formal public 
representation beyond the Secretaries of Ag- 
riculture, Commerce and Labor, and the 
Treasury scnnng ex officio. In addition to is- 
suing banknotes against a gold reserve of 33’/^ 
percent, this central bank was to rediscount 
commercial paper, provide a more clastic cur- 
rency, and make use of the government funds 
now kept idle m the subtreasuries. The Al- 
drich bill’s conservative sponsorship and the 
predominance of banker control in its provi- 
sions were not likely to win support in the 
insurgent year 1910. When the Wilson admin- 
istration undertook to fulfill campaign pledges 
for banking reform, it proceeded from dif- 
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fcrcnt premises and reached a markcdl)’’ dif- 
ferent end, though it did make use of some of 
the technical features of the Aldnch bill 
The selection here reprinted is from the 
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fubheattom of the Nanonal Monetary Com- 
mission (Washington, 1910) and appeared 
originally as Senate Document No 243, did 
Congress, id Session 


Defects of the Nattoml Banking System 

BY THE NATIONAL MONETARY COMMISSION 


. . . The act of May 30, 1908, providing for the 
appointment of the National Monetary' Commis- 
sion was a direct consequence of the pamc of 
1907 We shall not attempt to recount the severe 
losses and misfortunes suffered by the American 
people of all classes as the result of this and sundar 
crises To seek for means to prevent the recur- 
rence or to mitigate the seventy of grave disasters 
of this character was, how ever, one of the primary 
OSes of Its creation 

e have made a thorough study of the defects 
of our banking system, which were largely re- 
sponsible for these disasters and have sought to 
provnde cffecuve remedies for these and other de- 
fects, In the legislauon we propose. 

The principal defects m our bankmg sy'stem wa 
believe mav be summarized as follows 

j We have no provision for the concentraOon 
of the cash reserves of the banks and for their 
mobilization and use wherever needed m omes of 
trouble. Experience has shown that the scattered 
cash reserves of our banks are inadequate for pur- 
poses of assistance or defense at such times 

I, Antiquated Federal and State laws restnet the 
use of bank reserve, and prohibit the lending 
power of banks at tunes when, in the presence of 
unusual demands, reserves should be freely used 
and credit liberally extended to all deserving cus- 
tomers. 

3. Our banks also lack adequate means available 
for use at any time to replenish their reserves or 
increase their loaning powers when necessary to 
meet normal or unusual demands. 

4. Of our vanous forms of currency the bank- 
note issue IS the only one which we might expect 
to respond to the chanmng needs of busmess by 
automatic expansion and contraction, but this issue 
IS depnved of all such qualities by the fact that its 
volume IS largely dependent upon the amount and 
price of United States bonds. 

S We lack means to insure such effective co- 
operation on the part of banks as is neeessarv' to 
protect their own and the public interests m times 
of stress or crisis. There is no cooperation of any 
Lmd among banks outside the clearing-house 
cities. WbDe cleanng-housc orgamzaaons of banks 


have been able to render valuable services within 
a limited sphere for local commumnes, the lack 
of means to secure the r cooperation or affiliaaon 
m broader fields makes it impossible to use these 
or similar local agencies to prevent pames or avert 
calamitous disturbances aftecong the country at 
large These organizations have, m fact, never been 
able to prevent the suspension of cash payments 
by financial mstitutions m their own localities m 
cases of emergency 

6. We have no effective agency covenn^ the 
entire country which affords necessary facilities 
for makmg domestic exchanges between different 
localities and secoons, or which can prevent dis- 
astrous disruption of all such exchanges m tunes 
of senous trouble. 

7 We have no instrumentality that can deal 
effectively with the broad questions which, from 
an international standpoint, affect the credit and 
sums of the United Sutes as one of the great 
finanaal powen of the world In tunes of threat- 
ened trouble or of actual panic these questions, 
which involve the course of foreign e.xchange and 
the mtemational movements of gold, are even 
more unporunt to us from a natior^ than from an 
mtemational standpomt. 

8 The lack of commercial paper of an estab- 
lished standard, issued for agricultural, mdustnal, 
and commercial purposes, available for mvest- 
ments by banks, leads to an unhealthy congestion 
of loanable funds in great centers and hmders the 
development of the productive forces of the coun- 

9 The narrow character of onr discount mar- 
ket, with Its lunited range of safe and profiuble 
mvestments for banks, results m sending the sur- 
plus money of all sections, m excess of reserves 
and local demands, to New York, where it 13 usu- 
ally loaned out on call on Stock Exchange secun- 
ctes, tending to promote dangerous speculation 
and inevitably leadmg to mjunous disturbances 
m reserves. This concentration of surplus money 
and available funds m New York imposes upon 
the managers of the banks of that city the vast 
responsibilities which are inherent m the control 
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of a large proportion of the banking resources of 
the count^)^ 

10. Tlie absence of a broad discount market in 
our sj'stem, taken together with the restrictive 
treatment of reserves, creates at tunes when serious 
financial disturbances arc anticipated a condition 
of dependence on the part of individual banlvS 
throughout the country, and at die same tmic 
places the farmers and others engaged m produc- 
tive industries at a great disadvantage in securing 
the credit they reouirc for the growth, retenuon, 
and distribution of their products. 

1 1. Tlicrc IS a marked lack of equality m credit 
facilities benveen different sccdons of the coun- 
trj', reflected in less favored communities, in re- 
tarded development, and great disparity in rates 
of discount. 

12. Our system lacks an agency whose influence 
can be made effective in sccurmg greater uni- 
formity, steadiness, and reasonableness of rates of 
discount in all parts of the country. 

13. We have no effective agency that can surely 
provide adequate banking facilities for different 
regions prompdy and on reasonable terms to meet 
the ordinary or unusual demands for credit or cur- 
rency necessary for moving crops or for other 
legitimate purposes 

14. We nave no power to enforce the adoption 
of uniform standards witli regard to capital, re- 
serves, examinations, and the character and pub- 
licity of reports of all banks in the different sec- 
tions of the country. 

15. We have no American banking institutions 
in foreign countries. The organizatiori of such 
banlcs is necessary for the development of our 
foreign trade. 

16. The provision that national banks shall not 
make loans upon real estate restricts their power 
to sen'e farmers and other borrowers in rural 
communities. 

17. The provision of law under which the Gov- 
ernment acts as custodian of its own funds results 
in irregular withdrawals of money from circula- 
tion and bank reserves in periods of excessive 
Government revenues, and in the return of these 
funds into circulation only in periods of deficient 
revenues. Recent efforts to modify the Independ- 
ent Treasuiy' system by a panial distribuDon of 
the public moneys among national banks have re- 
sulted, it is charged, in discrimination and favor- 
itism in the treatment of different banks. 

Tliere is a general agreement among intelligent 
students of the subject that to remedy these and 
other defects it is necessary to provide a compre- 
hensive reorganization of credit and a thorough 
reconstruction of our banking sj'stcms and meth- 


ods, We submit herewith our recommendation 
prox'iding for such reorganization in the form of 
a bill which, if enacted into law, will, we beheic, 
accomplish these results. 

It IS proposed to incorporate the National Re- 
serve Association of the United States with an 
authorized capital equal to 20 per cent of the cap- 
ital of all subscribing banks, of which one-half 
shall be paid in and the remainder shall become a 
liabilicj', subject to call under the provisions of 
section 3 of the bill. It is also provided that before 
the reserve association can commence business 
$100,000,000 of capital must be paid in cash. All 
State banks and trust companies conforming to the 
provisions of the bill with reference to capitaliza- 
tion and reserves and all National banl,s are en- 
titled to subscribe for stock and to become mem- 
bers of the association. Shares m the associanon arc 
not transferable and can not be owned otherwise 
than by a subscribing bank or in any other than 
the proponion named 

It IS proposed to group into local associations 
all subscribing banks located in contiguous terri- 
tor)'. The local associations arc to be organized 
into district associations, in each of which shall be 
located a branch of the National Reserve Asso- 
ciation; and the district associations, which shall 
be so arranged as to include all the territory of the 
United States, arc combined to form the National 
Reserve Association of the United States 

These several associations arc analogous in their 
organization to our political divisions, into coun- 
ties, States, and the United States Each has dis- 
tinctive functions quite unlike in their character 
and each has representative self-government. In 
the local association the individual bank is the vot- 
ing unit. A majority of banks, without reference 
to their size or tlieir holdmgs of stock in the re- 
serve association, elect three-fifths of the direc- 
tors, and a majority in stock interest elect two- 
fifths. This method of electing directors is, wc 
believe, quite novel in corporate government. It 
IS more democratic in form, with more liberal rep- 
resentation to minorities than any mctliod in gen- 
eral use. 

One of the principal functions of the local asso- 
ciations is to guarantee, upon application, the com- 
mercial paper of individual banks which may be 
offered to the branches for rediscount, as provided 
in section 27 of tlic bill. The local association may, 
and in most cases would, require from the bank 
making the application satisfactory security for 
the guaranty. Local associations arc authorized in 
serious emergencies to guarantee the direct obliga- 
tions of subscnbmg banks with adequate security, 
in accordance with the provisions or section 28 of 
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the bilL A local association may dcclme to gne 
the guaranties provided for under either of these 
sections. Local associations mat also, by vote of 
three-fourths of their board of directors and the 
approval of the National Resen e Association, as- 
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some and e-tercise the potvers and functions of 
clearing houses. They are required also to perform 
such semces m facilitatuig domestic e.vchanges as, 
in the opinion of the National Reserve Associa- 
tion, the pubUc mterests may require. 


CARTER GLASS 


Cartf® Glass (1858-1946) of L'lrgima was 
the chairman of the House Banking and Cur- 
rcnc}' Committee vihen the Democrats took 
control after their tnumph m the elections of 
1910 He began to give close study to the 
problem of the reorganization of the nation’s 
banking sj’stcm — parallelmg the acaviaes of 
the National Monetary Commission — and by 
1913 had whipped mto shape a measure called 
the Currency Bill In his Adventure m Ctm- 
rtrucuve Fivmce (1927), Glass tells m detail 
the political background and fortunes of his 
bill as it moi cd through both Houses of Con- 
gress and was debated by the country It met 
with stubborn opposition from the banking 
commumrjq which was largely supportmg the 
Aldrich plan of a central bank controlled by 
the private banking houses themselves, and 
from the agrarians, who had not yet lost their 
zest for fiat money. The fact is, the Senate 
wrote a measure of its own and Glass needed 
all his skill as a political leader and parlia- 
mentarian to %nn out He pays tnbute to Wil- 
son, who came over to Glass's position, for 
Wilson’s personal influence had much to do 
w ith overcoming a threatened attack on 
the Glass bill by a coahoon of Republican 


and Democratic conservatives in the Senate 
On December 22, 1913, Glass presented be- 
fore the House the Conference report on the 
Currency bill In this speech, repnnted here. 
Glass details the structure of the Federal Re- 
serve System and defends the Conference Com- 
mittee report against the attacks of agranans 
and conservatives ahke. 

The Conference Committee report was 
passed by both Houses and the bill w'as signed 
by President Wilson on December 23, 1913 
It IS known not as the “Currency Bill" but the 
“Federal Reserve Act”, its tide declared its 
purpose to be- "An Act to provide for the 
establishment of Federal Reserve banks, to fur- 
nish an elastic currency, to afford means of 
rediscounting commercial paper, to establish 
a more effective supervision of banking in the 
United States, and for other purposes ” One 
of the great achievements of the Wilsonian 
New Freedom, the act created a banking 
mechanism that certainly was more sensitive 
to the country’s banking and currency re- 
quirements than had been true of the old Na- 
tional Bankmg System 
Glass’s speech is repnnted from the Con- 
gresnonal Record, December 22, 1913 


Speech on the Federal Reserve Act 

BY CARTER GLASS 


Mr. Glass. Mr. Speaker, on the i8th day of last 
September this House, bj a lote of 286 to 85, 
p^d HR 7837, known as the currcnct' bill 
T^e conferees on the part of the House to rccon- 
cite the differences w ith the Senate now have the 
pleaturc of reporting the bill back without one 
tingle fundamental alteranon of its structure . . 


FEDERAL RESERVE BOARD 

The Senate amendment eliminated from mem- 
bership on the Federal Reserve Board the Secretary 
of Agnculture and the Comptroller of the Cur- 
rency This acoon by the Senate reflected the de- 
liberate opmion of the Democratic Party caucus 
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and apparently represented the unanimous con- 
viction of the caucus and the Senate. The House 
conferees sigmfied a willmgness to yield with re- 
spect to the Sccrctar)' of Agriculture, but strenu- 
ously resisted the proposition to eliminate the 
Comptroller of the Currency. The conferees on 
the part of the Senate long persisted in the deter- 
mination not to permit this official to hold mem- 
bership on the Federal Reserv'e Board, but the 
House conferees, with equal perdnacity, insisted 
that the Comptroller of the Currency, already 
charged by law with the supervision and with a 
large power of control of the national banks of the 
country, was by virtue of his official duties pe- 
culiarly suited for membership on the board. The 
House conferees prevailed, so that the Federal 
Reserve Board will be composed of the Secretary 
of the Treasury, the Comptroller of the Currency, 
and five members to be appointed by the President 
for terms of 10 years each, instead of 6 years, as 
origmally provided m the House bill, and with 
salaries of $12,000 per annum, instead of Sjo,ooo 
per annum, as provided m the House bill. 

NUMBER OF B/tNEtS 

Concerning the number of regional reserve 
banks to be established, the House bill, as you 
know, provided that there should not be less than 
u, leaving subsequent increase in the number of 
banks to the judgment of the Federal Reserve 
Board. The Senate amended the bill in that par- 
ticular so as to provide that the number of banks 
should not be less than 8 nor more than 12. On that 
point the House conferees yielded. 

VOTING FOR DIRECTORS 

In this connection, the House bill provided 
that the directors of classes A and B of the regional 
reserve banks — the first class peculiarly represen- 
tative of the banking interest and the second class 
representative of the business commumt}'-— should 
be selected from approved lists to be supphed by 
the stockholdmg banks The Senate so amended 
this provision as to extend the field of choice, per- 
mitting the electors to vote for any individual m 
the regional reserve district. Regarding this as 
an utterly impracticable, if not mtermmable, proc- 
ess, the House conferees stood firm and the Sen- 
ate yielded. The House accepted the Senate mod- 
ification concerning a preferential ballot, so as to 
prevent the possibility of a tie vote for directors. 

QUALIFICATIONS or DIRECTORS 

Concerning the qualificanon of durectors of re- 
gional reserv'e bank^ the House bill provided that 
directors of class B could not be officers, directors. 


or employees of member banks The Senate so 
amended the provision as to prohibit stockholders 
of member banks from being directors of class B 
m the regional reserve banks, but on this pomt the 
Senate receded. 

CAPITALIZATION 

The House bill provided that the capital of the 
regional reserve banks should be in amount equal 
to 20 per cent, of the capital of member banks, 
one-haJf to be paid in, and the other half subject 
to call, being in the nature of a double liabilin’. 
The Senate so altered this provision as to provide 
that the aggregate capital of a regional resers'c 
bank should be in amount equal to 6 per cent, of 
the capital and surplus of member banks. The 
House provision was based upon the theory that 
a bank’s capital stock is less liable to variauon than 
Its surplus Nevenheless, the House yielded on this 
pomt, not regarding it as at all vital. Indeed, the 
aggregate capital under the one provision will be 
approximately the same as that provided by the 
other plan. , . . 

POWERS OF RESERVE BOARD 

The powers of the Federal Reserve Board were 
in some minor particulars and in one or nvo ma- 
terial aspects altered by the Senate amendment, 
notably where the House authorized the Federal 
Reserve Board to compel one Federal reserve bank 
to rediscount the discounted paper of another 
Federal reserve bank under certain restrictions. 
Such authority could only be ex'ercised m time of 
emergency and only by the affirmative action of 
five of the seven members of the Federal Resen’e 
Board. The Senate amendment swept away every 
one of the restrictions imposed by the House bill 
and vested the Federal Reserve ’.oard with plenary 
ower to order the rediscount at its pleasure and 
y a majority vote. The House conferees insisted 
upon a restoration of the requirement that at least 
five members of the Federal Reserve Board must 
concur m the proposed action. 

REDISCOUNTS 

In the matter of rediscount operations the only 
material change made by the Senate amendment 
to the House bill relates to the time limit of cer- 
tain agncultural credits This, you will recall, was 
an item of the bill which provoked considerable 
controvers)’ in the House Democratic caucus and 
in the House itself. In the judgment of some of us 
the difference is more apparent than real, and cer- 
tainly more political than economic. The House 
bill, keeping constantly in view the capital pin'- 
pose of establishing regional resen'e banks with 
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quick and liquid assets, promptly and certainly re* 
sponsive to the commercial, agncnltural, and in- 
dusmal requirements of the country, provided a 
90-day marunty for paper subject to discount, 
making no discrimination vhatsoever for or 
against the merchant, the manufacturer, or the 
farmer The Senate amendment, m the case of 
agricultural credits, extended the period of ma- 
tuniy^ to SIX months. The House having reversed 
Itself on this particular proposition and having in- 
structed the House conferees ro yield on the Sen- 
ate amendment, the conferees acquiesced . . 

RESERICS 

In dealmg with the reserve requmements, the 
Senate amendment to the House bill somewhat 
strengthened the reserve by advancmg the mm- 
imum requirement from 3315 ro 40 per cent, of 
gold or lawful money, prescribing a flat penalty of 
1 per cent, on all impairment of the reserve behind 
the notes between 40 per cent, and 31% Mr cent-, 
and authorizing the Federal Resene Board to 
assess a graduated tax of tMper cent per annum 
upon each percent, or ftaaion thereof that 
such rcsene falls below 31I4 per cent 

The rcsene requirement for mdividual banks 
was scry materially reduced by the Senate amend- 
ment, mdeed, it was loosened up to an alarming 
extent, making inflation dangerously probable. 
The &natc amendment did not requue a dollar 
of reserve to be kept in the vaults of individual 
banks, but made it possible for every dollar of the 
reserve to be kept in the regional reserve banks, 
thus frustratmg the purpose of the House to put 
a stop to the vicious practice of pyramidmg re- 
scn’cs under which the tendency to Inflation b 
alw ays possible and inx itmg The House conferees 
ad)ustcd this point of difference not entirely to 
their satisfaction, but vastly to the betterment of 
the provision, so that while the reserve require- 
ments as to mdnidual banks arc somewhat less ex- 
acting than they were In the House bill they are 
very much more exacting than the)' were m the 
Senate amendment to the House biU 

nosD BCFUNorso 

The Senate radically altered the bond provision 
of the Hoase bill The pnotal point of banking 
and currenev reform m this counm around which 
control ersv has raged for a quarter of a ccnturj' 
has been the rigid and inelastic nature of a cur- 
rents based on Goiemmcnt bonds. The demand 
of the banker, the textbook writer, the business 
man, and other currcnci experts has been for the 
abrogation of the bond-secured currency system 
and the gradual substitution therefor of a currency 
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based on commercial assets and immediately re- 
sponsive to busmess requirements. That has been 
tne universal contention of all persons who have a 
clear comprehension of the quesnon. It has been 
the declared pohey of the Democrauc Patty for 
)cars, rhe declaration having appeared m specific 
terms m rhree of its recent national platforms 
Nevertheless, the Senate m its wisdom radically 
altered that provision of the House bill so as to 
make an appreciable retirement of the bond- 
secured currency unlikely, if not impossible. The 
House conferees gained a measure of advantage 
by so modifying the Senate amendment as to make 
probable the retirement of at least $300,000,000 of 
the bond-secured currency withm a period of 20 
years, and the possible retirement of $500,000,000 
of that currency, to be superseded by elastic Fed- 
eral reserve currenc)', based upon a gold reserve 
and commercial assets, expandmg and contracting 
automatically with the business requirements of 
the country 

NO CHA&CB FOR EXCHANGE 

One of the most important provisions of the 
currency bill passed by this House was that which 
sought to put an end to the flagrant abuse mvolved 
in excessive charges by banks throughout the 
country for collections and exchanges The House 
bill provided that exchanges should be made at 
par and that charges for collections should not ex- 
ceed the actual cost to the banks. This item of the 
bill, as most of you remember, was bitterly con- 
troverted in the Democranc caucus, and also in 
the House Naturally thousands of banks deriving 
large profits from the practice of charging con- 
structive interest upon checks m transit and veiy 
arbitrary charges for collections and for exchanges 
exhibited great distaste to this provision of the bill 
The) vigorously protested to members against the 
inclusion of this prohibiDon, and thus me effort 
to remove this tax burden upon the business of the 
country' was contested with the utmost pertinacity 
However, those of us in the House who sought to 
tear down these tollgates upon the highways of 
commerce prevailed The fight was renewed in 
the Senate, and that body so modified the House 
provision as to leav e it solely within the discretion 
of the Federal Reserve Board to diminish or abol- 
ish the evil complained of, as it might please. The 
House conferees declined to yield on this point. 
They insisted upon such a modification of the 
Senate amendment as will exact exchanges at par 
and restrict charges for collecnons to the actual 
cost of such transactions to the banks. In brief, 
as the bill now is reported to the House the banks’ 
cannot make exchange and collection charges a 
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source of profit, they cannot any longer charge 
constructive interest, they cannot exact a tax for 
a theoretical transfer of funds from point to pomt 
when no transfer is actually made, but only an 
entrj' on the books. They can no longer harass the 
commerce of the country nor penalize the business 
men of the Nation by an unjust tax. . . . 

GOVER.SME.NT DEPOSITS 

In the matter of Government deposits the 
House bill required that the regional reserve banks 
should be constituted fiscal agents of the United 
States Government and required the Secretary of 
the Treasury to deposit all of the current funds 
of the Government m these banks, omitting, of 
course, the Treasury trust funds. The Senate so 
altered this provision of the House bill as to make 
it optional with the Secretary of the Treasury to 
so deposit the Government funds and to place it 
within the discretion of that official to constitute 
the regional reserve banks fiscal agents of the 
United States Government. I have been unable 
to get any clear percepnon of the reason for this 
alteration of the House bill further than that 1 a 
httle suspect that it was done for tactical purposes, 
perhaps to enable the Secretary of the Treasury 
to combat the schemes of intractable bankers, 
should there be such. The object of the framers of 
the House bill m making the provision mandatory 
instead of discretionary was to furmsh the re- 
gional reserve banks with the idle funds of the 
Government as a basis for active business trans- 
actions, and at the same time to correct the un- 
scientific and senseless process of withdrawing 
these funds from busmess channels and impound- 
ing them in the Treasury and sub-treasuries. It is 
scarcely thinkable that we shall ever have a Sec- 
retary of the Treasury who would not so e.xercise 
the discretion conferred upon him by the bill, as 
now reported, as to carry out the real purpose 
which the House had m view when it made this 
provision mandator}', hence, the House conferees 
reluctantly yielded the point about 3 o’clock this 
morning. . . . 

THE NOTE ISSUES 

The note provision of the House bill has been 
bitterly assailed, both in the other branch of Con- 
press and by certain men of large experience and 
influence in banking. The president of the largest 
banking instituuon m the Western Hemisphere 
\\cnt all over the country recently, charging that 
the Federal reserve notes provided by the House 
bill and by the Senate amendment to the House 
bill, substantially now reported from the confer- 


ence committee, constitute “fiat money.” This 
charge was vehemently echoed, without investi- 
gation or reflecuon, as I am obhged to believe, in 
the other branch of Congress. Kir. Speaker, the 
characterization is not only inaccurate, is not only 
untrue, is not only amazing, but is posiuvcly wan- 
ton. 

I have said in speeches elsewhere w'hat I shall 
now repeat here. There is not in this countiy' and 
there has never been m any country of the cisi- 
lized world a government issue or a bank-note 
issue comparable in security to the Federal rc- 
sen’e notes provided by the bill which you are 
now asked to enact into law. [Applause.] 

NOT AN ELEMENT OF FIATISM 

Fiat money! Why, sm, never since the w'orld 
began W'as there such a perversion of terms, and 
a month ago I stood before a brilhant audience of 
700 bankers and business men in New York Cit}’, 
and there challenged the president of the National 
City Bank to name a smgle le.vicographer on the 
face of the earth to whom he might appeal to jus- 
tify his characterization of these notes. I nvitted 
him w'lth the fact that not i per cent, of the intel- 
ligent bankers of America could be induced to 
agree with his defimnon of these notes, and asked 
him to name a single financial writer of the metro- 
politan press of his own town, to whom he might 
confidently appeal to justify his absurd charge. 
“Fiat money’ is an irredeemable paper money 
with no specie basis, with no gold reserve, but the 
value of which depends solely upon the ta.\ing 
power of the Government emitting it. This Fed- 
eral reserve note has 40 per cent, gold reserve be- 
hmd It, has 100 per cent, short-term, gilt-edge 
commercial paper behind it, which must pass the 
scrutmy, fir^ of the mdividual bank, next of the 
regional resen'e bank, and finally of the Federal 
Rcsen'e Board. In addition to this, it constitutes 
a first and paramount hen on ail the assets of the 
regional reserve bank, including the double liabil- 
ity of the member banks, and, superadded to this. 
It has behind it the taxing power, the credit, and 
the honor of a Nation of 95,000,000 of free people. 
There is not a semblance of fiatism about these 
notes, and at the very moment that Mr. Vander- 
lip, of the National Citv Bank of New York, was 
in Chicago recklessly characterizing these notes as 
“fiat” — meaning without sufficient securit}’ — Paul 
M. Warburg, perhaps the greatest intemarional 
banker m America, was here in Washington pro- 
testing to me that the security behind the notes 
was entirely too exacung' 

Mr. Vanderlip misses the mark a mile, while 
Mr. Warburg is not far from bemg right; but we 



AMERICAN 

liave thought it better to err on the side of pru- 
dence rather than incur the risks of msecurity. . . . 

AS TO INFIATIOV 

This bill, m Its House form, has likewise been 
subjected to the criticism of providmg a wide 
range of “inflation” On this pomt I have been 
more amused than exasperated, because the star- 
tling inconsistencies of the critics have been simply 
ludmrous. On the very day that Mr Forgan, a 
great banker, was asserting before the Senate com- 
mittee that the bill “immensely contracted com- 
meraal credits,” his fellow townsman, Mr Dawes, 
ejt-Comptrollcr of the Currency, was proclaiming 
out West that the bill “enormously inflated com- 
meraal credits.” Surely it could not do both things 
at the same time, nor w U1 it ever do either at any 
time. It inll afford a large expansion of credits, 
when needed, upon a perfectly sound basis and 
insure certam contraction of credits at the end of 
legitimate commeraal transacnons This was what 
It was designed to do, and without the power to 
do which die bill would be manifesdy deficient. 

This charge of “inflation,” like the cnaasm in 
regard to the “fiat” nature of the notes, was echoed 
m the Senate, and yet the bill came back from 
the Senate with the possibilities of mflation vastly 
increased Tlie only thmg done ui the other body 
to dimmish the possibilities of over-expansion 
was slightly to increase the gold reserve, but at 
the same time the bdl was so amended m the other 
body as to permit the banks to count the Federal 
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Asorunt import snt contribution of the New 
Freedom was the writing of the Federal Farm- 
Loan Act (1916) after long years of struggle 
on the part of agrarians to obtain long-term 
credit relief Throughout the eighties and 
nineties, and again just before World War I, 
farmer parties and organizations had clamored 
for fiat monc_\ or government warehouses (the 
subtrcasuiy scheme) to meet their credit re- 
quirements, but M ithout avail The Democratic 
Congresses under Wilson— in the face of the 
skepticism and frequently the hostilitj' of the 
countrj's mongage and life insurance com- 
panies— applied thcmselics to the difficult 
problem and after many years of labor finally 
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reserve notes as reserve, the reserve requirements 
were appreciably reduced, banks were accorded 
the dangerous pnvilege of unrestricted “accept- 
ances,” and other thmgs were done that made the 
hiU, for the first time, amenable to the charge that 
It provided “inflation." 

But the House conferees insisted upon a restora- 
tion of safeguards. As the bill now stands we have 
provided against mflaDon in almost every con- 
ceivable way — by the requirement of a substan- 
tia! gold reserve, by the requirement of a sec- 
ondary reserve of short-time commercial paper, 
by restrictmg the power of the reserve board to 
issue notes except upon application from the 
banks, by the mterposmon of banking instmct and 
expenence applied m a threefold degree — that is 
to say, bankmg discreooa is applied m the ong- 
ina! discount operanon of the mdividual bank, 
banking discrenon is applied m the rediscount 
operation of the remonat reserve bank, bankmg 
discretion is applied when the Federal Reserve 
Board passes upon the appheanon of the regional 
reserve bank for addiuonal currency Thus infla- 
tion IS held in check, first, by the limited supply of 
gold, second, by the limited amount of short-time 
commeraal paper, thu’d, by the banking discre- 
tion of the individual bank, fourth, by me bank- 
mg discretion of the regional reserve bank, fifth, 
by the banking discretion of the Federal Reserve 
Board, with a broad view of conditions not in a 
smgle district, but throughout the enure coun- 
try .. . 


BULKLEY 

produced the Federal Farm-Loan Act. It con- 
sotutes a landmark m the history of American 
agricultural legislation 
Robert J Bulklcy (1880- ), Congress- 

man from Ohio, was one of the leaders in 
drawing up the bill and steenng it through 
the House. In this amcle, tvhich appeared m 
The Journal of Political Economy m Fcbni- 
’ty. > 9 > 7 . tells the history of the bill and 
desenbes its outstanding provisions Two sets 
of msutuuons were provided cooperauvely 
owned farm-loan associaaons and jomt-stock 
land banks, and a new’ government agency, the 
Farm-Loan Board, which was to supervise the 
entire S)’stcm. 
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The Federal Farm-Loan Act 

BY ROBERT J. BULKLEY 


Tni: Amehican farmer has liad a harder umc to 
get credit and lias had to pay more interest on his 
loans than the American business man or the Eu- 
ropean farmer. This is not altogether due to his 
inability to give good security, nor to any doubt 
about his ultimate ability to pay his debts, but is 
principally because he has wanted the use of 
money for longer periods than the commercial 
banks like to lend it and because rural credits have 
not been organized in such a way as to suit the 
convenience of the long-time investor, or to pro- 
vide adequately for the safety of his investment. 
Tins condition has been recognized for several 
years and diligent efforts have been made to pro- 
vide a remedy. 

1 

Conditions arc unsatisfactory in respect to both 
land-mortgage long-term and personal short-term 
credit, but the former is generally conceded to be 
the more fundamental and important problem. 
Notwithstanding all difficulties, the farmer has 
succeeded m getting a good deal of money on 
mortgage security. The total is estimated at more 
than 3 % billion dollars. Much of this amount is 
loaned at reasonable rates, but in many sections in- 
terest IS unreasonably and unnecessarily high, and, 
for the most part, the loans arc made for relatively 
short terms — three to five years. . . . 

Very little of the farm-mortgage business is 
done on the amonization plan, and some of the 
institutions operating on that plan compel the re- 
payment of principal in rather too short a time. 
As the amortization-plan business is an msignifi- 
cant part of the whole, renewals arc necessarily 
frequent, with the attendant commission charges 
and other costs. It is obvious that notwithstanding 
the fact that large amounts arc already loaned on 
farm mortgages and that many eases can be cited 
in which the interest charges arc not unreasonable, 
there IS nevertheless a big national problem to be 
solved m improving and extending agricultural 
land mortgage credit. 

It is a problem in which the nation is even more 
vitally interested than the farmer himself, for 
availability of funds at reasonable rates is en- 
couragement to the farmer to improve his lands 
and so increase his yield of foods. The farmer’s 
temptation to “rob the soil” which might be an- 
other’s after the old-fasluoncd three-year or five- 
year mortgage should fall due does not exist under 
the long-term, non-callablc, amortization-plan 


mortgage which gives the farmer a satisfactorj’ 
sense of permanence in his land ownership and 
makes him the most interested and diligent con- 
servator of his soil. Such a change m attitude in- 
terests and benefits us all, for it is certain to in- 
crease our national agricultural productiveness. 

But improvement or farm lands and increase of ' 
food supply arc not the only important changes 
which may be brought about by improved rural 
credits. We may also expect that better credit 
facilities will increase the number of independent 
home-owners working their own lands and reduce 
the number, or at least reduce the proportion, of 
tenants laboring on the lands of absentee land- 
lords This would surely represent an advance, for 
in tliis country of ours there is already enough 
absentee landlordism on the farm to give us very 
serious cause for apprehension. We may hope, too, 
that improvement in rural credits will tend notice- 
ably to check the drift of population to great cities, 
which, it is generally recognized, has gone too far 
for the good of the country. . . . 

In the spring of 1913 a commission of seven 
members appointed by the President traveled 
through Europe co-operating with a commission 
made up of members appointed by governors of 
the several states and some of the Canadian prov- 
inces, to study agricultural-credit conditions m 
the Old World. This commission concluded from 
a study of European experience that long-term 
l.ind-mortgagc credit presents a problem so dis- 
tinct from that of short-term personal credit that 
the two forms of credit cannot well be handled 
by the same bank or system of banks. The com- 
mission believed that the consideration of short- 
term personal credit should be deferred until after 
a land-mortgage system had been cstablislied, be- 
cause the principles to be applied to the establish- 
ment of land-mortgage credit involve a more rad- 
ical departure from existing practice in the United 
States and because it must remain uncertain to 
what extent existing institutions can cope with 
short-term agricultural credits until we shall have 
had the opportunity to observe the effect of the 
Federal Reserve act and an adequate land-mort- 
gage system, both of which should have a dis- 
tinctly helpful effect on agricultural short-term 
credits. 

The commission appointed by the President em- 
bodied its recommendations for the establishment 
of an agricultural land-mortgage system in a spe- 
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cific bni, which uas introduced simultaneously in 
the Senate by Senator Fletcher of Flonda and m 
the House of Representatives b\ Representaove 
Moss of Indiana m January’, 1914- ^ This bill 

v.as generally condemned by farmers organiza- 
tions because it was belicied that under the con- 
ditions prescribed jomt-stock banVs would be or- 
ganized rather than co-opcrati\e banks and that 
the bill \v2S on the whole rather a bankers’ than 
a farmers’ measure . 

. In January, 1910, the loint committee made 
Its land-mortgage report to Congress, and submit- 
ted a bill to create an agncultural land-mortgage 
ij'stcm, the bill being introduced simultancousTy 
m the Senate by Senator Hollis and in the House 
by Mr Moss- 

This bill was debated and passed by both Houses 
with some amendments, but m all essentials it 
passed as reported by the joint committee. It is 
worth W’hilc to recall how nearly unanimously 
this measure svas passed It passed the Senate on 
May 4 by 57 to and the House on May 15 by 
195 to 10 TTie conference report was adopted m 
the House by jn to 11 and in the Senate without 
objection. The act was approved by the President 
and became a law on July 17, 1916 

HI 

Those who were charged w'lth framing agn- 
culmral land-mortgace legislation w'cre con- 
fronted with the problem of making a national 
sj'stcm to apply to lands under many state sov- 
crcimtics and under greatly \an'mg condiuons 
of climate, $ 03 , crops, character of ownership, and 
methods of culuvanon, they were confronted on 
the one hand with the Amcncan farmer’s indi- 
vidualism and lack of co-opcmtivc experience, and 
on the other hand wnth hl$ distrust of a system 
operated b) bankers for banking profits, they were 
called upon to devise a system of land appraisal 
liberal enough to satisfy the borrower, j'ct care- 
ful enough to satufy the mvestor m land-mortgage 
bonds, and to devise 3 s)’stcm of management effi- 
cient m operation yet without the pajmient of 
large salaries or commissions, they w'crc called 
upon to reduce interest on farm mortgages with- 
out unduly enhancing values of farm lands, they 
had to csrablisli lon^-tcrm loans in a country' m 
w hich the amonization ly-stcm w as practically un- 
known, and they had to reconcile w idely divergent 
\ lew 5 as to the p^cr function of the gov cmmcnt 
in the premises. There should be no surprise that 
the act as passed comprises 35 sections and covers 
J5 large pages. . 

In presenting the bdl to the Senate last Apnl 
Senator Hollis said ’‘The plan has been cnticizcd 
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because it is cumbersome and compbeated and be- 
cause the bill IS long But the bill is not really 
long It IS as long as it is m order to make the oper- 
auoo simple and certain. It is not cumbersome 
There could not be anyudimg simpler than this 
bill *’ This is substantially true Yet the act con- 
tains nearly sixteen thousand words. A rtatal of 
all of Its provisions would be tedious, and, unless 
special stress were laid on the vital points, it would 
tend only to confuse For the present purpose the 
important thmgs mav be convcmently emphasized 
by the entire omission of mmor det^ and tech- 
lucalmes. To get in a few words the essence of 
what is in the law, we may cum to the dcscripaon 
of It that Senator Hollis gave to the Senate when 
he presented his bill 

The pending rural-credits bill provides for a Farm- 
Loan Board which shall have general control over the 
system, twelve or more land wnki which make loans 
on mortgage to the farmer, and many farmdoan asso- 
cnoom wmeh represent the farmers in their dealings 
with the land banla 

The Farm-Loan Board a non-partisan, consisting of 
four members, m addmon to the Secretory of the 
Treasury 

Each land bank must have a capital of at least 
$500/100^ If the public does not subscribe the enure 
amount, the covemment wDl take the balance. 

The farm-fcan assoaations are purely co-operanve, 
made up entirely of borrowing farmers. Ten or more 
farmers may apply to the land bank of the district for 
a charter Every farmer who wishes to borrow must 
become a member of the loan association, taking stock 
to the amount of 5 per cent of the face of ho loan The 
loan association takes out an equal amount of stock in 
the land bank, forwarding the mon^ at once to the 
land bank. The land bank sends an official appraiser to 
examine the land, and, if the loan is made, forwards the 
funds to the farmer through the loan association 

When the land bank has mortgages on hand to the 
amount of $50,000, it may issue a like amount of farm- 
loan bonds on the security of the mortgages as collat- 
eral. The land bank a limited m its issue of bonds to 
so rimes its capital and surplus. But os each borrower 
puts op 5 per cent of his loan m cash for capital stock, 
the issuing power of the land bank mcrcascs automat- 
Ic^’ 

The loan associarions arc purely co-operative and 
may be of limited (double) Itabdity or unlimited lia- 
All mortgages taken by the land bank from the 
members of a loan assocuiion art indorsed by h. The 
mortgages from the n\o classes of associarions are kept 
scpaiarc, and bonds issued on the unlimited lubilitv 
mortgages should sell on a better basis than the others 

Farm-loan bonds issued by any land bank arc guar- 

'“nib u'u omended. The act provides a mintmom cap- 
ita! of $75ow ^ 

-The "unlimited lability” prmision was eliminated bv 
amendment, ^ 
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antccd by all the other land banks, so that they hate a 
broad insurance 

Etcry farm-loan bond is secured as follows 

1. By the capital, resertes, and earnings of die land 
bank Mhich issues it. 

2. By the capital, reserves, and earnings of the 11 
other land banks 

3 By die collective security of all the mortgages m 
its division (limited or unlimited) of the land bank, 
the mortgages pledged being at least equal in amount 
to die outstanding bonds. 

Every mongage pledged as collateral is secured as 
follows 

I. By the personal undertaking of the borrower. 

2 By the security of die mortgaged land, in value at 
least double the amount of the loan 

3. By the capital, reserves, and earnings of the local 
association indorsing the loan 

4. By the individual liabibty of the members of the 
indorsing associadon. 

It IS believed that these bonds wall be marketed at 
par on a 4 per cent basis The maximum charge for ex- 
penses and profits of the sj’stem is 1 per cent on the 
face of outstanding mortgages, so that the farmer 
should get his money at 5 per cent. All the profits go 
to the loan associauons in dividends and thus to the 
borrowers who are the shareholders in the local asso- 
ciations 

Loans to farmers arc on long term, and may be as 
long as thirty-six “ years They arc on the amortiza- 
tion plan, so that vv ith each mtercst payment the bor- 
rower will pay in a small amount on nis principal If 
he pajs in i per cent of the principal yearly, he will 
pav out m thuty-six years 

Loans must be on first mortgage and may not exceed 
so per cent of the appraised value of the land. The loan 
committee and the board of du-cctors first pass on the 
value of the land and the character of the farmer. Be- 
fore the land bank makes the loan its board of directors 
passes upon it and has the land appraised by a land- 
bank appraiser, who is a government officii In this 
way absolute safety is secured for each loan 

The interest of the members of the loan association 
is secured by their ownership of stock, and by their 
double or unlimited liability,* as the case may be. 
Most of the local work of mv cstigation, collecting pay- 
ments, and forwarding funds is done by them vv ithout 
expense. Their expenses will be very light. 

The mortgages and farm-loan bonds will be exempt 
from tawtion and the bonds will be a legal investment 
for trust funds. 

It IS believed that the sj’stcm of land banks outlmed 
affords a safe and attractive farm-land bond for the 
mvestmg pubbe; low interest rates, long-term mort- 
gages, and easy pajments for the farmers, low cost of 
administration, simpbcity of organization and opera- 
tion; adaptability to the needs of every section, and 

•Bill amended to provide for a maximum period of 
forty years. 

* The “unlimited liabibty” provision was eliminated by 
amendment. 


stimulation to the spint of generous co-operation 
among farmers 

The system thus described is founded on sound 
principles The mobdization of farm mortgages 
behind the several scries of farm-loan bonds and 
the mutual guaranties of the Federal Land Banks 
make possible the creation of a national sccurit}’ 
in which investment may be made wathout the 
risks attendant upon the possible mismanagement 
or failure of indiv'idual farmers or upon sectional 
crop failures or catastrophes. Ciertainly through a 
period of years most of our farmers will succeed 
in paying thetr debts, and through this well-organ- 
ized mobilization of mortgages will absorb the 
losses incident to individual failures, so that the 
investor will have a security’^ so safe that he can 
afford to accept a return representing only the 
actual v'alue of the use of the credit, without add- 
ing anything to compensate for the risk which 
has hitherto been mvolved in farm mortgages. 

The exemption of the mortgages and farm-loan 
bonds from taxation only avoids double or treble 
taxation, since the lands which are the real basis 
of value remain subject to taxation according to 
the laws of the several states The tax-exempnon 
feature makes the bonds a more desirable invest- 
ment and should substantially reduce the rate of 
interest demanded by the investor. 

Another valuable feature of this co-operative 
land-mortgage sj'stem is that it is so organized that 
it will be to the advantage of all who hav'e a voice 
in controlling it to reduce the interest rate to the 
farmer, all self-interest in raising rates has been 
eliminated. Quite properly whatever profits mav 
arise from the operation of the sy'stem will ulti- 
mately go back to the borrowers in the form of 
dividends upon the stock of the local associauons 
which they arc retjuired to jv^uchase. 

The amortization plan is established on abso- 
lutely sound principles. Amonization-plan loans 
cannot w el) be made by individual mvestors or by 
small institutions, since such lenders cannot use to 
advantage the small driblets of repayment on cap- 
ital account which come m from year to year over 
a long period. Amortization loans should be made 
by institutions of large size, so that the annual 
amortization payments vv'ill be in sufficient volume 
for efficient remvestment or for retiring obbga- 
tions of the loaning instituuon- The concentrauon 
of the bond-issuing power in the twelve land banks 
adequately covers this point, as each of the insntu- 
oons will undoubtedly have out enough loans so 
that the annual repayments on principal account 
will be considerable. 

The act very' wisely provides that the loans are 
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to be made through small local co-opcraQve asso- 
ciations. This gives the ss-stcm the benefit of the 
knouledge which the farming members have con- 
cemmg neighborhood land values and the per- 
sonal charartcr and abihty of the applicants for 
loans. We may be assured that this knowledge 
will be used to protect the banks against making 
quesoonable loans, since cverj' loan is guaranteed 
by the local assocutions and thus its ultunatc re- 
pavTnent is a matter of direct financial intetest to 
each and every member stockholder of the asso- 
ciation Of course the land banks and bondholders 
are stdl further protened by the close government 
supervision provided 

Co-operanon is relanvelv' new to the American 
farmer, and we often hear it said that he will not 
take kmdly to a system which forces his co-opera- 
tion wnth his neighbors and makes known to them 
the details of his land-mortgage operations. There 
IS no doubt some force m this, but the loan appb- 
cations already received bv the Federal Farm- 
Loan Board are abundantly suffiaent to insure 
the successful manguration of the system, and 
there is every reason to believe that the actual 
operation of the system wdl provide such an 
object-lesson m the henefits of farmen' co-opera- 
tion that the objections which have been sug- 
gested tv ill, as nme goes on, mote and more fade 
Into insignificance. In order to accelerate the farm- 
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ers’ education m the co-operaavc idea as well as 
the other features of the operation of the Farm- 
Loan act, the Fann-Loan Board is authorized from 
omc to time to prepare and distribute bulletins 
on the subject. With the help of this provision for 
propaganda the sound pnnciples underlymg the 
system should soon commend themselves to 
American farmers generally, and there is every 
reason to believe that the Parm-Loan act marks 
the beginning of a great and valuable co-operation 
among farmers hitherto unknown and believed to 
be impossible. 

The Farm-Loan act provides adequately for 
the mobilizaDon of farm-mortgage credit, it estab- 
lishes the amortization system of repayment, it 
provides adequately for care and conservatism 
coupled with real sympathy m the making of 
loans, and it provioes some safeguards against 
the undue use of the benefits of the system for 
land speculation. It has given ns a well-qualified 
and cfiicient Farm-Loan Board, and has com- 
mitted the government, without party division, to 
the great task of establishmg an adequate Amen- 
can agncnltural land-mortgage sy'stem. A great 
tefotm, agitated and labored vnth for years, has 
already be^ to bear fruit, and bids fair m the 
course of me next few years to fulfil most of the 
hopes that have been aroused by the discussion 
of It. . 





THE UNITED STATES AND 
THE WORLD 


SIR GEORGE PAISH 


Among the results of the panic of 1907 was 
the appointment of the National Monetary 
Commission to provide information for a legis- 
lative program of reform m the United States 
currency system. The Commission’s most im- 
portant activity was the publication of a series 
of monographs, among them Sir George 
Paish’s study of the Trade Balance of the 
United States. Sir George (1867- ), the 

distinguished English economist, who was a 
close stvident of American railway securities, 
discussed American foreign trade in its rela- 
tion to the nation’s specie reserve and cur- 
rency sj'stem. 

Of particular significance in Sir George’s 
analysis was the description of America’s posi- 
tion as a debtor nation. He pointed out that 
Britain was our chief creditor — having helped 
in the financing of many of the important rail- 
way systems of the United States— but that 
German, French, and other European invest- 
ments were quite hea\y. As offsets, and these 
were new developments, Americans were be- 
ginning to send capital out into the rest of the 
Western Hemisphere. On long-term and short- 


term operations, we owed $(5,500,000,000; 
others owed us $1,500,000,000, leaving a net 
unfavorable balance of $5,000,000,000, which 
required a net payment by the United States 
annually of $225,000,000 to other countries 
for interest and dividends. 

Ten years earlier, in 1900, an American, Na- 
thaniel Bacon, had sought to arrive at an esti- 
mate of American obligations to foreigners As 
of 1898, he calculated that British investments 
here totaled $2,500,000,000; Dutch $241,000,- 
000, German $200,000,000, Swiss $75,000,000, 
French $50,000,000; Belgian $20,000,000, and 
Russian $15,000,000. In all, the total came to 
somewhat less than $3,000,000,000. American 
overseas investments, on the other hand, were 
still slight. The net result was an annual pay- 
ment to foreigners of $90,000,000 for interest 
and dividends 

The selecuon here reprinted is from Sir 
George Paish, Trade Balance of the United 
States (Washington, 1910) and appeared as 
Senate Document No. 579, 61st Congress, 2d 
Session. 


Trade Balance of the United States 

BY SIR GEORGE PAISH 


VIII: Lending and Borrowing Countries 

Prior to dealing specially with the trade balance 
of the United States it may be useful to discuss 
briefly the effect upon trade balances of the more 
important countries of the world of exports and 
imports of capital and of the receipt and payment 
of interest thereon There is practically no coun- 
try which neither exports nor imports capital 
with the exception of Thibet. This type of coun- 


try may be left out of consideration. The chief 
countries which supply capital to other lands are 
Great Britain, Germany, France, Holland, Bel- 
gium, and Switzerland Of these countries. Great 
Britam is by far the most important lender. This 
country has about $15,000,000,000 of capital in- 
vested abroad and is adding to its colonial and for- 
eign investments at the rate of upwards of $500,- 
000,000 a year. Germany and France come next 
with investments of about $8,000,000,000 each. 
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The investments of Holland, Belgium, and Switz- 
erland are of much smaller amount, but are 
nevertheless considerable The imports of all these 
five countries largely exceed their exports m con- 
sctjucnce of the receipt of mterest and of tourist 
expenditures. In the case of Great Britain the ex- 
cess of imports over the exports is further largely 
increased by the earnings of British ships, the 
tonnage of which forms so large a portion of the 
worlds intcmaoonal shippmg facdities. The fleets 
of other countries are not much more than sufE- 
cient to tahe care of their own trade m the ag- 
gregate, indeed, m most cases they arc msuffiaent 
for this puipose, and the deficiency 13 made good 
by the British mercantile marine 
The pnncipal countnes whose exports exceed 
their imports in consequence of the large amount 
of mterest they have to pay on capital borrowed 
from otlier lands are the united States, the Aus- 
tralasian colomes of Great Britain, British India, 
Argentina, Brazil, and Mexico Several other 
countnes whose imports now exceed their exports 
will eventually come into this category At the 
present nme Canada's unports largely exceed her 
exports m consequence of the vast amount of cap- 
ital— about $:oo,ooo,ooo a year — which she is bor- 
rowing from other lands — almost entirely from 
Great Britain In the course of time the Canadian 
mdebtedness to other countnes and the exfiendi- 
tures of her tourists, etc„ will be so great that her 
exports will exceed her imports, although large 
amounts of capital will contmue to flow' into the 
countiX' each year Of course Canada will have no 
difficult)' in making these interest payments, hav- 
ing regard to the rapid growth in the annual 
amount of wealth created by means of the capital 
she 15 importing China, Japan, and Chile are other 
instances of borrovvmg countries whose imports 
exceed their exports in consequence of the inflow 
of large amounts of foreign capital 
Parenthetically. I w'ould ask the reader to note 
that in the case of the United States the excess 
of exports over miports arises only in part from 
pavment of interest on capital previously bor- 
rowed The excess of exports is m part due to the 
cxpcndimrcs of American v'lsitors to Europe, to 
Egv'pt, and elsewhere, m part to the remittance of 
monev bv Amencan citizens to friends in other 
lands, and m part to the pa)'mtnt for ocean trans- 
port of freight But at the moment 1 vv ish to refer 
more panicularlv to the effect upon trade bal- 
ances of the lending and borrowing of capital and 
of the receipt and payment of mterest thereon In 
this respect it should be noted that Great Britam 
IS by far the largest lender of capital, and that the 
United States has obtamed a greater amount of 


capital from other countnes than any other State, 
that m the case of Great Bntam the great balance 
of unports over exports is mainly due to the re- 
ceipt of mterest on capital mvested in other lands, 
and that m the case of the Umted States the ex- 
cess of exports over unports arises m large part 
from the pa)’ments of mterest upon capital bor- 
rowed from other countries. 

Great Bntam possesses about $3, 500, 000, '■ 
000 of Amencan sccunties To this sum has to be 
added the considerable amounts invested by the 
Contment. Large amounts of German, Dutch, and 
French capital are embarked in Amencan under- 
takings, prmcipaBy railways- A statement drawn 
Up m 190J at the instance of the French Mmister 
of Finance from reports supphed by French dip- 
lomatic agents and consuls m various parts of the 
world placed the total amount of French capital 
invested at that ome m the United States at 600,- 
000 x 300 franca, or $110,000,000, but this figure ap- 
pears to have been an underestimate. It is true that 
few issues of Amencan sccunties are pubhely 
quoted on the Pans Bourse, but relatively large 
amounts have been purchased pnvately by French 
mveston m London and in New York. The French 
investments m the United States, mcludmg the 
Pennsylvania Railroad and other loans placed m 
Pans smee 1901, amount to nearly 1,500,000,000 
francs, or $500,000,000 

Estimates of the amount of capital mvested by 
Germany m the Umted States were made in 1905 
by the German Admiralty and published in a 
work entitled "Die EntwicUung der Dtntschtn 
Scemteressen im letzten Jahrzehnt” These esD- 
mates placed the amount of German capital in 
the Umted States and Canada m 1904 at from 
1,500,000,000 marks to 3,000,000,000 marks, say, 
$625,000,000 to $750,000,000. Since 1904 consider- 
able additional sums of German capital have been 
invested m the Umted States German bankers 
place the amount of the German mvestments in 
Amencan Kcnnoes at about $1,000,000,000 The 
amount of Dutch capital in the United States Is 
about $7504)00,000 Amencan sccunties are also 
held m Belgium, Swrtzerland, and m other coun- 
tries. In the a^cgite the amount of European 
capital invested in ‘'pemianent” sccunties m the 
United Stares is approximately $6,000,000,000 

Beyond the fixed capital invested by Europe m 
the United States account has to be taken of the 
floating loans made by Europe to America. These 
floating loans arc mainly incurred m the spnng 
and summer months m anticipation of the produce 
shipments from the States m the fall months and 
they arc then largely liquidated. The amount of 
the floating debt of the Umted States to Europe 
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in the fom of produce bills, finance bills, loans 
against secundes, overdrafts, etc., averages about 
$400,000,000, reaching a larger sum in July and 
early August and falling to a much lower sum at 
the end of December. The rate of mterest paid 
upon this floating debt insofar as it consists of 
produce bills is a very low one, the rate of interest 
charged on this class of loan bemg less than that 
on any other kmd of security. 

’Including both the fixed mvestments and the 
floadng loans, the amount of capital borrowed by 
the United States from other countries is about 
$6,500,000,000, the annual interest charge upon 
which IS about $300,000,000. 

An offset to the large amount of capital mvested 
m the United States is the capital mvested by 
American atizens m other countries, more espe- 
cially in Mexico, Canada, m the South American 
States, m the Plulippmes, m Cuba, etc. It is true 
that a portion of the capital of these foreign under- 
takings m which American capital is invested has 
been provided by European mvestors, neverthe- 
less, as these corporations are American and the 
amounts invested m the Umted States by Europe 
include mvestments in these foreign compames. 
It IS necessary to place the mterest received from 
these foreign investments by American corpora- 
uons against the interest paid to Europe. Beyond 
the capital of public corporations which have been 
formed under state laws in America the capital 
invested privately by American citizens in other 
lands reaches to a considerable total. The amount 
of American capital invested m other lands m this 
manner both publicly and privately is probably 
$1,500,000,000, yieldmg an income of about $75,- 
000,000 a year. By deductmg the interest — ^$75,- 
000,000 — received upon American capital placed 
abroad from the mterest — $300,000,000 — which the 
Umted States pay upon capital supplied to them 
b)’ other lands, I arrive at a net pajunent of $115,- 
000,000 by the United States to other countries 
for mterest and dividends upon capital This sum 
the United States has to remit each year by ex- 
ports of produce 

XAHI Effect upon United States Trade Bal- 
ance OF Imports and Exports of Capital 

1 have already shown that European countries, 
especially Great Bntain, make large investments 
in the Umted States The inflow of this capital is 
more or less spasmodic. At times the amount m- 
vested in a single year reaches to large figures, at 
others there is practically no investment of new 
capital, while on rare occasions the Umted States 
pays back a portion of the capital previously bor- 
rowed These movements of capi^ into and out 
of the country' powerfully affect either the im- 


ports or the e.xports. In periods of capital inflow 
the imports of goods are sivollen, while exports 
are relatively hght. Capital can only be imported 
by one countr)' from another by the remittance 
of goods, hence the effect upon imports or upon 
e.xports of the import or repajunent of capital. 
Nevertheless, it is necessar)-^ to recollect that the 
obligations of the borrowing countnes to the 
lending countries is, after a period of years, much 
greater than is indicated by the amount of capital 
actually received by that countrjx Not infre- 
quently the undertakmgs in which foreign capital 
is invested use a large portion of their profits for 
betterments and for capital purposes, and do not 
distribute it m dividends. The retention of this 
profit for capital expenditure increases the indebt- 
edness of the borrowing countries, although no 
actual remittance of capital from one countrj' to 
the other has taken place. Undivided profits of 
one year become capital m the next. This practice 
of using profits for capital purposes is responsible 
for no inconsiderable portion of the capital m- 
vested by other countnes in the Umted States. 
Thus, if it were possible to ascertam the actual 
amount of capital that was remitted from other 
countries to the United States, the total would not 
nearly reach the amount of capital now belonging 
to other nations and employed by the Umted 
States The method of raising capim for railway 
companies in the past has lairgely contributed to 
securing for the United States a larger amount of 
capital than that which was directiy borrowed 
A great number of the railways of the countt}' 
raised their capital by selling bonds to Europe, and 
to place the bonds they issued a considerable 
amount of common stock for w’hich no additional 
pa}Tnent was ret^uired. By accumulating profits 
mstead of by dividmg them in dmdends, and by 
using those profits for capital purposes, the stock 
which w'as origmally issued as an inducement to 
investors to subscribe for bonds has been gradually 
paid up, and at the present time the railway com- 
panies possess actual assets to an extent equal to if 
not e.xceedmg the nominal amount of their bonds 
and stock. This latter method of borrow'ing capital 
does not appreciably affect either ex-ports or im- 
ports. If anything, it tends to check both the e.x- 
ports and the imports, as it means that the borrow- 
ing country has to remit a smaller amount to other 
lands for interest and has to receive a smaller 
amount of foreign produce for capital mvestmenL 
On the whole, however, the investment of capital 
through the accumulation of profits has veiy- little 
immediate effect either upon imports or upon die 
exports. Ultimately, of course, by increasmg the 
productive pow-er of the country and mcreasmg 
Its abflity to exchange produce for the goods of 
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other countries, it tends to increase both the ex- 
ports and the imports. Further, the payment of 
interest upon capital accumulated m this manner 
to Its owners in other lands increases the exports 
of produce but not the imports. 

The inflow of capital from other countnes is 
sometimes nearly $150,000,000 m a year and, on 
the other hand, the repayments hate reached to 
about $150,000,000 in a year The normal course of 
events, however, is for capital to flow into the 
United Sutes year after vear and for repayments 
to be made but very sclifom 

All through the earlier years of the last century 
up to the later seventies capital was sent mto the 
United States m considerable amounts, and this 
explains the reason for the large excess of unports 
over the exports m this period notwithstamhng the 
Increasing annual pa)'ments of interest to other 
lands and the considerable annual sums that even 
then were e.xpcnded for tourist outlays, remit- 
tances to fnends, and ocean freights. 

In the later sevenues a wave of distrust passed 
over Europe and for the moment mvestments of 
capital bx Europe m the Umted States came to 
an end This explains the reason for excesses of 
exports 01 er imports of $161,000,000 m 1878 and 
of $170,000,000 in 1879 m place of an excess of 
imports over exports of $116,000,000 m 1872 
These figures mclude the combined balances of 
merchandise and the precious metals. 

In the eighties capital was mvested very freehy 
in the United States by Europe, and notwithstand- 
ing the verv large amount of the annual interest 
and dividend obligations, e.xpenditurcs by tourists, 
and remittances to friends, the unports mto the 
United States agam exceeded the exports in 1B88 
by a sum of $40,000,000, a figure which reflected 
the ver)’ large inflow of capiul in that year 

The financial crisis which took place m July, 
1893, agam checked the imports of capital mto 
the countrv and the exports once more began to 
exceed the imports hv large sums annually The 
obligations of the United States to Europe were 
curtailed at this nnie by default of interest and 


absence of dividends upon large amounts of raQ- 
way stocks and bonds. Jr urthcTi the severe depres- 
Sion greatly diminished American tourist expendt- 
turcs in other lands and severely contracted the 
remittances to fnends. With the rccoverj^ m trade 
that took place m 1897 and 1898 mtercst payments 
were largely resumed and expenditures became 
freer Nevertheless the economy of the American 
people was so great that the excess of exports over 
imports rose to figures which enabled a consider- 
able amount of the capital previously mvested m 
the States to be repaid This is the explanation for 
an excess of $534,000,000 of exports over imports 
— merchandise, gold, and silver — ^m 1898, of an 
excess of $504,000,000 of exports over imports in 
1898-99, of $570,000,000 in 1899-1900, and of 
$680,000,000 ID 1900-1901 Tn these four years not 
oidy did the Umted States borrow no fresh capital 
from abroad, but it repaid considerable sums be- 
yond meetmg its interest obbganons, tourist ex- 
penditures, and making remittances to fnends. 

The great prospentj' of the country smee 1901 
has enabled the American people to resnme their 
normal me of expenditure, and m this penod they 
have again unported large amounts of capital from 
abroad I calculate that m the past year to June, 
1909, European countries mvested about $184,000,- 
000 in the country In this period the excess of 
merchandise exports over imports has been $351,- 
000,000, the excess of gold exports over unports 
has been $48,000,000, the excess of silver exports 
over imports has been $12,000,000, and the total 
excess of exports over imports has been $41 1,000,- 
000, whereas the sum needed to cover mtcrtst 
payments, tourist outlays, remittances to fnends, 
and freight charges has been about $595,000,000 
The difference between the two sums has been 
met by investments of capital by Europe m the 
Umted States Perhaps the situation will be more 
clearly realized if 1 set it out m tabular form. 

This balance of $1844x10,000 has been liquidated 
by permanent or temporary mvestments of capital 
by other countnes m the United States. 


Merchandise 
Exports — 
Domestic 
Foreign 
Total 
Imports 


Foreign trade of the XJmted States, tpoS-g 


.. $1,638,0004100 

. . 15,000,000 


. . . . $14563,0004100 

. 1,311,000,000 

Excess of merchandise exports over imports ... $1x1000000 

Gold » ' - 

Exports ... ....... $91,000,000 

Imports . 44,0004x10 

Excess of gold exports ov cr imports ~ 


$91,000,000 

44,0004100 


48,0004x10 
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Sliver: 

Exports $56,000,000 

Imports 44,000,000 

Excess of silver exports over imports 12,000,000 


Total excess of merchandise, gold, and silver e.x-ports over imports 


Remittances for interest, etc.: 


Interest $250,000,000 

Tourist expenditures 170,000,000 

Remittances to friends 150,000,000 

Freight 25,000,000 

Total remittances 


Excess of sum remitted for interest, tourists, to friends, and for freights over 
trade balance 


$411,000,000 


595.000. 000 

184.000. 000 


THEODORE ROOSEVELT 


In Feuuuary, 1904, xvithm three months of 
Theodore Roosevelt’s rccogmtion of the Re- 
public of Panama, his Secretary of State, Ehhu 
Root, undertook to justify that action not on 
grounds of national interest, but as an instance 
of ethical conduct between states. To reach 
that conclusion, Ehhu Root turned to the 
treaty of 1846, by which the Umted States 
guaranteed freedom of transit across the isth- 
mus of Panama. Had xvc then permitted Co- 
lombian troops to land and suppress the Panama 
Revolution last October, the ensuing struggle 
might have been prolonged to the point where 
such free traasit would be hindered. Since the 
United States stood charged xvith responsibiUty 
for maintaining free passage, it was necessary 
for it to recognize Panamanian independence if 
It meant to fulfill its international obligations. 

ITiough Theodore Roosevelt (1858-1919) 
had followed Root’s argument in his message to 
Congress of Januar)’’ 4, 1904, he spoke more 
forthrightly in his Outlook article seven years 
later. From first to last, said Roosevelt, he had 
acted in the interest of the United States and 
of the world’s commerce. We had been in the 
right when we demanded that Colombia ac- 
cept the Hay-Hcrran convention precisely as 
drafted, and xve had been in the right when we 
paid the New Panama Canal Company $40,- 
000,000. The Panama revolt was inevitable and 
the duty of the United States government com- 


pletely clear: the end justified the means of its 
attaimng and an American president must 
necessarily prefer the interests of the people 
of the United States to that of any group of 
bandits, “foreign or domestic.’’ 

But the background of American mterx'en- 
tion was not quite so simple. In 1894, a New 
Jersey corporation, the Panama Canal Company 
of America, was organized. It exchanged its 
securities for those of the New Panama Canal 
Company, which had taken over the rights of 
the De Lesseps organization on the latter’s 
failure to construct an isthmian canal. Soon 
after, the agents of the new company, William 
N. Cromwell of New York and Philippe 
Bunau-Varilla, representing French interests, 
began their effort to sell their rights to the 
United States before 1904, xvhen those rights 
would revert to the Colombian government. 

The first purpose of the canal company 
agents was to keep Congress from ordering the 
canal to be dug across Nicaragua. And here 
nature aided. Although a congressional com- 
mittee had recommended the Nicaragua route 
in 1901, volcanic eruptions on the island of 
Martinique, and even on the Nicaraguan main- 
land, produced a change in American opinion. 
The Spooner Act of 1902, therefore, provided 
that the canal be built across Panama if arrange- 
ments with Colombia could be concluded 
within a “reasonable time.” 
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The Hay-Hcmm pact bent ecn the United 
States and Colombia tvas drafted at the turn of 
1903, accordingly By its terms, the United 
States acquired nhat Colombia considered 
so\ creign rights over the canal stnp, and Co- 
lombia nas required to waive any claun to a 
share in the $40,000,000 set as the pnee the 
Umted States was prepared to pay for the 
nghts of the New Panama Canal Company 

The Colombian Congress delayed acnon on 
the pact Time went by, and one may infer 
amtictj’ among the agents of the canal com- 
pany. Then Colombia refused to ratify the 
Haj-Herran contention. To some Amcncans, 
including the President, Colombia was attempt- 
ing to levy blackmail on the Umted States to 
the sum n e seemed bound to pay for the canal 
company’s nghts Other Amencans, less clear- 
sighted perhaps, could not appreciate the dis- 
tinction licmeen $40,000,000 paid mto the 
treasurj' of a Laon Amencan semidictatorship 
and the same amount paid to a corporation 
whose control seemed obscure at the time and 
pros cd impossible to ascertain on m\ cstigauon 
later 

Rooseselt ssould not pay tribute to a Co- 
lombian Congress, howeter, nor would he 
obey the behest of his own legislature and ac- 
cept the longer — and possibly \olcamc — ^Nica- 
ragua route because of Colombia’s procrastina- 
tion Instead, he studied the case for the United 
States to eaercise a right of “eminent domain" 
oter the Isthmus and listened, noncommittally, 
to the protests of the canal-company agent, 
Bunau-Vanlla. 


During that summer of 1903, Cromwell and 
Bnnait-Vanlla w ere talking of a revolution to 
promote the secession of Panama from Co- 
lombia. Wth the admmistraaon’s insistence 
that Bogota ratify the Hay-Herran pact w ith- 
out modificaQon for evidence, the representa- 
tives of the canal company decided that the 
Umted States would not be bkely to permit 
Colombia to reduce a Panama rising by force. 
The likehhood of trouble on the Isthmus 
seemed so patent by iiud-October, 1903, that 
the Umted States ordered its navy to hold war- 
ships w’lthm strikmg distance. The Panama in- 
surgents did not move until November third 
On the fourth, Colombian troops w ere refused 
passage across the Isthmus Tw'o daj's later, 
Panama proclauned its independence and, 
within an hour, the United States recognized 
the revolutionists as a de facto government. 

The rest of the story is famihar enough 
Panama granted the Umted States jurisdiction 
over the ten-mile stnp w ithin w’hich the canal 
was to be bmlt, the canal company received 
Its $40,000,000, and work began on the canal 
In 1914, Wilson recommended that $25,000,000 
be paid to Colombia Senate Republicans led 
by Hent)' Cabot Lodge blocked the agree- 
ment. But w’hen a Repubhean once again oc- 
cupied the kVhite House, and Colombian pe- 
troleum deposits had become important, even 
I-odge did not protest against the pjTnent to 
Colombia By this nme, Roosevelt was no 
longer abve to defend himself 
TTie selection here repnnted is from the Out- 
look for October 7, 191 1. 


The Pimama Canal 

BY THEODORE ROOSE\’ELT 


How THE UviTED States .^cquibed the Ricarr to 
Die THE PASA.MA CaNAL 

No onir^ great work now being carried on 
throughout the world is of such far-reaching and 
lasting nnponance as the Panama CanaL Ncier 
licforc has a work of this kind on so colossal 3 scale 
been auempted. Ncser has onv work of the kmd 
of annhing approaching the iac, been done with 


such effidenc}', with such senons devoaon to the 
svell-being of the uinumerable workmen, and with 
a purpose at once so lofiy and so practical No 
three men m the sen ice of anj' Gos emment any- 
n here represent a higher, more dismtcrestcd, and 
more efBcicnt tvpe than the three men now at the 
head of this work— the Secretarj of War, Mr. 
&imson, Col Goethals, the man who is actually 
doing the digging, and Dr Gorgas, w ho has turned 
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onu of the festering pestholes of the world into 
what is almost a health resort. In eighteen months 
or so the canal will probably be in shape that will 
warrant sending small vessels through it to test 
its actual working. Under these circumstances, it 
is worth while to remember just how it was that 
America won for itself and the world the right to 
do a world job which had to be done by some one, 
and the doing of which by anyone else would have 
been not merely a bitter mortification but a genu- 
ine calamity to our people. 

On December 7, 1903, and again on January 4, 
1904, ns President of the United States, in mcs.sagcs 
to the two I louses of Congress, 1 set forth in full 
and in detail everv essential fact connected with 
the recognition 0/ the Republic of Panama, the 
nc^'otiation of a treaty with that Republic for 
building the Panama Canal, and the actions which 
led u|) to that negotiation — actions without which 
the canal could not have been built, and would not 
now have been even begun. Not one important 
fact was omitted, and no fact of any importance 
bearing upon the actions or negotiations of the 
representatives of the United States not there set 
forth has been, or ever will be, discovered, simply 
because there is none to discover. It must be a 
matter of pride to every honest American, proud 
of the good name of his country, that the acquisi- 
tion of the canal and the building of the canal, in 
all their details, were as free from scandal ns the 
public acts of George Washington and Abraham 
Lincoln. 

The facts were set forth in full at the time in the 
two messages to which I have referred. 1 can only 
recapitulate them briefly, and in condensed form. 
Of course there was at the time, and has been since, 
much repetition of statements, that 1 acted in an 
"unconstitutional” manner, that I "usurped au- 
thority” which was not mine. These were the 
statements that were made again and again in 
reference to almost all I did as President that was 
most beneficial and most important to the people 
of this country, to whom 1 was responsible, and 
of whose interests 1 was the steward. The simple 
fact was, as I have elsewhere said, that when the 
interest of the American people imperatively de- 
manded that a certain act should be done, and I 
had the power to do it, I did it unless it was 
specifically prohibited by law, instead of timidly 
refusing to do it unless 1 could find some pro- 
vision of law which rendered it imperative that 
1 should do it. In other words, I gave the benefit 
of the doubt to the people of the United States, 
and not to any group of bandits, foreign or domes- 
tic, whose interests happened to be adverse to 
those of the people of tlic United States. In iny 


judgment, history had taught the lesson that the 
President has very great powers if he chooses to 
exercise tliosc powers; but that, if he is a timid or 
selfish man, afraid of responsibility and afraid of 
risks, he can of course manufacture ingenious ex- 
cuses for failure to exercise them. At a great crisis 
in American history Mr. Buchanan had shown 
himself to belong to the latter type of President; 
Mr. Lincoln had represented the other type, the 
type which gave the people the benefit of the 
doubt, which was not afraid to take responsibilitv, 
which used in large fashion for the good of the 
people the ^rcat powers of a great office. 1 very 
strongly believe that Abraham Lincoln had set the 
example which it was healthy for the people of 
the United States tliat their l^resident should fol- 
low. 

For many years prior to 1903 our Government 
lind been negotiating with foreign powers to pro- 
vide for the building of a Panama Canal. By 1901, 
on the conclusion of the Hay-Pauncefotc treaty 
we had cleared the way sufficiently to enable Con- 
gress to pass an act actually providing for the 
construction of a canal across the Isthmus. By tills 
net the President was authori/cd to secure for the 
United States the property of the French Panama 
Canal Co. and the perpetual control of a strip of 
territory across the Isthmus of Panama from the 
Republic of Colombia within a reasonable time 
and at a reasonable price, and, if the endeavor 
failed, the adoption of the Nicaragua route was 
authorised. 

In October and November, 1903, events oc- 
curred on the Isthmus of Panama which enabled 
me, and which made it my highest duty to the 
people of the United States, to carry out the pro- 
visions of the law of Congress, 1 did carry tliciii 
out, and the canal is now being built because of 
what 1 thus did. It is also perfectly true that, if I 
had wished to shirk my responsibility, if 1 had 
been afraid of doing my duty, I could have pur- 
sued a course which would have been technically 
defensible, which would have prevented criticism 
of the kind that has been made, and which would 
have left the United States no nearer building the 
canal at this moment than it had been for the pre- 
ceding half century. If I had observed a judicial 
inactivity about what was going on at the Isthmus, 
had let things take their course, and had then sub- 
mitted an elaborate report thereon to Congress, 

I would have furnished the opportunity for much 
masterly debate in Congress, which would now 
be going on — and the canal would still be 50 years 
in the future. 

The interests of the American people demanded 
that I should act just exactly os I did act; and I 
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would have taken the action 1 actually did take 
even though 1 had been certain that ro do so meant 
my prompt retirement from public hfc at the next 
election, for the only thing which makes it worth 
while to hold a big office is takmg advantage of the 
opportunities the office offers to do some big thmg 
that ought to be done and is worth doing 
Under the terms of the act the Government 
finally concluded a very advantageous agreement 
wnth the French Canal Co. The French Co had 
spent enormous sums on the Isthmus. We felt 
jusofied in pajnng the company only a very small 
fraction of what it had thus spent. The treaty we 
made was advantageous to us m a very high degree, 
and we got what in value was much more than 
what we paid for it, but the French Co did get 
something, and if we had not stepped m it would 
have gotten absolutely nothing Every step taken 
by the Government m connection with its negoti- 
ations with the French Co and the payment to 
Its official representatives in accordance with the 
agreement entered into was taken with the utmost 
care, and every detail has been made pubhe. Every 
action taken was not merely proper, but was car- 
ried out in accordance with the highest, finest, and 
nicest standards of public and governmental ethics. 
Doubtless in Pans, and perhaps to a lesser e.xtcnt In 
New York, there were speculators who bought 
and sold in the stock market with a view to the 
varying conditions apparent from nme to time m 
the course of the negoaanons, and with a view to 
the probable outcome of the negotiations. This 
was precisely what speculators did in England in 
connection with the outcome of the Battle of 
Waterloo, and m our own country in connec- 
tion with Abraham Lincoln’s issuance of the eman- 
cipation proclamation and other acts durmg the 
Cwil War The rights of the French Co having 
been acquired, ana the difficulocs caused by our 
prcMous treaties havmg been removed by the 
Hay-Pauncefote treaty, there remamed only the 
negotiations with the Republic of Colombia, then 
in possession of the Isthmus of Panama. Under the 
Hay-Pauncefote treaty it had been cxplicitl} pro- 
sided that the United States should build, control, 
police, and "protect” (which inadentally means to 
fortify) the canal The United States thus assumed 
complete responsibility for, and guaranteed the 
buildmg of, the canal Nearly 50 years before, our 
Gm emment had announced' that it w ould not per- 
mit the country m possession of the Isthmus “to 
close the gates or mterferc” with opening one 
of the "great highwa\-s of the world,” or to justify 
such an act b_s the pretension that this avenue of 
trade and trascl belonged to that country and that 
It chose to shut it. had alwajx insisted upon 


the doctrine thus declared, and at last the time 
had come when I could reduce it to action. We 
negotiated with the representatives of Colombia 
a treaty for buildmg the canal, a treaty which 
granted to Colombia even greater advantages than 
were subsequently granted to the Repubhc of 
Panama, a treaty so good that after it had been 
rejected by Colombia, and after we had recognmed 
Panama, Colombia clamored for leave to undo the 
past and enter mto the treaty. But the Colombian 
Government, for reasons which, I regret to say, 
were apparently very bad indeed, deebned to 
consummate the treaty to which their representa- 
mes had agreed The Isthmus of Panama svas then 
a part of the Colombian Republic, and the rep- 
resentatives of Panama in the Colombian legisla- 
ture at once warned Colombia that the people 
of Panama would not submit qmetly to what they 
regarded as an utter ignonng of their vital interests. 

also, courteously and diplomatically, but em- 
phatically, called the attention of the Colombia 
representatives to the veiy’ serious trouble they 
were certam to bnng upon themselves if they 
persisted m theu- acuon, 1 felt very strongly that 
the position that the one-time Secretary of State, 
Cass, had taken nearly 50 years before was the 
roper position, and that the United States would 
e derelict to its duty if it permitted Ckilombu to 
prevent the building of the Panama CanaL I was 
prepared, if necessary, to submit to Congress a 
rccommendanon that we should proceed with the 
work m spite of Colombia’s opposition, and mdecd 
had prepared a rough draft of a message to that 
effect, when events on the Isthmus took such shape 
as to change the problem. 

The Isthmus was seething with revolutionary 
mint The central government of the Republic of 
Colombia was inemcient and corrupt. Lawlessness 
had long been dominant in every branch During a 
period of somethmg like 70 years there had been 
only one or tivo mstanccs in which a president 
had sened out his term The Republic had re- 
peatedly undergone internal convulsions which 
completely changed its aspect. Our Government 
first entered into a treaty with the possessors of 
the Isthmus of Panama in 1846 At that tune the 
nation mth which w-e created was known as New 
Granada After a while New Granada split up and 
the Republic of Columbia, another confederation, 
took Its place, and Panama was at one time a 
sovereign state and at another nme a mere depart- 
ment of the consecutive confederanons known as 
Colombia and New' Granada. In addition to scores 
of rcx'olunons which affected successively New 
Granada and Columbia as a whole, the Isthmus of 
Panama durmg 57 years saw J3 revolutions, re- 
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bcUions, insurrections, civil wars, and ocher out- 
breaks, some of the revolutions bcmg successful, 
some unsuccessful, one civil war lasting nearly 
three years and another nearly a year Twice there 
had been attempted secessions of Panama, and on 
SLV different occasions the marmes and sailors from 
United' States warships were forced to land on the 
Isthmus in order to protect property and to see 
that transit across the Isthmus was kept clear, a 
duty we were by treaty required to perform, for 
by treaty we already possessed and exercised on 
the Isthmus certam proprietary rights and sov- 
ereign powers w'hich no ocher nation possessed. 
On four different occasions the Government of 
Colombia itself requested the landing of troops 
to protect its interests and to maintain order on 
the Isthmus — the order which it was itself in- 
competent to mamtain. On several different oc- 
casions only the attitude of the Umted States pre- 
vented European powers from interfering on the 
Isthmus. In short, Colombia had shown itself ut- 
terly incompetent to perform the ordinary gov- 
ernmental duties expected of a civilized State, and 
yet It refused to permit the building of the canal 
under conditions which would have perpetuated 
ICS control of the Isthmus and which would at the 
same time have put a scop to what can legitimately 
be called government by a succession of banditti. 
The United States would have shown itself ennu- 
nal, as well as impotent, if it had longer tolerated 
this condition of things. 

I was prepared to advocate our openly avowing 
that the position had become intolerable, and that, 
in pursuance of our dutv’’ to ourselves as well as to 
the w'orld, we should begin the building of the 
canal. But my knowledge — a knowledge which, as 
regards most of the essential points, w'as shared by 
all intelligent and mformed people — of the feeling 
on the Isthmus was such that I was quite prepared 
to see the people of the Isthmus themselves act in 
such a w'ay as to make our task easier. They felt 
that It was of vital importance to them to have 
the canal built, for they W'ould be its greatest 
beneficiaries, and therefore they felt such bitter 
indignauon at Colombia’s indifference to their in- 
terests and refusal to pemut the fruition of their 
hopes that among them there was a bterally unani- 
mous desire for independence. Not only was there 
not a smglc man on the Isthmus w'ho wished to 
perpetuate Colombian control, but all Colombians 
sent hither, even the soldiers, after a very short 
residence grew to share the desire of all Panamans 
for the establishment of a separate republic. 
Hitherto the knowledge that the United States 
would interfere to stop all disturbances on the 
Isthmus that interrupted traffic across it had re- 


sulted to the benefit of Colombia, and it was tht 
knowledge that had been the chief prcvenmcol 
revolutionary outbreak. The people of Panam; 
now found themselves in a position in which then 
interests were identical with the interests of tht 
United States, for the Government of Colombia 
with elaborate care, and with a shortsightedncs; 
equal to its iniquity, had followed out to its cnii 
the exact policy which rendered it morally impos- 
sible as well as morally miproper for the Umtcii 
States to continue to exercise its power in th( 
interest of Colombia and against its own interesi 
and the interest of Panama. There was no need 
for any outsider to excite revolution in Pamnu 
There were dozens of leaders on the Isthmus al- 
ready domg their best to excite revolution. It wa; 
not a case of lighting a fuse that would fire a mine 
— there were dozens of such fuses bemg lit all the 
time, It was simply a case of its ceasmg to be the 
duty of the United States to stamp on these fuses 
or longer to act in the mterest or tliose who hid 
become the open and malignant foes of the Umted 
States — and of civilization and of the world ai 
large. 

Every man who read the newspapers knew thai 
with the failure of Colombia to ratify the Hay- 
Herran treaty, revolutionary attempts became im- 
mment on the Isthmus. The papers published on 
the Isthmus themselves contamed statements that 
these revolutions were about to occur, and these 
statements were published m the Washington and 
New York and New Orleans papers. From these 
published statements it appeared that if the canal 
treaty fell through, a revolution would in all prob- 
abihty follow, that hundreds of stacks of arms 
were being imported, that the Government forces 
in Panama and Colon were themselves friendly to 
the revoluDon, and that there were several distmet 
and mdependent centers of revoluDonary' activity 
on the Isthmus. It was also announced that the 
Government at Colombia was hurrying prepara- 
tions to send troops to Panama to put down the 
revoluDon Of course I did not have to rely merely 
upon what I saw in the newspapers. From vanous 
sources I had gathered enough to satisfy me that 
the situation was at least as bad as the papers 
depicted it. TThrough two Army' officers who had 
visited the Isthmus in September I gained concrete 
and definite information. They inmrmed me that, 
owing to the dissatisfaction because of the failure 
of Colombia to ratify tlie Hav-Herran treaty', a 
revolution was certam to break out on the Isthmus, 
and that the people were in favor of it, and that it 
might be expected immediately on the adjourn- 
ment of the Colombian Congress without ratifica- 
tion of the treaty. In response to my' questioning 
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thcj’ said they nere certain that a revolution — sev- 
eral different rctolutionary movements were bc- 
mg planned independently of one another \t ould 
occur rmmediatelv after the adjournment of the 
Colombian Congress m October, whde on the 
Isthmus they had calculated that it « ould not oc- 
cur until after October ao, because not until then 
would a suffiaent quantity of arms and munitions 
have been landed to supply the revolutionaries, 
Actmg in Slew of all these facts, I sent various 
naval scssels to the Isthmus. The orders to the 
Amencan naval officers were to mamtain free and 
unmtcmipted transit across the Isthmus, and, with 
that purpose, to prevent the landmg of armed 
forces with hostile mtent at any point withui 50 
miles of Panama These orders were precisclv such 
as had been issued again and agam m precedmg 
jears — 1900, 1901, and 1902, for instance They 
were carried out. Their necessity was conclusively 
shown bv the fact that a body of Colombian troops 
had landed at Colon and threatened a reign of 
terror, announcmg their intention of killmg all 
the Amencan an/ens in Colon. The prompt ac- 
aon of Capt. Hubbard, of the gunboat Nashville, 
revented this threat from bemg put into effect, 
t STsaied the imperiled Awesnans, and finally 
persuaded the Colombian troops to reembark and 
peacefully return to Colombia 
With absolute unanunity the people of the 
Isthmus declared themselves an mdependent re- 
public, and offered urmiediately to conclude with 
our Government the treat)’ which Colombu had 
rejected, and to make its terms somewhat more 
favorable to the United States No bloodshed 
whatever had occurred, and it could not occur un- 
less we permitted Colombian troops to land The 
Republic of Panama was the de facto Govern- 
ment and there was no other on the Isthmus 
There were, therefore, two courses open to us. 
One was to turn against the people who were 
our friends, to abandon them, and permit the peo- 
ple who were our foes to reconquer Panama, with 
frightful bloodshed and destruction of property, 
and thereby to reestablish and perpetuate the anar- 
chic despotism of tlie preceding 50 years — meffi- 
ctent, bloodv’, and corrupt The other course was to 
let our foes nav the penalty of their own folly and 
inujuit)’ and to stand by our fnends, and, as an 
incident, to prevent all bloodshed and disturbance 
on the Isthmus by simply notifv mg Colombia that 
It would not be permitted to land troops on 
Panama Of course we adopted the latter alterna- 
tive. To have adopted any other course would hav e 
been an act not merely o'f unspeakable folly but of 
unspeakable baseness' it would have been even 
more ridiculous than mfamous. We recognized the 


Repubhc of Panama Without finng a shot we 
prevented a civil war We promptly negotiated a 
treaty under which the canal is now bemg dug 
In consequence Panama has for eight y’cars en- 
joyed a degree of peace and prosperity which it 
had never before enjoyed dunng its four centuries 
of troubled enstcnce fee it remembered that unless 
I had acted exactly as I did act there would now 
be no Panama Canal It is folly to assert devotion 
to an end, and at the same time to condemn the 
only means by which the end can be achieved 
Every man who at any stage has opposed or con- 
demned the action actually taken m acquiring the 
right to dig the canal has really been the opponent 
of any and every effort that could ever have been 
made to dig the canal Such cnBcs are not straight- 
forward or smeere unless they announce frankly 
that their cnBcism of methods is merely a mask 
and that at bottbm what they are really cnBcismg 
IS havmg the canal dug at all 
The Umted States has done very much more 
than Its duty’ to Colombia. Although Colombia 
had not the slightest claim to considerauon of any 
kmd, y et, in the mterests of Panama, and so as to 
close all possible grounds of dispute between 
Panama and Colombu, the United States some 
nme ago agreed to a tnparty treaty between her- 
self, Colombia, and Panama, by which, as a simple 
matter of grace and not of right, adequate and 
generous compensaBon would have been given 
Colombia for whatever damage she had suffered, 
but Colombia refused to agree to the treaty On 
this occasion, m my judgment, the Umted States 
went to the very’ v erge of right and propnety m 
the effort to safeguard Panama’s mterests by mak- 
mg Colombia feel satisfied. There was nbt the 
slightest moral obligaBon on the Umted States to 
go as far as she went, and at the Bme it seemed 
to me a grave question whether it was not puttmg 
a premium upon intemaBonal blackmail to go 
so far Certamly nothing more should be done 
There is no more reason for givmg Colombia 
money to soothe her fcelmgs for the loss of what 
she forfeited bv’ her misconduct in Panama m 
1903 than for giving Great Bntam money for what 
she lost m tyy 6 Moreover, there is al way’s danger 
that in such cases an act of mere grace and gener- 
osity’ ™y be misinterpreted by the very people 
on whose behalf it is performed, and treated as 
a confession of wrongdoing We are now so far 
aw’ay from 1776 that this objccBon docs not apply 
m that case, and there would be no parnoili 
rearon why any sentimental persons w’ho feel so 
incimed should not agitate to have Great Bntam 
paid for the nervous stram and loss of property 
consequent upon our acnon m that y’ear and the 
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immediately subsetjuent years. But we arc still too 
near tlic Panama incident to be entirely certain 
that base people would not misunderstand our tak- 
ing such action in her case, and as there was liter- 
ally and precisely as much moral justification for 
what we did in Panama in 1903 as for what wc 
did in our own country in 1776 — and, indeed, 
even more justification — it is as foolish now to 
claim that Colombia is entitled, or ever has been 
entitled, to one dollar because of that transaction 
as to clami that Great Britain is entitled to be 
compensated because of the Declaration of Inde- 
pendence. 

Not only was the course followed as regards 
Panama right in every detail and at ever)' point, 

COROLLARY TO THE 

In 1823, James Monroe declared the Western 
Hemisphere closed to European colonizers. 
Henceforth, any European effort to subvert 
the independence of an American nation or to 
e.\tend European systems across the Atlantic 
would be considered an unfriendly act by the 
United States This seemed plain enough-, but 
by 1905 the Monroe Doctrine was being given 
a new reading. 

For by 1905, nations had discovered that 
defaulted debts were as serviceable an entering 
wedge for the establishment of political con- 
trol as had been the “factories” of the old 
trading companies And Latin America was 
admirably suited for such ventures in the de- 
velopment of trade. Though constitutional in 
fonn, many Latin American governments were 
military dictatorships in fact. The ruling ele- 
ments m those dictatorships won profit from 
their power, a fact which encouraged violent 
struggles for control of governments and in- 
discretion in the incurring of debt. 

Political instability and defaulted payments 
on such obligations had established a pattern 
for foreign intervention as early as the 1850s. 
In 1902, the principal foreign creditors of 
dictator-ridden Venezuela delivered an ulti- 
matum, withdrew their legations, and planned 
to seize the Venezuelan gunboats and then 
blockade Venezuelan ports unless the nation 
made good her debts and paid an indemnity 


but there could have been no variation from this 
course c\ccpt for the worse. Wc not only did 
what was technically jusufiabic, but we did what 
was demanded by evcty ethical consideration, na- 
tional and international. We did our dut)’ bv the 
world, wc did our duty by the people of Panama, 
wc did our duty by ourselves. Wc did harm to 
no one save as harm is done to a bandit by a 
policeman who deprives him of his chance for 
blackmail. The United States has many honorable 
chapters in its history, but no more honorable 
chapter than that which tells of the way in which 
our right to dig the Panama Canal was secured 
and of the manner in which the work itself has 
been earned out. 

MONROE DOCTRINE 

for damage to the property and persons of 
foreigners. Though Great Britain took the lead 
in advocating intervention, it was Germany 
which, in 1901, informed the United States 
that Venezuelan default might force tempo- 
rary seizure of the country’s customs houses. 
Not until the following year did the Germans 
proceed to action, however, and action was 
then taken jointly with Great Britain, whose 
leaders had declared they did not intend to land 
troops or occupy Venezuelan territory. In 
December, 1902, the British, German, and 
Italian governments ordered a formal blockade. 
The American government, in the meantime, 
had been making efforts to prevent prolonged 
display of force. American bankers attempted 
to arrange a financial settlement; the American 
ambassadors at Berlin and in London trans- 
mitted an indefinite Venezuelan proposal for 
arbitration. After some hedging, and with the 
reservation of certain claims, both Britain and 
Germany finally justified the United States 
hope that the Powers would agree to arbi- 
trate. 

The Venezuelan government, which liad in- 
sisted that the claims be settled in her courts 
and according to her law, was thus forced to 
submit to a diplomatic settlement. The United 
States refused to sen'e as arbitrator, though 
both sides requested her to act. Part of the 
controversy was referred to the Hague Tn- 
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bunal accordingly and the remainder to a 
mixed claims commission 

It was after this incident that the Roosevelt 
Corollary' to the Monroe Doctnne began to 
take shape Again, debt and disorder provoked 
foreign intervention and again the Umted 
States was involved in the controversy In this 
instance, it was Santo Domingo which pre- 
cipitated the conflict. The dictator in power 
unol 1899 had borrowed far beyond Santo 
Domingo’s abilitv to pay interest out of cur- 
rent revenues The men who seized the gov- 
ernment, when assassination ended the dic- 
tator’s thirteen years of rule, proceeded to 
repudiate the debt he had incurred and to use 
the Domimcan revenues for their oum benefit. 
Quarrels among the revoluaonary leaders kept 
the island in disorder even after a rwo-wear 
civil war had abated intngue continued, for- 
eign creditors pressed their governments to 
help them collect In 1901, the receipts of spe- 
cific customs houses were pledged to the 
French and Belgian governments Two years 
later, the German, Italian, and Spanish govern- 
ments secured a pledge of monthly payments 
from aistoms to their nationals In 1904, the 
arbitrators appointed to devise the manner of 
paying the $4,500,000 owed the Santo Domingo 
Improvement Company, an American firm, de- 
cided that in default of payment, the company 
was to have a customs house assigned to it 
Since this threatened the ben of the other for- 
eign claimants, European intervention seemed 
likely To prevent that, the Dominican Presi- 
dent turned to the United States on the assump- 
tion that American financial agents in his cus- 
toms houses might assure the stability of his 
government 

It was the suggestion of the United States 
Minister, at the direction of Sccretaiy of State 
John Ha), which finally urged the Dominican 
President to a course opposed by his cabinet 
and people. Though even Roosevelt was not 
eager for American inten ention in the Domini- 
can tangle, the danger of a possible foreign in- 
tervention on the Venezuelan pattern won 
him to action. On December 1904, m his 


message to Congress, Roosevelt made this bold 
announcement 

“If a nation shows that it knows how to act 
w'lth reasonable efitciency and decency m so- 
cial and political matters, if it keeps order and 
pays its obligations, it need fear no mterference 
from the United States Chronic wrongdoing, 
or an impotence which results in a general 
loosemng of the ties of civolized society may in 
America, as elsewhere, ultimately requme in- 
tervention by some civibzed nation, and in the 
Western Hemisphere the adherence of the 
Umted States to the Monroe Doctnne may 
force the United States, however reluctantly, 
m flagrant cases of such wrongdomg or im- 
potence, to the exercise of an international 
police power ’’ 

That month, Roosevelt dispatched a naval 
officer as special commissioner to Santo Do- 
mingo Discussions now were opened up and 
a treaty was negotiated It provided for United 
States control of Domimcan customs houses 
55 percent of their revenues were to be turned 
over to the country’s creditors while the gov- 
ernment received the remainder 

In the light of these events, the Venezuela 
affair and the opemng of construction of the 
Panama Canal, one may read Roosevelt’s special 
message to the Senate with greater appreciation 
of Its sigmficance The treaty failed in spite 
of that appeal Foreign creditors again threat- 
ened when an Itaban cruiser arrived off the 
coast of Santo Domingo. An execuave agree- 
ment then provided for the President of the 
United States to name receivers of customs, 
who would be appointed by the President of 
Santo Domingo These receivers were to dis- 
pose of the Dotiiimcan revenues according to 
the terms of the treaty which had failed of 
ratification In his second message on Domira- 
can affairs, which is repnntcd here, Roosevelt 
expounded the Latin American policy which 
came to be knovvm as the Roosevelt Corollary 
to the Alonroc Doctnne to prevent foreign 
intervention, the United States would itself 
intervene to restore order and financial de- 
corum in those Latin Amencan countnes 
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whose l)chavior might provoke action by Euro- 
pean powci's. 

In spite of American supervision of the cus- 
toms, disorder continued in Santo Domingo 
until 1906, when the long period of j evolution 
finally came to a halt. The following year, the 
Senate ratified a revised treaty. This deleted 
such objectionable clauses as that which 
pledged United States assistance in the internal 
affaiis of Santo Domingo and which had the 
United States agree to determine the validity 
of the amount of the claims against the island 
republic. 

In this fashion, according to Roosevelt, the 
Monroe Doctrine was to be used against Latin 
American powers as much as against European, 
As a consequence, it was difficult to break 
down suspicion and hostility in the Western 
Hemisphere; for twenty-five ycais, “Yankee 
Impel iahsm” was the unflattering description 
of tlie American policy. But late in the nineteen 
twenties, tlic direction of American foreign 
affairs became more realistic: the Latin Ameri- 
can nations were sovereign powers and their 
domestic concerns were their own; they were 
as interested in safeguarding the security of the 
Western Hemisphere as we were. In March, 


1930, the State Department, therefore, repudi- 
ated the Roosevelt Corollary. It made pulilic a 
memorandum written by J. Reuben Clark in 
1918 when he was Undersecretarv of State, 
which clearly defined the intentions and limits 
of the Monroe Doctrine. Said this document: 
1. The Monroe Doctrine is unilateral. 2. “The 
Doctrine does not concern itself Avith purely 
inter-American relations.” 3. “The Doctrine 
states a case of tjie United States verms Europe, 
not of the United States verms Latin America." 
4. The United States has always used the Doc- 
trine to protect Latin American nations from 
the aggressions of European powers. 5. The 
Roosevelt Corollary is not properly a part of 
the Doctrine itself, nor docs it grow out of 
the Doctrine- , . it is not believed that this 
Corollary is justified by the terms of the Mon- 
roe Doctrine, however much it may be justi- 
fied by the application of die doctrine of sclf- 
prcscivation.” Thus Secretary of State Henry 
L. Stiinson, preparing the way for Franklin D, 
Roosevelt’s “Good Neighbor” policy. 

The selections here reprinted arc from A. H. 
Lewis, cd., Covipllatlon of the Messages mid 
Speeches of Theodore Roosevelt, 2 vols. 
(Washington, 1906). 


Corollary to the Monroe Doctrine 

BY THEODORE ROOSEVELT 


Ont of tiik most effective instruments for peace 
is the Monroe Doctrine as it has been and is being 
gradually developed by this Nation and accepted 
by otlter nations. No other policy could have been 
as efficient in promoting peace in the Western 
Hemisphere and in giving to each nation thereon 
the chance to develop along its own lines. If we 
had refused to apply the doctrine to changing 
conditions it would now be completely outworn, 
would not meet any of the needs of the present 
day, and, indeed, would probably by this time 
have sunk into complete oblivion. It is useful at 
home, and is meeting with recognition abroad be- 
cause we have adapted our application of it to 
meet the growing and changing needs of the 
hemisphere. Wlien we announce a policy such as 
the Monroe Doctrine we thereby commit our- 
scKcs to the consequences of the policy, and those 


consequences from time to time alter. It is out 
of the question to claim a right and yet shirk the 
responsibility for its exercise. Not only we, but 
all American republics who are benefited by the 
existence of the doctrine, must recognize the obli- 
gations each nation is under as regards foreign 
peoples no less than its duty to insist upon its own 
rights. 

That our rights and interests arc deeply con- 
cerned in the maintenance of tlie doctrine is so 
clear as hardly to need argument. This is espe- 
cially true m view of the construction of the 
Panama Canal. As a mere matter of self-defense 
we must exercise a close watch over the ap- 
proaches to this canal; and this means tliat we 
must be thoroughly alive to our interests in the 
Caribbean Sea, 

There arc certain essential points which must 
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never be forgotten as regards the Monroe Doc- 
trine In the first place we most as a Nation make 
It evident that we do not intend to treat it in any 
shape or way as an excuse for aggrandizement on 
oar part at the expense of the repubhes to the 
south We must recognize the fact that m some 
South American countries there has been much 
suspicion lest we should mterpret the Monroe 
Doctrine as m some way munical to their mterests, 
and we must trj' to convince all the other nations 
of this continent once and for all that no just and 
orderly Government has anjthing to fear from us. 
There are certain repubhes to the south of us 
which have already reached such a pomt of sta- 
bility, order, and prospent)' that they themselv es, 
though as yet hardly consciously, are among the 
guarantors of this doctrine. These republics we 
now meet not only on a basis of entire equality, 
but in a spirit of frank and respectful friendship, 
which we hope is mutual If all of the republics 
to the south of us will only grow as those to which 
I allude have already grown, all need for us to be 
the espeaal champions of the doctrme will disap- 
pear, for no stable and growmg American Re- 
public wishes to see some great non-American 
military power acquire territory m its neighbor- 
hood. All that this country desires is that the other 
republics on this continent shall be happy and 
prosperous, and they cannot be happy and pros- 
erous unless they maintam order vvithui their 
oundanes and behave with a just regard for their 
obligations toward outsiders. It must be under- 
stood that under no circumstances will the United 
States use the Monroe Doctrine as a cloak for 
territorial aggression. We desire peace with all 
the w orld, but perhaps most of all with the other 
peoples of the Amencan Continent. There are, 
of course, lunits to the wrongs which any self- 
resjiecting nation can endure It is always possible 
that w rong aettons toward this Nation, or toward 
citizens of this Nation, in some State unable to 
keep order among its own people, unable to secure 
justice from outsiders, and unwillmg to do justice 
to those outsiders who treat it well, mav rt^t m 
our havmg to take action to protect our rights, 
but such action will not be taken with a view to 
territorial aggression, and it will be taken at all 
onlv vvith extreme reluctance and when it has be- 
come evident that every other resource has been 
exhausted 

Moreover, we must make it evident that we do 
not intend to permit the Monroe Doctrine to be 
used by any nation on this Continent as a shield 
to protect It from the consequences of its own mis- 
deeds apinst foreign nations. If a republic to the 
south of us commits a tort against a foreign nation. 


such as an outrage against a citizen of that nation, 
then the Monroe Doctrme does not force us to 
interfere to prevent punishment of the tort, save 
to see that the punishment does not assume the 
form of territorial occupanon m any shape. The 
case IS more difficult when it refers to a contrac- 
tual obligation Our own Government has always 
refused to enforce such contractual obligations on 
behalf of its aazens by an appeal to arms It is 
much to be wished that all foreign governments 
. would take the same new But they do nor, and m 
consequence we arc hablc at any time to be 
brought face to face with disagreeable alternatives 
On the one hand, this country would certainly de- 
clme to go to war to prevent a foreign govern- 
ment from collecting a just debt, on the other 
hand, it is v ery inadvisable to permit any foreign 
power to take possession, even temporarily, of me 
custom houses of an Amencan Republic m order 
to enforce the payment of its obligations, for such 
temporary occupanon might turn mto a perma- 
nent occufiauon The only escape from these 
altemauves may at any nme be that we must our- 
selves undertake to brmg about some arrangement 
by which so much as possible of a just obliga- 
non shall be paid It is far better that this coun- 
try should put through such an arrangement, 
rather than allow any foreign country to under- 
take It. To do so msurcs the defaulting republic 
from havmg to pay debt of an improper character 
under duress, while it also insures honest creditors 
of the republic from being passed by m the m- 
terest of dishonest or graspmg creditors. More- 
over, for the Umted States to take such a position 
offers the only possible way of insunng us against 
a clash with some foreign power The position is, 
therefore, m the mterest of peace as well as in the 
mterest of justice. It is of benefit to our people, it 
15 of benefit to foreign peoples, and most of all it 
IS really of benefit to the people of the country 
concerned 

This brings me to what should be one of the 
fundamental objects of the Monroe Doctnne. We 
must ourselves m good faith try to help upward 
toward peace and order those of our sister re- 
ubhes which need such help Just as there has 
een a gradual growth of the ethical element m 
the Tchnons of one mdrvidual to another, so we 
even though slowly, more and more conung 
to recognize the duty' of bearing one another^ 
burdens, not only as among mdividuals, but also 
ax among nations. 

Santo Dommgo, m her turn, has now made an 
appeal to us to help her, and not only every pnn- 
aple of wTsdom but ev ery generous instmet withm 
us bids us respond to the appeal It is not of the 
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sL'ghtcst consequence whether wc grant the aid 
needed by Santo Donungo as an incident to the 
wise development of the iMonroe Doctrine or be- 
cause wc regard the case of Santo Domingo as 
standing wholly by itself, and to be treated as 
such, and not on general prmciplcs or with any 
reference to the Monroe Doctrine. The important 
point IS to gi\c the needed aid, and the case is 
certainly sufficiently peculiar to deserve to be 
judged purely on its own merits. The conditions 
in Santo Domingo have for a number of years 
grown from bad to worse until a year ago all so- 
ciety was on the verge of dissolution. Fortunately, 
just at this time a ruler sprang up in Santo Do- 
mingo, who, with his colleagues, saw the dangers 
threatening their country and appealed to the 
friendship of the only great and powerful neigh- 
bor who possessed the power, and as they hoped 
also die will to help them. There was imminent 
danger of foreign intcrvendon. The previous 
ralcia of Santo Donnngo had inooiiod 

debts, and owing to her internal disorders she had 
ceased to be able to provide means of paying the 
debts. The patience of htr foreign creditors had 
become exhausted, and at least two foreign na- 
tions were on the point of intervention, and were 
only prevented from mtcrvenmg by the unofficial 
assurance of tins Government that it would itself 
strive to help Santo Domingo m her hour of need. 
In the case of one of these nations, only the actual 
oponmg of negodations to this end by our Gov- 
ernment prevented the seizure of territory in 
Santo Domingo by a European power. Of the 
debts incurred some were just, while some were 
nor of a cliaractcr which really renders it obhga- 
torv' on or proper for Santo Domingo to pay them 
in full. But she could not pay any of them unless 
some stability was assured her Government and 
people. 

Accordingly, the Execudvc Department of our 
Government negodated a treaty under which wc 
arc to try to help the Dominican people to 
straighten out their finances. This treaty is pending 
before the Senate. In the meantime a temporary 
arrangement has been made which will last until 
the Senate has had tune to take action upon the 
treaty. Under this arrangement the Dominican 
Government has appointed Americans to all the 
important positions in the customs service, and 
they arc seeing to the honest collection of the 
revenues, turning over 45 per cent, to the Gov- 
ernment for running expenses and putting the 
other 55 per cent, into a safe depository for equi- 
table division in case the treaty shall be radfied, 
among the various creditors, whether European or 
American. 


freedom 

Tlie Custom Houses offer wcll-mgh the only 
sources of revenue m Santo Domingo, and the 
different revolutions usually have as their real aim 
the obtaining of these Custom Houses. The mere 
fact that the Collectors of Customs arc Americans, 
that they are performing their duties with effi- 
ciency and honest)', and that the treat)’ is pending 
in the Senate gives a certam moral power to the 
Government of Santo Domingo which It has not 
had before. This has completely discouraged all 
revolutionary movement, while it has already pro- 
duced such an mcrease in the revenues that the 
Government is actually getting more from the 
45 per cent, that the American Collectors turn 
over to It than it got formerly when it took the 
entire revenue It is enablmg die poor, harassed 
people of Santo Dommgo once more to turn their 
attention to industry and to be free from the cure 
of interminable revolutionary disturbance. It of- 
fers to all bona-fide creditors, American and 
European, tine only reaiiy good chance to obiam 
that to which they arc justly entitled, while it m 
return gives to Santo Domingo the only oppor- 
tunity of defense against claims which it ought not 
to pay, for now if it nleets the views of the Senate 
wc shall ourselves thoroughly examme all these 
claims, whether American or foreign, and see that 
none that are improper are paid. There is, of 
course, opposidon to the treaty from dishonest 
creditors, foreign and American, and from the 

E rofcssional revoludonists of the island itself. We 
ave already reason to believe that some of the 
creditors who do not dare e.xposc their claims to 
honest scrutiny arc endeavoring to stir up sedition 
m the island and opposition to the treaty. Ih the 
nicantiinc, I have exercised the authority vested in 
me by die joint resolution of the Congress to 
prevent the mtroduction of arms into tlic bland 
for revolutionary purposes. 

Under the course taken, stability and order and 
all the benefits of peace are at last coming to Santo 
Domingo, danger of foreign intervention has been 
suspended, and there b at last a prospect that all 
creditors will get justice, no more and no less. If 
the arrangement is terminated by the failure of 
the treaty chaos will follow, and if chaos follows, 
sooner or later this Government may be involved 
m serious difficulties with foreign Governments 
over the island, or else may be forced itself to 
intervene m the island in some unpleasant fashion. 
Under the proposed treaty the independence of 
the island b scrupulously respected, the danger of 
violation of the Monroe Doctrmo by the inten.’cn- 
don of foreign powers vanbhes, and the mterfer- 
cnce of our Government is minimized, so that wc 
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shall only act m conjunction with the Santo Do- 
mmgo authorities to secure the proper administra- 
tion of the customs, and therefore to secure the 
payment of just debts and to secure the Dommican 
Gosemment against demands for unjust debts. 
The proposed method will gi\c the people of 
Santo Domingo the same chance to move onward 
and upward which we have already given to the 
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people of Cuba. It will be doubly to our discredit 
as a Nauon if we fail to take advantage of this 
chance, for it will be of damage to ourselves, and 
It wai be of mcalculable damage to Santo Do- 
mingo Every consideration of wise poUcy, and, 
above all* every consideration of large generosity, 
bids us meet the request of Santo Domingo as w-e 
are now trying to meet it. 


Message to the Senate on the Dommican Treaty 


White House, March 6, 1905 

To THE SniATE 

I wish to call the attention of the Senate at this 
executive session to the treaty with Santo Do- 
mingo I fecl that I ought to state to the Senate 
that the condition of affairs in Santo Dommgo is 
such that It IS very much for the Interest of that 
Republic that action on the treat)' should be had 
at as early a moment as the Senate, after givmg 
the matter full consideratioti, may find practicable. 
I call attenuon to the folloivmg facts 
I This treat)’ was entered mto at the earnest 
request of Santo Domingo itself, and is designed to 
afford Santo Dommgo relief and assistance Its 
pnmarv benefit will be to Santo Domingo It 
offers the method most likely to secure peace and 
to prevent war m the island 
1 The benefit to the United States will con- 
sist chiefly In the tendency under the treaty to 
secure stability, order, and prospent)' m Santo 
Domingo, and the removal of the apprehension 
lest foreign powers make aggressions on Santo 
Dommgo in the course of collectmg claims due 
then citizens, for it is greatly to our interest that 
all the islands m the Caribbean Sea should enjoy 
peace and prqmcritv and feel good will toward 
this countin' The benefit to honest creditors will 
come from the fact that for the first time under 
this treatv a practicable method of attempang to 
settle the debts due them vv dl be inaugurated 
3 Many of the debts alleged to be due from 
Santo Dommgo to outside creditors unquestion- 
ably on their face represent far more money than 
ever was actually given Santo Dommgo The pro- 
posed treatv provides for a process by which im- 
partial cjqierts w ill dttcrmme what debts are valid 
and what are in whole or in part invalid, and wdl 
antiortion accordingly the surplus revenue avail- 
able for the pavmcnt of the debts. This treat)' 
(lifers the onlv ntethod for preventmg the collec- 
tion of fraudulent debts, w hether owed to Amcn- 
canv or to citizens of other nations. 

4. This treatv affords the most practicable means 


of obtaining payment for the just claims of Ameri- 
can atizens. 

5 If the treaty is ratified, creditors belongmg 
to other nations will hav’e e.xactly as good treat- 
ment as creditors w'ho arc citizens of the United 
States, and at the same tame Santo Dommgo will 
be protected agamst unjust and exorbitant claims 
If It IS not ratified, the chances are that American 
creditors will fare ill as compared with those of 
other nations, for foreign nations, bemg domed 
the opportunity to get what is rightfully due their 
citizens under the proposed arrangement, will be 
left to collect the debts due their citizens as they 
set fit, provided, of course, there is not permanent 
occupanty of Dommican territory As m such case 
the Umted States will have notfung to say as to 
what debts should or should not be collected, and 
as Santo Dommgo will be left without aid, assist- 
ance, or protection, it is impossible to state that the 
sums collected from it will not be improper in 
amount. In such event, whatever is collected by 
means of forcible mtcrvention will be applied to 
the creditors of foreign nations m preference to 
creditors who are atizens of the Umted States, 

6 The correspondence between the Secretary 
of State and the Minister of Ham, submitted to 
the Senate several da)^ ago, shows that our po- 
sition IS explicitly and unreservedly that under no 
circumstances do we mtend to acquire terntoiy in 
or possession of either Haiti or Santo Dommgo, it 
bemg stated m these letters that even if the two 
republics desmed to become a part of the Umted 
States the United States would certainly refuse its 
assent 

7 Santo Domingo gnevously needs the aid of 
a powerful and fncndly nanon This aid we are 
able, and I trust that we are w’lllmg, to bestow 
She has asked for this aid, and the expressions of 
fnendship, repeatedly sanctioned by the people 
and the Government of the Umted States, warrant 
her in believmg that it vvDl not be withheld m 
the hour of her need 

Theodore Roosevelt 
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WOODROW WILSON 


BETttT:EN April 2, 19J7, and July 10, 1919, 
when Wilson made these two speeches, the 
United States had enteied V/orld War I and 
had helped win it. But the interval stood for 
more than that; for an instrument presumablj'- 
had been created by which war was to be 
driven from the earth. Woodrow Wilson of- 
fered the world peace, and it was no wonder 
that simple people all over the earth honored 
his name. 

But the mechanics of peace were far more 
complex than affirmations of devotion no mat- 
ter how splendid. Highly intricate treaties had 
to be drawn up with a whole series of defeated 
belligerents; sporadic uprisings all over Europe 
had to be put down; treaties had to be ratified. 
iMost important of all, the League of Nations, 
whose Covenant Wilson brought back with 
him to America from the Versailles Peace Con- 
ference, had to be joined by the United States 
to insure the establishment of a peaceful 
world. 

Wilson had made a number of mistakes In 
the congressional elections of November, 1918, 
he had gone to the country and asked for the 
return of a Democratic Congress; only such a 
body would support him propeily. He had 
been defeated — and his poliucal enemies glee- 


fully insisted that this was tantamount to a 
repudiation of his policies by the American 
people. Again, he had failed to name members 
of the Senate to his Peace Commission — a slight 
of the Senate’s role in the treaty-making 
process. Again, he had insisted upon coupling 
the Covenant with the Treaty — and the weak- 
nesses and injustices in the Treaty only ended 
by damaging the Covenant. Finally, he had 
been adamant on the matter of amendments to 
the Covenant, although the good faith of some 
of those who urged reservations and amend- 
ments IS open to question. . 

These were failures of judgment, but they 
showed no vital flaws of character. If Wilson’s 
political enemies had been less implacable and 
if his health had not failed liim, he might have 
succeeded and America nught have joined the 
League. In any case, the nvo speeches reveal 
Wilson at the height of his powers. He w^as 
calling upon America to join in a great human 
crusade and to give of its strength and leadcr- 
slup in the cause of an enduring world peace. 

The selections here reprinted are from R. S. 
Baker and W. E. Dodd, eds.. The Public Papers 
of Woodrow Wilson (6 vols., New York, 
1927) and are published by permission of Har- 
per and Brothers. 


Two Addresses to Congress 

BY WOODROW WILSON 


1. For Declaration of War Against Germany 
(address delivered at a joint session of the 
two houses of congress, APRIL 2 , I917) 

I HAVE CALLED the Congress mto extraordinary 
session because there are serious, very serious, 
choices of policy to be made, and made immedi- 
ately, which It was neither right nor constitution- 
ally permissible that I should assume the responsi- 
bility of making. 

On the third of February last 1 officially laid 
before you the extraordinary announcement of the 
Imperial German Government that on and after 
the first day of Februarj' it was its purpose to put 


aside all restraints of law or of humam'ty and use 
Its submarines to smk every vessel that sought to 
approach either the ports of Great Britain and 
Ireland or the western coasts of Europe or any 
of the ports controlled by the enemies of Ger- 
many within the Mediterranean. ... 

1 was for a little while unable to believe that 
such thmgs would in fact be done by any govern- 
ment that had hitherto subscribed to the humane 
practices of civilized nations. International law had 
Its origin m the attempt to set up some law which 
would be respected and observed upon the seas, 
where no nation had right of dominanon and 
where lay the free highways of the world. By pam- 
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ful stage after stage has that law been built up, 
utth meager enough results, mdeed, after all tvas 
accomplished tliat could be accomplished, but al- 
wa^*s uuth a clear new, at least, of what the heart 
and conscience of mankmd demanded This mmi- 
mum of right the German Gosemment has swept 
aside under the plea of retalianon and necessity 
and because it had no weapons which it could use 
at sea except these which it is impossible to em- 
ploy as it IS cmplojmg them without throwing 
to the w mds all scruples of humanity or of respect 
for the understandmgs that were supposed to 
underlie the intercourse of the world I am not 
now thmking of the loss of property mvolved, un- 
mense and senous as that is, but only of the wanton 
and wholesale destruenon of the bees of non- 
combatants, men, women, and children, engaged 
m pursuits w hich has e always, even m the darkest 
periods of modem history’, been deemed mnocent 
and legitimate Property can be paid for, the hves 
of peaceful and innocent people cannot be. The 
present German submanne warfare against com- 
merce is a warfare against mankind 

It IS a war agauist all nations. American ships 
base been sunC American hves taken, m ways 
which It has stirred us yerv deeply to learn of, 
but the ships and people of other neutral and 
friendly nations base been sunk and os erw helmed 
in the waters m the same svay There has been no 
discnmmadon. The challenge is to all inanVmd 
Each nation must decide for itself how it sviU meet 
It. The choice w e make for ourselves must be made 
with a modcraQon of counsel and a temperateness 
of judgirent befitting our charaaer ana our mo- 
tives as a nation. We must put excited feeling 
away Our motive will not be revenge or the 
sictonous assemon of the physical might of the 
nation, but only the s mdication of right, of human 
nght, of w hich w c arc only’ a smgle champion. 

UTicn 1 addressed the Congress on the tsventy’- 
smh of February’ last 1 thought that it would 
suflicc to assert our neutral rights w ith arms, our 
right to use the seas against unlawful interference, 
our nght to keep our people safe against unlawful 
siolencc. But armed neutrality’, it now appears, is 
impramcablc Because submarmes are in effect 
outlaw’s w hen used as the German submannes have 
been used agamst merchant shipping, it is impos- 
sible to defend ships against their attacks as the 
law of ninons has assumed that merchantmen 
would defend themsebes against pmateers or 
cruisers, visible craft giving chase upon the open 
sea . There is one choice we cannot make, 
we ire incapable of making we will not choose 
the path of submission and suffer the most sacred 
rights of our Nation and our people to be ignored 
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or violated The wrongs against which we now 
array ourselves are no common w’rongs, they cut 
to the very roots of human life. 

With a profound sense of the solemn and even 
tragical character of the step I am taking and of 
the grave responsibiboes which it involves, but in 
iinhesitatmg obedience to svhat I deem my con- 
sntuoonal dut)’, I adnse that the Congress declare 
the recent course of the Imperial German Govern- 
ment to be in fact nothing less than w’ar against the 
gov'cmment and people of the United States, that 
It formally accept the status of belligerent which 
has thus been thrust upon it, and that it take im- 
mediate steps not only to put the country’ m a 
more thorough state of defense but also to exert 
aU Its pow’er and employ all its resources to brmg 
the Gosemment of the German Empue to terms 
and end the w’ar 

While we do these thmgs, these deeply mo- 
mentous thmgs, let us be very clear, and make 
very clear to all the world what our motives and 
our objects are My own thought has not been 
driven from its habitual and normal course by 
the unhappy events of the last two months, and I 
do not believe that the thought of the Nanon has 
been altered or clouded by them. I have exactly 
the same thmgs m mmd now that I had m mmd 
w’hen I addreised the Senate on the tw’eny-second 
of January’ last, the same that 1 had m mmd svhen 
I addressed the Congress on the third of February 
and on the rwenty’-sceth of February Our object 
now, as then, is to vmdicate the prmaples of peace 
and justice m the life of the world as against selfish 
and autocratic pow’er and to set up amongst the 
really’ free and self-governed peoples of the world 
such a concert of purpose and of action as will 
henceforth insure the observance of those pnn- 
aples. Ncutrabty is no longer feasible or desirable 
where the peace of the world is mvolved and the 
freedom of its peoples, and the menace to that 
peace and freedom lies m the e.xistence of auto- 
cratic poyemments backed by organized force 
which IS controlled wholly by their yvill, not by’ 
the w’DI of them people. We have seen the last of 
neutrality m such circumstances. We arc at the 
beginnmg of an age m which it will be insisted 
that the same standards of conduct and of re- 
sponsibilirv’ for wrong done shall be observed 
among nations and them governments that are ob- 
sened among the mdividual citizens of avilized 
states. 

We have no quarrel with the German people. 
We have no feclmg towards them but one of 
sy’mpathy and friendship It was not upon their 
impulse that their government aaed m entering 
this war It was not with their prenous know’Iedge 



ioo6 


THE NEW FREEDOAI 


or approval. It was a war determined upon as wars 
used to be determined upon in the old, unhappy 
days when peoples were nowliere consulted by 
their rulers and wars were provoked and waged 
m the mterese of dynasties or of little groups of 
ambitious men who were accustomed to use their 
fellow men as pawns and tools. Self-governed na- 
tions do not fill tlicir neighbor states with spies or 
set the course of intrigue to brmg about some 
critical posture of affairs which will give them an 
opportunity to strike and make conquest. Such 
designs can be successfully worked out only under 
cover and where no one has the right to ask ques- 
tions. Cunningly contrived plans of deception or 
aggression, carried, it may be, from generation to 
generation, can be worked out and kept from the 
light only witlun the privacy of courts or behmd 
the carefully guarded confidences of a narrow 
and privileged class. They arc happily impossible 
where public opinion commands and msists upon 
full iniormation concerning all the nation’s af^ 
fans. . . . 

One of the things that has served to convmcc 
us that the Prussian autocracy was not and could 
never be our friend is that from the very outset 
of the present war it has filled our unsuspecting 
communities and even our offices of government 
with spies and set criminal intrigues everywhere 
afoot against our national unity of counsel, our 
peace within and without, our industries and our 
commerce Indeed, it is now evident that its spies 
were here even before the war began, and it is 
unhappily not a matter of conjecture but a fact 
proved in our courts of )usDce that die intrigues 
which have more than once come perilously near 
to disturbmg the peace and dislocating the in- 
dustries of the countr)' have been carried on at the 
insrigation, with the support, and even under the 
personal du-cction of official agents of the Imperial 
Government accredited to the Government of the 
United States. Even in checlong these things and 
trying to e.\.tirpate them we have sought to put the 
most generous interpretation possible upon them 
because we knew that their source lay not in any 
hosdle feeling or purpose of the German people 
towards us (\vho were no doubt as ignorant of 
them as we ourselves were), but only m the selfish 
designs of a Government that did what it pleased 
and told its people nothmg. But they have played 
their part in serving to convince us at last that 
that Government entenains no real friendship for 
us and means to act against our peace and security 
at ICS convenience. Tliat it means to stir up enemies 
against us at our ver)’’ doors the intercepted note 
to the German Minister at Mexico City is eloquent 
evidence. 


We are acccpdng this challenge of hostile pur- 
pose because wc know that in such a Gov eminent, 
following such methods, wc can never have j 
fnend, and that in the presence of its organized 
power, always lying in wait to accomplish we 
know not what purpose, there can be no assured 
security for the democratic Governments of the 
world. Wc are now about to accept gage of batde 
with this natural foe to liberty and shall, if neces- 
sary', spend the w'hole force of tlic Nation to check 
and nullify its pretensions and its power. We are 
glad, now that we see the facts with no veil of false 
pretense about them, to fight thus for the ultimate 
peoples, the German people mcluded: for tlie 
rights of nations great and small and the privilege 
of men everywhere to choose their way of life 
and of obedience. The world must be made safe 
for democracy. Its peace must be planted upon the 
tested foundations of political liberty. We nave no 
selfish ends to serve. We desire no conquest, no 
dominion. Wc seek no indemnities for ourselves, 
no material compensation for, the sacrifices wo 
shall freely make. Wc are but one of the cham- 
pions of the rights of mankind. Wc shall be satis- 
fied vvhen those rights have been made as secure as 
the faith and the freedom of nations can make 
them. 

Just because we fight without rancor and svith- 
out selfish object, seeking nothing for ourselves 
but what we shall wish to sliarc with all free peo- 
ples, wc shall, I feel confident, conduct our opera- 
tions as belligerents without passion and ourselves 
observe with proud punctilio the principles of 
right and of fair play we profess to be figlitmg 
for, . . . 

It will be ail the easier for us to conduct our- 
selves as belligerents in a high spirit of right and 
faumess because we act without aninius, not in 
enmity towards a people or with the desire to 
bring any injury or disadvantage upon them, but 
only in armed opposition to an irresponsible gov- 
ernment which has thrown aside all considera- 
tions of humanity and of right and is runmng 
amuck. We are, let me say again, the sincere 
friends of the German people, and shall desire 
nothing so much as the early reestablishment of 
intimate relauons of mutual advantage between 
us,^howevcr hard it may be for them, for the 
tune being, to believe that this is spoken from our 
hearts. We have borne with their present Govern- 
ment through all these bitter months because of 
that friendship, — exercising a patience and for- 
bearance which vvould othenvise have been ini- 
possiblc. We shall, happily, still have an oppor- 
tunity to prove that friendship in our daily atn- 



1007 


THE UNITED STATES AND THE WORLD 


tude and actions towards the millions of men and 
women of German birth and native ssTopathy who 
live amongst us and share our life, and we shall 
be proud to prove it towards all w ho arc in fact 
loyal to their neighbors and to the Government 
m the hour of test. They arc, most of them, as 
true and loyal Americans as if they had never 
known any other fealty or allegiance They will be 
prompt to stand with us m rebuking and restram- 
uig the few who may be of a different mmd and 

n ose If there should be disloyalty, it will be 
with with a firm hand of stem repression, 
but, if It lifts Its head at all, it will hft it only here 
and there and without countenance except from a 
lawless and mahgnant few 
It is a distressmg and oppressive duty. Gentle- 
men of the Congress, which I have performed m 
thus addressing you There are, it may be, many 
months of fiery trial and sacrifice ahead of us. It 
IS a fearful thing to lead this great peaceful people 
into war, mto the most terrible and disastrous of 
all wars, civilization itself seeming to be in the 
balance. But the right is more preaous than peace, 
and we shall fight for the thmgs which we have 
always carried nearest our hearts, — for democ- 
racy, for the nght of those who submit to author- 
it)’ to have a voice m their own Governments, for 
the rights and liberties of small naaons, for a uni- 
versal domuiion of nght by such a concert of free 
peoples as shall bnng peace and safety to all na- 
nons and make the World itself at last free To 
such a task we can dedicate our lives and our for- 
tunes, everything that w e are and everything that 
we have, with the pndc of those who know that 
the day has come when America is privileged to 
spend her blood and her might for ttic pnncipics 
tnat gave her birth and happmess and the peace 
which she has treasured God hclpmg her, she can 
do no other 

2 PRFSE.vrisc THE Treaty for RAttncATioN (ao- 
DRE53 TO THE SE.VATE OF THE tUlFTED STATES, 
JULY 10, 1919 ) 

Gestix-vien of the Senate! 

The trearv’ of peace w ith Germany was signed 
at Versailles on the tvv entv -eighth of June I avail 
nivself of the earliest opportunity to lay the treaty 
before you for ratification and to infotm you w ith 
regard to the work of the Conference by which 
that treaty was formulated 
The United States entered the war upon a dif- 
ferent footing from every other nation except our 
associates on this side the sea k\'c entered it, not 
because our material interests were directly threat- 
ened or because any special treaty obligations to 
w hich w c w ere parties had been violated, but only* 


because we saw the supremacy, and even the vahd- 
it) , of nght everywhere put m jeopardy' and free 
government likely to be eve^’here imperiled by 
the mtolerable aggression of a power which re- 
spected neither nght nor obliganon and whose 
very system of government flouted the nghts of 
the citizen as against the autocratic authonty of 
his govemois. And m the settlements of the peace 
we nave sought no special reparation for ourselves, 
but only the restoranon of nght and the assurance 
of liberty everywhere that the effects of the settle- 
ment were to be felt We entered the war as the 
dismtcrested champions of right and we mterested 
ourselves m the terms of the peace In no other 
capacity 

The hopes of the nations allied agamst the Cen- 
tral Powers were at a very low ebb when our 
soldiers began to pour across the sea There was 
everywhere amongst them, except m their stoutest 
spbits, a somber foreboding of disaster The war 
ended In November, eight months ago, but you 
have only to recall what w as feared m midsummer 
last, four short months before the armistice, to 
realize what it was that our umely aid accom- 
plished alike for their morale and their physical 
safety’. A great moral force had flung itself 
into the struggle The fine physical force of those 
spirited men spoke of somethmg more than bodily 
vigor They carried the great ideals of a free peo- 
ple at their hearts and with that yision were un- 
conquerable. Their very presence brought reas- 
surance, them fighnng made victory certam, 

But 1 speak now of what they meant to the 
men by whose sides they fought and to the people 
with whom they mmgled vnth such utter sim- 
plicity, as friends who asked only to be of service 
They were for all the visible embodiment of 
America. What they did made Amenca and all 
that she stood for a hvmg reality in the thoughts 
not only of the people of France but also of tens 
of millions of men and women throughout all the 
toilmg nations of a world standing every’where 
in penl of its freedom and of the loss of everything 
It held dear, m deadly fear that its bonds were 
never to be loosed, its hopes forever to be mocked 
and disappomted 

An the compulsion of what they stood for was 
upon us who represented Amenca at the peace 
table. It was our duty to see to it that every de- 
cision we took part m contnTinted, so far as we 
were able to influence it, to quiet the fears and 
realize the hopes of the peoples who had been hv- 
ing in that shadow, the nations that had come by 
our assistance to their freedom It was our doty to 
do eveiythmg that it was withm our power to do 
to make the tnumph of freedom and of right a 
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lasung triumph in die assurance of which men 
nughc cvcrj'whcrc live without fear. 

Old entanglements of evert' kind stood in the 
way, — promises which Governments had made to 
one another in die days when might and right 
were confused and the power of the victor was 
without restraint Engagements w'hich contem- 
plated any dispositions of tcrritor}', any ettensions 
of sovcreignt}' that might seem to be to the in- 
terest of those who had the power to insist upon 
them, had been entered into without thought of 
w'hat the peoples concerned might w'lsh or profit 
by, and diesc could not always be honorably 
brushed aside. It w'as not easy to graft the new 
order of ideas on the old, and some of the fruits 
of the grafdng may, I fear, for a time be bitter. But, 
w’lth ver)’ few exceptions, die men who sat with 
us at the peace table desired as sincerely as we 
did to get away from the bad influences, the ille- 
^iriiiiate purposes, the demoralizing ambitions, the 
international counsels and expedients out of which 
the simstcr designs of Germany had sprung as a 
natural growth. . . . 

The atmosphere in which the Conference 
worked seemed created, not by the ambitions of 
strong govermnents, but by the hopes and aspma- 
nons of small nations and of peoples hithcno un- 
der bondage to the power that victory had shat- 
tered and destroyed. Two great empires had been 
forced into political bankruptcy, and w'c were the 
receivers. Our task was not only to make peace 
with the Central Empires and remedy the wrongs 
their armies had done The Central Empires had 
lived in open violation of many of the very rights 
for W'hich the w'ar had been fought, dominating 
alien peoples over whom they had no natural right 
to rule, enforcing, not obedience, but veritable 
bondage, exploiting those w'ho were weak for the 
benefit of those who W'cre masters and overlords 
only by force of arms. There could be no peace 
until the w’hole order of Central Europe w’as set 
right. . . . 

And out of the execution of these great enter- 
prises of libert)' sprang opportunities to attempt 
W'hat statesmen had never round the w'ay before to 
do; an opportunity' to throw' safeguards about the 
rights or racial, national and religious minorities 
by solemn international covenant; an opportunity' 
to limit and regulate military establishments w'herc 
they W'crc most likely to be mischievous; an op- 
pominitp to effect a complete and systematic inter- 
nationalization of w'aterw'ays and railways which 
W'crc necessary' to the free economic hfc of more 
than one nation and to clear many' of the normal 
channels of commerce of unfair obstructions of 
law or of privilege; and the very' welcome oppor- 


tunity to secure for labor the concerted protec- 
tion of definite international pledges of principle 
and practice. 

These were not tasks w’liich the Conference 
looked about it to find and went out of its way 
to perform They w'crc inseparable from the set- 
tlements of peace. They' xvere thrust upon it bv 
circumstances which could not be overlooked. 
The W'ar had created them. In all quarters of the 
world old-established relationships had been dis- 
turbed or broken and affairs were at loose ends, 
needing to be mended or united again, but could 
not be made what they were before. They had 
to be set right by' applying some uniform principle 
of justice or enlightened expediency. And they 
could not be adjusted by merely' prescribing in a 
treaty' what should be done. New states were to be 
set up which could not hope to live through their 
first period of weakness without assured suppon 
by the great nations that had consented to their 
creation and won for them their independence. 
111-govemed colonies could not be put in the hands 
of governments which w'cre to act as trustees for 
them people and not as their masters if there was 
to be no common authority among the nations to 
W'hich they' were to be responsible m the e.\ccution 
of their trust. Future international conventions 
with regard to the control of w'aterways, with re- 
gard to ilbcit traffic of many kinds, in arms or m 
deadly drugs, or with regard to the adjustment of 
many varying international administrative ar- 
rangements could not be assured if the treaty' were 
to provide no permanent common international 
agency, if its execution in such matters was to be 
left to the slow and uncertain processes of cooper- 
ation by' ordmary methods of negotiation. If the 
Peace Conference itself was to be the end of 
cooperative authority' and common counsel among 
the governments to which the world w'as looking 
to enforce justice and give pledges of an enduring 
settlement, regions like the Saar basin could not 
be put under a temporary administrative rdginie 
which did not mvolve a transfer of political sov- 
ereignty and W'hich contemplated a final deter- 
mination of its political connections by popular 
vote to be taken at a distant date; no free city' like 
Danzig could be created which w'as, under elab- 
orate international guarantees, to accept excep- 
tional obligations w'lth regard to the use of its 
port and exceptional relations with a State of 
which it was not to form a part, properly' safe- 
guarded plebiscites could not be provided for 
where populations were at some future date to 
make choice what sovereignty' they would live 
under, no certain and uniform method of arbitra- 
tion could be secured for the settlement of antici- 
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piled difficulrics of final decision with regard to 
mm) matters dealt with m the treaty itself, the 
long-contmucd supemsion of the task of repara- 
non which Germany was to undertake to corn- 
icle withm the next generation might enorely 
teak down, the reconsideration and revision 
of admmistraQve arrangements and resmenons 
which the treaty presenbed but which it was 
lecognaed might not prove of lasting advantage 
or entirely fair if too long enforced would be im- 
practicable. The promises governments were mak- 
ing to one another about the way in which labor 
was to be dealt with, by law not only but m fact 
as well, would remain a mere humane thesis if 
there was to be no common tribunal of opmion 
and judgment to which liberal statesmen could 
resort for the mfluences w hich alone might secure 
their redemption. A league of free nations had be- 
come a practical necessity. Examme the treaty of 
peace md j ou will find mat evetywhere through- 
out Its mamfold provisions its flamers have felt 
obliged to turn to the League of Nanons as an m- 
dispensable instrumentality for the mamtenance of 
the new order it has been their purpose to set up 
m the world,— the world of civdtzed men. 

That there should be a League of Nations to 
steady the counsels and mamtain the peaceful un- 
derstmdings of the world, to make, not treaaes 
alone, but the accepted pnnaples of international 
law as well, the actual ride of conduct among the 
governments of the world, had been one of the 
agreements accepted from the first as the basis of 
peaee wnth the Central Powers. The statesmen of 
all the belhgerent countnes were agreed that such 
a league must be created to sustam the settlements 
that were to be effected But at first 1 thmk there 
was a fcelmg among some of them that, while it 
must be attempted, the formation of such a league 
was perhaps a counsel of perfection which prac- 
tical men, long eipcnenceo in the world of affairs, 
must agree to very cautiously and with many mis- 
giruigs. It was only as the difficult work of ar- 
rangmg an all but umversal adjustment of the 
world’s affairs adianced from day to day from 
one stage of conference to another that it became 
eiidcnt to them that what they were scekmg 
would be little more than something written upon 
pajier, to be mterpreted and apphed by such 
methods as the chances of pobtics might make 
available if thc\ did not pros ide a means of com- 
mon counsel w hich all were obliged to accept, a 
common authonty whose decisions W'oulti be 
recognized as decisions which all must respect. 

And so the most praaical, the most skeptical 
among them turned more and more to the League 
as the authonty through which international ac- 


tion wns to be secured, the authority without 
which, as they had come to see it, it svoiild be diffi- 
cult to give assured effect either to this treaty or 
to any other mtcmational understandmg upon 
which they were to depend for the mamtenance 
of peace The fact that the Givenant of the League 
was the first substantive part of the treaty to be 
worked out and agreed upon, while all else was 
ra soluDon, helped to make the formulauon of the 
rest easier The Conference was, after all, not to 
be ephemeral The concert of nations was to con- 
tmue, under a definite Covenant which had been 
agreed upon and which all were convmced was 
workable They could go forward svith confi- 
dence to make arrangements mtended to be per- 
manent. The most practical of the conferees were 
at last the most ready to refer to the league of 
Nations the supermtendence of all mterests which 
did not admit of unmediate determmaQon, of all 
administrative problems which were to require a 
cononning oversight. What had seemed a counsel 
of perfection had come to seem a plam counsel of 
necessity The League of Nations was the practical 
statesman’s hope of success m many of the most 
difficult thmgs he was attempting 
And It had validated itself m the thought of 
every member of the Conference as something 
much bigger, much greater every way, than a 
mere instrument for carrymg out the provisions of 
a particular treaty It was umversally recognized 
that all the peoples of the world demanded of the 
Conference that it should create such a contmu- 
ing concert of free nations as would make wars of 
aggression and spolianon such as this that has just 
ended forever unpossible. A cry had gone out 
from every home m every stneken land from 
which sons and brothers and fathers had gone 
forth to the great sacrifice that such a sacrifice 
should never again be exacted It was manifest why 
It had been exacted It had been exacted because 
one nation desued donumon and other nations 
had known no means of defense except armaments 
and alliances. War had lain at the heart of every 
arrangement of the Europe, — of every arrange- 
ment of the world, — that preceded the war Res- 
uve peoples had been told that fleets and armies, 
which they toiled to sustain, meant peace, and 
they now knew that they had been bed to that 
fleets and armies had been mamtained to promote 
national ambitions and meant war They knew 
that no old policy meant anythmg else but force, 
force,— alu'ays force. And they knew that it was 
mtolerable. Every' true heart m the world, and 
enlightened judgment demanded that, at 
whatever cost of mdependent action, every gov- 
ernment that took thought for its people or for 
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justice or for ordered freedom should lend itself 
to a new purpose and utterly destroy the old order 
of international politics. Statesmen ought see diffi- 
culties, but the people could see none and could 
brook no denial A war in which they had been 
bled white to beat the terror that lay concealed 
in ev'ery Balance of Power must not end in a mere 
victory of arms and a new balance The monster 
that had resorted to arms must be put in chains 
that could not be broken. The muted power of 
free nations must put a stop to aggression, and the 
world must be given peace. If diere was not the 
will or the intelligence to accomphsh that now, 
there must be another and a final war and the 
world must be swept clean of every power that 
could renew the terror The League of Nations 
was not merely an instrument to adjust and rem- 
edy old wrongs under a new treaty of peace; it 
was the only hope for mankind. Again and again 
had the demon of war been cast out of the house 
of the peoples and the house swept clean by a 
treat}’ of peace, only to prepare a time when he 
would enter in agam with spirits worse than him- 
self. The house must now be given a tenant who 
could hold it against all such Convenient, indeed 
indispensable, as statesmen found the newly 
planned League of Nations to be for the execu- 
tion of present plans of peace and reparation, they 
saw It m a new aspect before their work was fin- 
ished. They saw it as the mam object of the peace, 
as the only thmg that could complete It or make 
it worth v/hile. They saw it as the hope of the 
world, and that hope they did not dare to disap- 
pomt Shall we or any other free people hesitate 
to accept this great duty’ Dare we reject it and 
break the heart of the world? 

And so the result of the Conference of Peace, 
so far as Germany is concerned, stands complete. 
The diSiculties encountered were very many. 
Sometimes they seemed insuperable. It was impos- 
sible to accommodate the interests of so great a 
body of nations, — interests which directly or in- 
directly affected almost every nation in the world, 
— without many minor compromises The treaty’, 
as a result, is not exactly what we would have 
written It is probably not what anj’ one of the 
national delegations would have written. But re- 
sults were worked out which on the whole bear 
test. I think that it wiU be found that the com- 
promises which were accepted as inevitable no- 
where cut to the heart of any prmciple. The work 
of the Conference squares, as a whole, with the 
principles agreed upon as the basis of the peace 
as well as with the practical possibilities of the 
mtemotional situations w'hich had to be faced and 
dealt with as facts 


I shall presently have occasion to lav before j oa 
a speaal treaty w'ith France, whose object is die 
temporary protection of France from unpro- 
voked aggression by the Power with whom this 
treaty of peace has been negotiated. Its terms link 
it with this treaty. I take the hbertj’, however, of 
reserving it for special cxphcatiort on another oc- 
casion. 

The role which America was to play m the Con- 
ference seemed determined, as I have said, before 
my colleagues and I got to Paris, — determmed bv 
the universal expectations of the nations whose 
representatives, drawn from all quarters of the 
globe, we were to deal with. It w'as umversally 
recognized that America had entered the w ar to 
promote no private or peculiar interest of her oira 
but only as the champion of rights which she was 
glad to share with free men and lovers of justice 
everj’where. We had formulated the principles 
upon which the settlement was to' be made,— the 
prmciples upon which the armistice had been 
agreed to and the parleys of peace undenaken,— 
and no one doubted that our desire was to see the 
treaty’ of peace formulated along the actual Imes 
of those principles, — and desired nothmg else. We 
were welcomed as disinterested friends We were 
resoned to as arbiters in many a difficult matter. 
It was recognized that our material aid would be 
indispensable in the days to come, when industry' 
and credit would have to be brought back to their 
normal operation agam and communities beaten 
to the ground assisted to their feet once more, and 
it was taken for granted, 1 am proud to say, that 
we would play the helpful friend in these things 
as in all others without prejudice or favor. We 
were generously accepted as the unaffeaed cham- 
pions of what was right. It was a very responsible 
role to play; but I am happy to report that the fine 
group of Americans who helped with their expert 
advice in each part of the varied settlements sought 
in ever}’ transaction to justify the high confidence 
reposed in them. 

And that confidence, it seems to me, is the meas- 
ure of our opportunity and of our duty’ in the da} s 
to come, in which the new hope of the peoples of 
the world is to be fulfilled or disappointed. The 
fact that Amenca is the friend of the nations, 
whether they be rivals or associates, is no new 
fact. It is only the discovery of it by the rest of 
the world that is new. 

America may be said to have just reached her 
majority as a world power. It was almost exaedy 
twenty-one years ago that the results of the war 
with Spain put us une.\-pectedly in possession of 
rich islands on the other side of the world and 
brought us into association with other govern- 
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mcnts m the control of the West Indies, It was 
regarded as a sinister and ominous thmg by the 
statesmen of more than one European chancellcrj' 
that «e should hate extended our power beyond 
the confines of our conunental dommions. They 
Mere accustomed to think of new neighbors as a 
new menace, of rivals as watchful enemies There 
were persons amongst us at home who looked with 
deep disapproval and avowed anxiety on such ex- 
tensions of our national authontj’ over distant 
islands and over peoples whom mey feared we 
might exploit, not serve and assist But we have not 
exploited them. We have been their friends and 
have sought to serve them And our dommion has 
been a menace to no other nation. We redeemed 
our honor to the utmost m our dealm^ with Cuba 
She IS weak but absolutely free, and it is her trust 
m us that makes her free Weak peoples every- 
where stand ready to give us any authority among 
them that will assure them a like fnendly over- 
sight and direction They know that there is no 
ground for fear m receiving us as their mentors 
and guides. Our isolation was ended twenty years 
ago, and now fear of us is ended also, our counsel 
and assoaauon sought after and desired There 
can be no question of our ceasing to be a world 
power The only question is whether we can re- 
fuse the moral leadership that is offered us, 
whether we shall accept or reject the confidence 
of the w orld 

The war and the Conference of Peace now sit- 


ting m Pans seem to me to have answered that 
question Our participaBon m the war established 
our position among the nations and nothing but 
our own mistaken action can alter it. It was not an 
accident or a matter of sudden choice that we are 
no longer isolated and devoted to a pohey which 
has oiilV our own mterest and advantage for its 
object it was our duty to go m, if we were mdeed 
the champions of liberty and of right. We an- 
swered to the call of duty m a way so spirited, so 
utterly without thought of what we spent of blood 
or treasure, so effective, so worthy of the admira- 
tion of true men everywhere, so wrought out of 
the stuff of all that was heroic, that the whole 
world saw at last, m the flesh, m noble action, a 
great ideal asserted and vmdicated, tty a Nation 
3 iey had deemed material and now found to be 
compact of the spiritual forces that must free men 
of every nation from every unworthy bondage. It 
IS thus that a new r 61 e and a new responsibility 
have come to this great Nation that we honor and 
which we w ould all wish to lift to yet higher levels 
of service and achievement. 

The stage is set, the destmy disclosed It has 
come about by no plan of our conceiving, but by 
the hand of God who led ns mto this way. We 
cannot rum back We can only go forward with 
lifted eyes and freshened spirit, to follow the 
vision It was of this that we dreamed at our birth 
America shall m truth show the way The light 
streams upon the path ahead, and nowhere else. 


HENRY CABOT LODGE 


Henry Cabot Lodge led the fight against the 
League m the United States Senate w'here he 
had become chairman of the Foreign Rebaons 
Committee by virtue of the Repubhean victory 
m the ipi8 elections. Lodge’s own The Senate 
and the League of Nations (Ncwi York, 1915) 
reveals something of the spint in which that 
struggle was earned on. Lodge was a partisan, 
an isolationist, a bitter and perhaps even envi- 
ous foe. It IS difficult to disentangle motives in 
such a complex situation At the same time, it 
must not be forgotten that there were those 
among Wilson’s opponents who honestly 
feared European entanglements, who knew the 
Treaty was 0 bad one, and who were dismayed 
at Wilson’s stubbornness All these combined 
to demand an immediate and formal end to the 


war, the League could be discussed later and 
without heat Had they reversed the process. 
It may be said parenthetically, they might have 
been closer to the realities 
Wilson made a number of appeals to the 
Senate In August, he met with its Committee 
on Foreign Relations and agam sought to prove 
that the Umted States had nothing to fear 
from the League We were free to withdraw 
when we chose, the Monroe Doctnne was 
recognized in the Covenant — thus becoming 
part of the body of received international law 
for the first time, and our obligations were 
moral rather than legal in their essence Though 
the Committee was not convinced by the Presi- 
dents arguments, less than a dozen Senators 
opposed the League in any form Most of the 
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Senate agreed \\ith Republicans like Taft, 
Root, Hughes and Hoover: the Treaty and the 
League should be accepted wth certain modifi- 
cauons. As chairman of the Senate’s Foreign 
Relations Committee, Lodge reported the 
Treaty out with a series of reservations. These 
released the United States from obligauon to 
implement Article X of the Covenant, to ac- 
cept a mandate, to sen^e on a League commit- 
tee, or to engage in economic sanctions with- 
out the consent of Congress. As a further safe- 
guard of sovereignty, the United States was 
to be sole judge of the fulfillment of its obhga- 
tions. 

The Senate proceeded to adopt a preamble 
to the Treaty which declared that it was not 
to be bindmg until three of the four associated 
powers should accept the United States reser- 
vations. At this poult, Wilson interposed: if 
the Powers were to comply with the Senate’s 
conditions, the entire conference must reas- 
semble and the Treaty be re-submitted to Ger- 
many. Since Wilson considered that the reser- 
vations vitiated the Treaty, he urged that the 


Democrats vote against them Ratification with 
resert^ations was thus defeated; unconditional 
ratification failed even more signally. 

Since the Senate showed itself recalcitrant 
— ^whether in response to Mhlson’s obstinacy 
or in ansiver to dehberate maneuvenng to 
secure the Treaty’s defeat, a choice the reader 
must make for himself on the basis of Lodge’s 
book — Wilson’s last hope was to appeal to the 
people against the Senate. He made a tour of 
the Middle and Far West, he was followed by 
Republican orators; spokesmen for European 
minority groups who felt they had been 
wronged by the Treaty also joined their voices 
to the debate — and the confusion. The ques- 
tion of world peace itself was hopelessly lost in 
the wrangling. Then Wilson fell ill. Congress 
completely escaped his control, and the battle 
was lost. The United States never ratified the 
Treaty, and in 1921 by resolution simply de- 
clared the u'ar was over. 

The selections here repnntcd are from 
Lodge’s book and are published by permission 
of Charles Scribner’s Sons. 


The Senate and the League of Nations 

BY HENRY CABOT LODGE 


Chapter VII: The Coming of Peace 

. . On the morning of Sunday, March 2nd, 
Senator Brandegce came to my house soon after 
breakfast and told me that it seemed to him of the 
last importance that at that juncture some declara- 
tion should be made, securing for it if possible the 
signatures of more than one-third of the Senate, to 
the effect that a League of Nauons such as it was 
understood was to be proposed, and the outlines 
of which had been given through the press, could 
not be passed. I was very much struck by the 
proposition, and he had no difficulty in convinc- 
ing me of Its essential and even vitd importance. 
We discussed it for some time and then went to 
see Senator Kno.v and asked him to draft the 
declaration, which he did, and we went over his 
draft with him later in the day I then took the 
draft on Monday morning and went first to see 
Senator Cummins, who was one of the oldest and 
most distinguished Senators on our side, and asked 
him to consider it and told him that I hoped he 


would be ready to sign it. He went over it with 
care, suggested two amendments, as I remember, 
to which no one could object and which 1 re- 
garded as improvements, and then those of us 
who had been interested m gettmg it up signed 
It and proceeded to circulate it on our side or the 
chamber. VVe did not think it desuable to ask any 
Democrats to sign We knew there were Demo- 
cratic Senators opposed to the League, but we did 
not wish to mvolve or embarrass them, and we also 
were able to cxerase a greater freedom m taking 
this position than was possible for them. Just be- 
fore midnight on the 3rd of March I arose m the 
Senate and read the declaration and the signa- 
tures, which made certain the printing of the 
declaration in the Record. Its consideration was 
clearly out of order in the condition of the exist- 
ing business, one objection was certam to put it 
over and that objection was made by Senator 
Swanson of Virginia Our purpose, however, had 
been served The declaration went out to the 
world and before the ne'st morning we had by the 
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arrn-al of Senator Elluns of West ViTBinia and 
a telegram from Senator Fall of New Mexico two 
addinonal signatures, making m all thirty-mne 
signers. One-third of the Senate was of coarse 32, 
so that It was perfectly clear that a proposal for a 
League of Natrons which did not have reservations 
meeting the objections expressed m the declara- 
non could not pass the Senate, that is the Senate 
would not advise and eonsent to it The declara- 
tion with the signatures read as follows 

“UTiereas under the Constitution it is a function 
of the Senate to advise and consent to, or dissent 
from, the ranlication of any treaty of the United 
States, and no sueh trearv' can become operative 
without the consent of the Senate expressed by 
the aflirmative vote of two-thirds of the Senators 
present, and 

"kVhereas owmg to the victory of the arms of 
the Umted States and of the nations with whom it 
is associated, a peace conference was convened 
and IS now in session at Paris for the purpose of 
settling the terms of peace, and 
“Whereas a committee of the conference has 
proposed a constitution for a league of nations and 
the proposal is now before the peace conference 
for Its consideration Now, therefore, be it 
“Resolved by the Senate of the United States tn 
she discharge of us constsnttional duty of advice in 
regard to treaties, That it is the sense of the Senate 
that while it b their sincere desire that the nations 
of the world should unite to promote peace and 
general disarmament, the constitution of the league 
of nations in the form now proposed to the peace 
conference should not be accepted by the Umted 
States, and be it 

“Resolved further. That it is the sense of the 
Senate that the negotiations on the part of the 
United States should unmediately be directed to 
the utmost expedition of the urgent busmess of 
negotiating peace terms wuth Germany sattsfac- 
tor)' to the United States and the nations with 
whom the United States is associated in the war 
against the German Government, and that the pro- 
posal for a league of nations to insure the perma- 
nctu peace of the world should be then taten up 
for careful and senous consideration 
“The undersigned Senators of the United States, 
Members and Members elect of the Sixt)’-sixth 
Congress, hereby declare that, if they had had the 
opportimits. thev would have voted for the fore- 
going resolution 

Henrv Cabot Lodge. MTHtam M Colder 
Hiilandcr C Knox Henrj W Kev es 

I Jw rcnce Y Slicrman Iloics Penrose. 

Hanj S New. Carroll S Page. 
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George H Moses. George P McLean. 

J W Wadsworth, Jr Joseph Irwin France 

Bert M Femald MediU McCormick. 

Albert B Cummins Charles Curtis. 

F E. Warren * LawTence C Phipjjs. 

James E. Watson. Seldon P Spencer 

Thomas Sterlmg Hiram Johnson 

J S Frelmghuj’sen Charles E. Townsend. 

W G Harding William P Dillmgham 

Frederick Hale. I I- Lenroor 

William E. Borah. Miles Pomdeiter 

• Walter E. Edge, Howard Sutherland 

Reed Smoot. * Truman H Newberry 

Aslc J Gronna * L, Heisler Ball. 

Added the next mommg 
Davis Elkins of West Virginia 
Albert B Fall of New Mexico " 

I call attention to this declaraDon and the man- 
ner in which It was made and then published not 
only to the people of the Umted States but to the 
people of Europe, because it has an especial sig- 
nificance which must not be overlooked. The 
United States and the Senate were much cnticizcd 
m Europe, and the President and the Alhed Pow- 
ers kept urging directly or by implication to the 
proposiaon that we were bound to accept the 
Versailles Treaty because President Wilson had 
negotiated and signed it. On the part of the Presi- 
dent, this was an attempt to overthrow the pow- 
ers of the Senate and thus mdirectly to violate and 
set aside the provisions of the Ciinstimtion On 
the part of the Allied Powers, it was the busmess 
of their olEcial representatives to know what our 
consntutional provisions were and that no treaty 
would bmd the United States unless accepted and 
approved by the Senate, whether wnth or without 
amendments or reservations. The public men of 
England and France, especially those of England, 
knew this fact, m any event, it was their busmess 
to know it, whether they actually knew it or 
not. 

Chapter X The League in the Senate 

1 win frankly confess that m the time which 
has elapsed smee the Senate’s discussion of the 
League I have become more and more satisfied, 
although I V oted m the opposite way, that the final 
decision of the Senate was correct Every day of 
the League’s existence has convmccd me of the 
wisdom of the United States m holdmg itself aloof 
from Its useless and at the same time dangerous 
provisions In practice the League has thus far 
proved futile for the purpose for which it vvuis 
ostensibly designed and loudly proclauned It has 

• Senators Elect. 



THE NEW FREEDOM 


1014 

done nothing to stop wars. ... In the nature 
of things and in its own being the League cannot 
do anything to stop wars. As a meeting of the 
representatives of the governments, not of the 
people, of the different nations, it has engaged in 
a great deal of debate and conversauon; but it has 
effected nothing of vital consequence to the cause 
of world peace. Those matters in which it has 
taken action were in some instances innocent and 
meritorious and in others trifling or futile. Really 
to fulfill the advertised intention of its framers, it 
would have beeh necessary to put force behind the 
League, and if there had been an international 
army and an international commander to carry out 
the behests of the assembly and the council of the 
League, the covenant would have become a 
breeder of wars and not a promoter of peace. As 
it IS, it can at least be said of the League that it is 
harmless and that occasional mtemational confer- 
ences or conversations may be beneficial. The 
value of the great and, I think I may say, histone 
debate in the Senate was that ever)’^ day the Amer- 
ican people learned more clearly what the cove- 
nant of the League of Nations which Mr Wilson 
presented to them really meant, what dangers it 
threatened and what perilous purposes it might 
conceal. It was a very remarkable debate. It ren- 
dered an immense service in the mstruction of the 
people. It vindicated the wisdom of the provisions 
of the American Constitution in regard to the 
trcat)f-making power and also the capacity of the 
Senate as a body to rise to the heights of a very 
great occasion The failure of the Senate to give 
Its advice and consent to the ratification of the 
Treaty of Versailles on the second vote, in March, 
1920, however, came much nearer defeat than is 
generally realized. Those who voted for the ac- 
ceptance of the Treaty voted in good faith; so did 
those of the Democrats who voted against it, and 
all the Republicans. Without a thought of self they 
were guided by a deep sense of duty to this coun- 
tty. As the final vote drew near, however, I felt 
convinced that it was quite possible that the treaty 
with the reservations would be adopted by the 
Senate because it was obvious to me that on this 
final and crucial test a majority of the Democrats 
would be unwilling to vote against ratification. 
But 1 also felt convinced that President Wilson 
would prevent the acceptance of the treaty with 
reservations if he possibly could. I based this opin- 
ion on the knowledge which I had acquired as to 
Mr. Wilson’s temperament, intentions and pur- 
poses. 1 had learned from a careful study of the 
President’s acts and utterances during those trying 
days — and it was as important for me to under- 
stand liim as It was for his closest friends — that 


the key to all he did was that he thought of eicry- 
thmg m terms of Wilson. In other words, Air. 
Wilson in dealmg with every great question 
thought first of himself. He may have thought of 
the country next, but there was a long intcnal, 
and in the competinon the Democratic Part}’, I 
will do him the jusnee to say, was a poor third. 
Mr. Wilson was devoured by the desure for power. 
If he had been a soldier and a man of fighung tem- 
perament, the Government of the Umted States 
would have been in grave danger. He was ob- 
stinate and up to a certain point determined, but 
he was not a fighting man and he never could have 
led an army or controlled those who would have 
led It for him, as was done by a very inferior type 
of man, the 3rd Napoleon. Mflien it came to actual 
conflict he lacked nerve and daring, although with 
his temperament I doubt if he lacked the will. He 
had as great an opportunity as was ever given in 
human history to one man. He could have settled 
the affairs of the world from the White House 
and taken a position both at the time and in the 
opinion of posterity which it would have been 
hard to rival. He would have had the world at 
his feet, but he could think only of hunsclf, and 
his own idea w as and had been for a long time that 
the part for hun to play was that of the great 
peacemaker. First there was to be no war; we were 
“too proud to fight.’’ Then when the war came, it 
was to be “a httle war"; then it was to be “a peace 
without victory.” When the great forces let loose 
by the war got beyond his control and the final 
settlement came, his one thought appeared to be, 
as disclosed by his words and acts, to create a sys- 
tem of which he would be the head, and to that 
everythmg was made subservient. The people with 
whom he was associated during his visits to Eu- 
rope soon discovered this, and by yielding to his 
demand for the establishment of a League of Na- 
tions at just that time, and then by judiciously 
threatening its defeat, they compelled hun to do 
everything they desired, and many of the evil 
thmgs that were done and to which Mr. Wilson 
unwillmgly assented, notably the surrender of 
Shantung to Japan, it is only fair to say were 
forced upon hun because he was ready to sacrifice 
everj’thmg to his own purposes, to the League 
upon which he had pinned his hopes, in other 
words, to himself. 

The most striking illustration of his absorption 
in himself to the exclusion of everything else was 
shown at the time of the last vote in the Senate 
on the VersaiUes Treaty’. After the vote had been 
taken and the Treaty’ defeated. Senator Bran- 
degee, an “irreconcilable,” turned to me and said, 
“We can always depend on A'lr. Wilson. He neier 
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haJ filled ns. He has used all his powers to de- 
feat the Treaty, because we would not ratify it m 
|ust the form which he desired ” I relied, “That 
IS quite true Without his efforts the "'oold 

have been accepted by the Senate today *' This is 
shown by the figures. Of the 47 Democratic Sen- 
ators, we had 13 for the Treaty Twenty-four 
Democrats voted against it and, combmed with 
the If irreconolables on the Repubhean side they 
were more than enough to deprive the Treaty of 
the two-thirds vote necessary for raaficaaon. If 
Mr. U'ilson had said 1 favorable word to his per- 
sonal supporters, the Treaty with the reservaaonS 
uould have been accepted by the Senate As ir 
was, he was obliged to utert all his po\s er to pre- 
vent Its acceptance with the reservations, and 
two of his Cabinet officers were on the floor of 
the Senate on that last day using every possible 
effort to heep eno^h Democrats m Ime to assure 
the defeat of the Tmty 
As I have already said, 1 do not regret the result 
now. I thmlt it was a fortunate result. But the 
Treat)’ would have been accepted by the Senate 
on the 19th of March, 1910, if it had not been for 
Mr Wilson, and the defeat of the Treaty with the 
reservations was owing entirely to his determina- 
tion to hate his own way, and to dominate the 
situation I do not wish to be unjust to Mr Wilson 
in any way, and, therefore, it is only fair for me 
to say that the final defeat of the Treaty of Ver- 
sailles and the League of Nations was owmg to 
hts efforts and to his unyielding attitude. 
Rather than yield m any degree or upon any essen- 
tial point in the treaty which he submitted, he 
was ready to join with those who were opposed 
to the covenant of the League of Nauons on any 
terms and defeat the whole Treaty of Versailles 
He had already m his speech at Salt Lake City 
declared this position upon Article 10, the article 
of which he was the author He would not con- 
sult, he would not advise, he would not consider 
any change of meaning or consequence. He was 
detemimed to hate the Treaty m every essential 
point e.sactlv as he had approt cd it in Pans, and 
nothing else In other words he was so set upon 
hat mg his own tva) that he w’as ready to destroy 
the Treat)’ of Versadics, which tvas framed to re- 
place a t ictonous war tt ith a victorious peace, 
rather than permit any modification m the terms 
of the League of Nations which he had identified 
with himself I do not emphasize this point for 
the purpose of placmg upon Mr Wilson the rc- 
^onsibilitv for the dcfcar m the Senate of the 
t ersaillcsTrcat)’ This is a tt holly secondart point 
and there were plcnt) of men holding posinons 
of power and with profound contictions, into 
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which no thought of self entered, who beheved 
that the acceptance of the League of Nations 
tvonld be a betrayal of this country and who were 

uire ready to share with him, although for totally 

ifferent motives, the responsibihy of defeatu^ 
the Treaty I have dw elt Upon the President’s atti- 
tude toward the Treaty while pendmg in the Sen- 
ate not to cnacise or censure nun but because his 
attitude and his acoon m this great crisis throw 
a flood of light upon ?Hr Wilson himself, exhibit 
his temperament and demonstrate the soundness 
of my estimate of him at the time and the truth of 
the proposinon that the key to fiis action always 
was to be found in the fact that he thought of 
evcTyrhing and of every question m terms of his 
own personal mterest. The thought of self always 
overshadowed m the nlnmate decision and effaced 
every other consideration It Was shown m his 
well known dislike to consult With any one who 
disagreed with him. It was displayed in the cold 
way m which he dropped mto the well of forget- 
fulness some of those nearest to him, who, whether 
nghtly or wrongly, had served and followed hmi 
with the utmost lovalt) .... 

That he was a man of ability cannot be ques- 
tioned. He always spoke well, although he was 
criticised for havmg an academic manner, which 
was not to me a disparagement. His style in wnt- 
mg and speaking was clear and forcible. His Eng- 
lish was excellent, although he had a fondness for 
phrasemakm^, which, as often happens, proved on 
several occasions a dangerous gift. He had thought 
and W’ntten much m regard to systems of govern- 
ment, parocularly our own, and he was a writer 
upon and a student of Amencan histoty He was 
enntely capable of thmkmg for himself and quite 
independently, as his writings show, contammg as 
they do many statements which atcamed to a wide 
subsequent mterest when they came mto conflict 
with opmions and views which the events of the 
time caused him to express after he was President. 
He was not a scholar in the true sense at all, al- 
though the new’spapers were fond of applymg that 
term to hun, as they are apt to apply it to anyone 
who has held a position of educational importance. 
To give one lirae lUustranon of what I mean. Um- 
vcrsal negames are always perilous, but I can only 
say that 1 have never noticed but once in any of 
Mr Wilson’s wntings or speeches a classical allu- 
sion 

It IS not possible, however, to discuss Mr Wil- 
son, even m the most general way, or to make any 
attempt to give an impression of his temperament 
and character without some allusion to v. hat was 
constant])’ bemg said by his unlimited admirers 
about his idealism— that he was a self-sacnficmg 
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idealist; I think the word “martj’r” was not in- 
frequently used. He and a certam group of sup- 
porters were especially fond of talking about 
“vision," and I took occasion to say in my speech 
of August 12, 1919, that “vision" and “men of 
vision” are one thing but that “visionaries" arc 
something entirely different. The same may be 
said in regard to idealism. 

Mr. Wilson was a master of the rhetorical use 
of idealism. He spoke the language verj' well and 
he convinced many people who were content with 
words that he was a man of vision and one ready 
to sacrifice all to his ideals. He had a selection of 
phrases which he used very skilfully. I might say, 
for instance, that “breaking the heart of the world” 
was one and “makmg the world safe for democ- 
racy” was another, while “vision,” “uplift” and 
“forw'ard-looking” were seldom absent. These are 
fair examples of his successful use of this form 
of popular appeal. But no one who ever studied 
Mr. fVilson’s acts, whether as an opponent or as 
a supporter, if at all clear-sighted, could fail to 
perceive that in dealing with pohtical or inter- 
national questions, whether great or small, Mr 


Wilson was c.\-tremely practical and always had in 
view some material and defimte purposes which 
would result, if successful, possibly m benefit to 
the world, certainly m benefit to himself. . . . 

There are those still extant who speak of Mr. 
Wilson as a “very great man.” An able man in 
certain ways, an ambitious man in all ways he cer- 
tainly was, by no means a commonplace man. But 
“very great men” are extremely rare. Air. Ufilson 
was not one of them. He was given the greatest 
opportunity ever given to any public man in mod- 
ern times which we may date from the Revival of 
Learning in Europe. Having this opportunity he 
tried to use it and failed. The failure necessarily 
equalled the opportumty in magnitude and the 
fadure was complete and was all his own. No one 
could have destroyed such a vast opportunit)' ex- 
cept the man to whom it was given, and in this 
work of destruction unaided and alone Mr. Wil- 
son was cnurely successful. Difficult as such an 
achievement in the face of such an oppominiw 
Was, It does not warrant describing the man who 
wrought the destruction in any sense as a “very 
great man.” 
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THE GOLDEN NINETEEN 
TWENTIES 




!. WORK AND WEALTH 


Population Grovjth and Changes In the 
thirty years from 1870 to 1900, the popula- 
tion of the United States had doubled m size, 
but in the thirty years from igao to tgjo. 
Its increase w-as but little more than 60 per- 
cent. In 1930, the population of the United 
States was 122,800,000 The slotving down of 
the country's growth tvas due to the follow- 
ing factors the rcsmction of immigration, 
the movement from the country to the cities, 
and the wider exercise of birth control, par- 
ucularly as more and more of the residents 
of the ernes became members of the middle 
class Too, Amenca’s inhabitants were con- 
centranng in specific areas New York and 
California were gromng greatly, as were also 
Michigan, Texas, Ilhnois, and Florida On the 
other hand, the pnmacy of New England was 
now a thmg of the past, indeed, the three 
Paafic coast states hdd a larger population 
than all the slx New England commonwealths. 

The trend towards urbanization was con- 
tinuing In 1900, 33 percent of the population 
was living in commumacs having 8,000 or 
more inhabitants, in 1930, this ratio had in- 
creased to 49 percent. Americans were 
thronging into cities because of superior job 
opportunities and because of the more mod- 
em conveniences and facilities of apartment 
houses, the greater vanetj’’ of diversions, the 
theaters, educaoonal institutions, and other 
cultural centers. Nothing was more typical 
of American cnilizadon m the postwar era 
than metropohran New York, where within 
a radius of fifty miles of Manhattan Island 
were closely located together 290 cities, bor- 
oughs, and milages, with a combined popula- 
tion of more than ten millions. The country, 
on the other hand, olTered its attractions, and 
w ith the automobile more and more members 


of the middle class w’ere seeking at least part- 
time residence m suburban and rural com- 
mumnes Dunng the rwennes there was some 
talk of decentralization, on the part of city 
planners and mdustnalists, nevertheless, httle 
real progress was made, and the cities grew, 
as they attracted youth seeking new oppor- 
tunities and workers a more mobile labor 
markcL 

Significant occupational changes were also 
taking place m the United States The coun- 
try had been built up by its farming famibes 
and, as late as 1870, one half of all those gain- 
fully employed were soil engaged m agncol- 
ture. By 1930, however, this raao had fallen 
to one fifth And — on the other side of the 
com — almost four fifths of the persons gain- 
fully enployed m the Umted States were 
Working for wages and salanes, as compared 
W'lth about one half of those gainfully em- 
ployed in 1870 At first glance this inighc have 
seemed to indicate the proletananizing of the 
Amencan labor force. But this was not true, 
for these reasons (i) Within the salary and 
W'age population W'as a growing group of 
salary earners (the so-called white-collar 
class) w'hole attitudes and values continued 
to be those of middle-class Amencans 
(2) Even wnthin the so-called laboring pop- 
ulauon there existed a very sizable group 
whose identification wuth the middle class 
was also very real Such workers frequently 
owned their oum homes, possessed life in- 
surance, and tried to send at least one of their 
children to college. The United States, de- 
spite Its industrialization and an expanding 
corporate institutionalism, was still imddle 
class at heart. Nowhere else in the world did 
a counciys culture and economy rest upon 
such a broad base As long as the Amencan 
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middle class continued so large, and as long 
as many workers continued to identify them- 
selves with It, the prospects of violent change 
in the United States were remote. 

Inditstry's Grouth. More and more the 
machine was becoming the liallmarlc of our 
culture. It IS true that the machine broke 
down privacy, s\vcpt away old skills, created 
technological unemployment, wasted natural 
resources, and standardized taste. Yet the 
machine was a beneficent master: for it re- 
Ic.ased American men, women, and children 
from the backbreaking toil of centuries and 
produced a vast quantity of consumer goods 
whose prices were being steadily lowered. 
Thanlcs to the machine and its increase in 
productivit}'-, it was possible to raise the 
school-attending age of America’s youth, so 
that the boj's and girls of the nation were 
graduating from high school, and the pro- 
portion attending college was steadily increas- 
ing. The machine, too, made for color and 
variet)' in America’s daily living, it put 
amusements witliin the reach of all and pro- 
duced cheap fabrics and clothing that made 
possible an improved taste everywhere. 

When Americans and Europeans came to 
view some of the outstanding characterisucs 
of this Machine Age, they were able to agree 
that the following were of particular note- 
(i) The uirrivaled natural resources of the 
countr)^ (2) The relative scarcity of labor 
and the high standard of living (3) The great 
increase in labor productivity, and, the use 
of machinery in agriculture, transportation, 
and manufacture, as well as the remarkable 
utilization of hydroelectric power. (4) The 
vast domestic market. (5) Scientific manage- 
ment in industr}’^ and commerce. (6) Indus- 
trial peace, because of the more consen^ative 
and nonpohtical outlook of organized labor. 
(7) Tlie dominant national trait of optimistic 
energ)'. Said Recent Econovnc Changes, in 
1929, on this last. “The individual in America 
is mobile as to place and calling, he is moving 
upu’ard. . . . The way to education and to 
promotion is wide open; indeed many ladders 


to advancement are available and their rungs 
are all intact, so he may climb who will ’’ 

America’s capacity to produce was indeed 
impressive. It possessed 14 percent of the 
total world area, excluding the polar regions, 
and about 7.5 percent of the world’s arable 
land. It produced 40 percent of die whole 
world’s steel, 35 percent of die world’s coal, 
40 percent of the world’s cotton, 60 percent 
of the w'orld’s petroleum and refined oil. The 
horsepower capacity of its electrical centra! 
stations and industrial poaver plants exceeded 
the combined electrical generating capacities 
of Germany, France, Great Britain, Ginada, 
and the Soviet Union. The Umted States pos- 
sessed 45 percent of the whole world’s wealth. 

Increases in productivity were startling- At 
the end of the 1920s, each American xvorker, 
on the average, was turning out half again as 
much goods as he had been able to create at 
the beginning of the decade. From 1900 on, 
the national output of goods and sendees had 
more than doubled, while the country’s popu- 
lation had increased only 50 percent m the 
thirty years. Nothing indicated America’s ad- 
vance so significantly as these figures: in 1900 
the countr)'’s national income was 19 billions 
of dollars; in 1915, 36 billions of dollars, in 
1921, 58 billions of dollars, and in 1929, 83 
billions of dollars. For the same years, the real 
income per worker had been $1,543, 

$1,637, and $1,776. 

In the golden 1920s America’s great in- 
dustries were textiles, machiner}% steel and its 
products, automobiles, foodstuffs, paper and 
printing, chemicals, transportation and equip- 
ment, lumber and lumber products, stone, 
glass and clay, and nonferrous metals. Thus 
the United States had continued to develop 
evenly, producing both capital goods and 
consumer goods. But the twenties also had 
seen pioneering in new fields to employ new 
capital investments and to create job oppor- 
tumties for fresh sldlls and for many of tliose 
xvorkers xvho w-ere being displaced by ad- 
vancing mechanization in older industries. 
Durmg the decade, radio, aviation, sound 
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movies, and the chemical mdustnes had sud- 
denly ippeared and quickly grown to ma- 
turity 

The Autoiiiobtle Most important was the 
fact that the 1920s was the age of the auto- 
mobile. It entered into mass production, its 
pnccs were lowered, and it made possible 
the appearance of a vast company of new 
actn ines and services The F ederal and state 
governments spent great sums on the im- 
provement and hard-surfacing of highways, 
and Americans erected garages and repair 
shops and roadstands and tourist camps 
America took to the road — seeking jobs, sun- 
shine, and rccreanon 

In 1910, there were only 458,000 cars regis- 
tered m the countr)', by 1929 there were 
23,000,000 The name of Henry Ford became 
the s) mbol of Amcncan mechanical progress 
Entenng the automobile industry in the early 
raneties, and unliiing mass-ptoducoon meth- 
ods, m 1910 he turned out his first famous 
Model T. In 1928, when Model T was dis- 
continued for a more luminous car, 15,000,000 
of these unattracave but amazmgly efficient 
little vehicles had been manufactured and 
sold The change-over from Model T to 
Model A pointed up another charactensuc 
of the times The change cost the Fotd Com- 
pany 100 millions of dollars, and the willing- 
ness to spend such large sums for conversion 
— alwajs leading to greater producuvity — 
demonstrated the bold leadership of large 
numbers of Amenca’s enterprisers 

Tccbnotogical Unemployincnt It is true 
that greater productivity per unit of labor 
meant the utilization of new machine tech- 
niques and the creation of new' investment 
oppominines for savings On the other hand, 
greater productiviti' made for bbor displace- 
ment — and technological uncmploiment. 
Thus, ov er the 19205, m manufactunne, there 
was an increase in producuviy of 30 percent 
and a net loss of 546,000 w orkers, in railroad 
transponaiion, the increase in productiv lr\' 
was 20 percent and the net loss of workers 
w-as 253,000, in mining, there was an increase 
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of producQvit)' of 20 percent and a net loss 
of 100,000 workers But what technological 
unemployment meant was really this it re- 
quired the retraming of workers and their 
shifting into other areas where expansion was 
occurring If there were fewer jobs m rail- 
roadmg, there were more m trucking, if there 
were fewer opportumoes in manufactunng, 
there were more in the sernce mdustnes The 
fact B, from 1922 to 1929, on an average, the 
total unemployed each year in the country 
was only benveen two and two and one-half 
milhon workers, and many of these were out 
of work because of choice or because of the 
fact that they were associated with seasonal 
trades 

The Position of Labor Increases m nanonal 
wealth, income, and real wages — along with 
the absence of senous unemployment dunng 
the greater fiart of the decade — helped to 
account for the growing conservatism of 
Amcncan labor Organized bbor continued 
largely to function among the skilled crafts, 
and saw no necessity for dcvianng from its 
traditional policies of voluntansm and pure- 
and-simplc trade unionism Many unions, hke 
many corporations, were not averse to freez- 
ing the hard-won gams achieved through 
such tactics These umons resisted the intro- 
duction of labor-savmg machinery, insisted 
upon the maintenance of so-called feather- 
bed jobs to make possible the shanng of the 
work among the whole umon membership, 
lunitcd entrance by rcquinng long appren- 
ticeships and high initiation fees, and de- 
manded the closed shop under which the 
union recruited the workers for the employer 

This was an uninspired leadership Organ- 
ized bbor, too, had no programs to offer the 
workers in the country’s new mass-production 
industnes — automobiles, rubber, petroleum 
and Its products On the other hand, manage- 
ment was more aggressive— and more success- 
ful It adopted welfare programs; installed 
profit-sharing devices, and encouraged work- 
ers to buy stock It also fought the unions 
bitterly— with labor spies, terrorism, and 
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court injunctions. All tliese helped to account 
for the decline in trade-union membership 
and militancy. In 1920, there had been 5,111,- 
000 trade umonists; in 1929, there were only 
4,330,000, with more than 40,000,000 persons 
in the laboring force of the country. In 1920, 
there had been 3,411 strikes involving 1,463,- 
000 workers, in 1927, there were 921 strikes 
involving 288,500 workers. 

Red Wages. As plants expanded and v'ealth 
accumulated, the real wages of America’s 
workers improved. As has been pointed out 
earlier, the period 1900-14 was one of no 
advances, and tliat of 1914-18 showed set- 
backs. But the forward march was resumed 
at the end of World War I. From 1918 to 1930, 
the increase in real wages was 100 percent! 
Most of these gains, however, had been 
achieved during 1918-22. From 1922 to 1930, 
during the country’s great prosperity, the rise 
in real wages was only 20 percent. 

At this point we may anticipate our stor>' 
a httle. Productivity was increasing faster 
than real wages; prices were not dropping as 
sharply as they might have because of “price 
management’’ in many industries; and a real 
profit inflation was occurring. In other words, 
capital was getting too much — and some sav- 
ings therefore were entering speculative chan- 
nels; while labor was not getting enough. 
This was one of the distortions in the econ- 
omy of the 1920s that accounted for boom 
— and depression. 

This fact can be demonstrated in another 
way — by an analysis of the distribution of 
family income. The Brookings Institution, in 
its well-known study, America's Capacity to 
Covsitme, showed that in 1929 the following 
great disparities e.\isted: Famihes receiving 
$5,000 a year or better constituted but 8.2 
percent of the country’s family population, 
while they got 42 percent of the country’s 
income. On the other hand, families receiving 
$2,000 a year or less made up 59.5 percent of 
the country’s family population, and they got 
only 23.7 percent of the country’s income. 

The Role of the Corporation. The units of 


enterprise naturally grew larger as the de- 
pendence upon capital for investment in plant 
became more and more an outstanding attri- 
bute of the Machine Age. The corporation v as 
as typical of the times as was the asseniblv 
line. In 1929, corporations accounted for 86 
percent of the business done in transportation 
and other public utility fields, 92 percent in 
manufacturing, and 96 percent in mining. So 
significant had great corporations become, 
that one tenth of i percent of the corpora- 
tions of the countr)'- owned more than half 
of the nation’s corporate assets 

The tendency toward the creation of great 
consolidations — which had largely ceased in 
the United States by 1904 — was resumed with 
new vigor in the twenties. In part this move- 
ment reappeared because of the opening up 
of new fields of enterprise to welcome capital 
investment: the automobile, electrical goods, 
the telephone, electnc light and power, the 
radio, synthetics. There were other reasons as 
well. New consolidations were effected to 
permit of the e.\pIoitation of the national 
market, to bring about important economics 
through the use of common sales agencies or 
management; to achieve integration. Govern- 
ment was also less vigorous in its enforcement 
of the antitrust laws There was, too, the pres- 
sure of accumulated savings which encour- 
aged promoters — some of them unscrupulous 
rascals — to float new companies. Holding 
companies, particularly in the field of electric 
light and power, sprang up like weeds; heavily 
overcapitalized tlie properties on which they 
were based, and obtained large sums from 
the unwary by bond rather than equity is- 
sues. 

Holding companies and mergers resulted 
in a greater concentration and control of 
America’s industrial enterprise than ever be- 
fore in Its histol^^ At the end of 1929, 3 com- 
panies in the telephone and telegraph fields 
had securities outstanding with a market value 
of 4.4 billions of dollars; 1 1 companies m the 
electrical equipment field had securities out- 
standing valued at 2.3 billions; 23 companies 
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m the automobile field had secunties valued 
at j 6 billions, 15 companies in iron and steel 
had secunties outstanding valued at 2 1 bil- 
hons. 

Against these trends government never 
raised its voice. Its hands-off pobey— -nay, its 
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benevolent approval— encouraged Amencans 
to greater recklessness m company flotanons 
and securities speculations The Republican 
administrations of the 1920s sought to forget 
the lessons that the New Freedom had tried 
to bnng to Amenca 


2 . POLITICS IN THE TWENTIES 


Election of 1920. When the Repubheans 
assembled in convention at Chicago m June, 
1920, It ivas apparent to the whole nation that 
this was to be a Republican year As a conse- 
quence, there was bitter nvaliy among the 
contenders for the nomination, but on the 
ninth ballot Senator Warren Gamabel Hard- 
ing of Ohio pulled ahead of the other aspirants 
and on the next ballot he was nominated As 
his runmng mate, the Republicans chose 
Governor Calvin Coolidgc of Massachusetts 
Harding had been a routine Repubbean poh- 
ocian and he had served m the Senate without 
any distinction Coolidge had climbed up the 
slow ladder of poliacal preferment unal, in 
1919, he had been elected governor of the 
commonwealth of Massachusetts. He had 
suddenly become a familiar name through the 
length and breadth of the land, when in Sep- 
tember, 1919, he intervened in the Boston 
police strike It is true that by the morning 
of September ii, order had been restored, 
but in the afternoon, Coolidge had appeared 
on the scene, assumed control, and poured 
into Boston militia units from all over the 
state. His telegram to President Gompers of 
the A F of L. that “There is no right to strike 
against the public safety by anybody, any- 
uhere, at any time” had been widely ap- 
plauded He tvas reelected governor and was 
an obvious choice by the Repubheans to bal- 
ance their ticket. 

The Democrats met at San Francisco later 
m June, and nominated Governor James M 
Cox of Ohio and the youthful Franklin D 
Roosevelt of New York as their standard 
bearers Tlie canvass of 1920 was a spintless 


affair The Democrats sought to relondle old 
fires by proclaiming the elecoon a “solemn 
referendum” on the question of American en- 
trance into the League of Nations, but the 
Repubheans refused to participate seriously 
in the debate. Harding was elected by an 
ovcrwhehmng majonty, receivmg 404 votes 
m the electoral college to Cox’s 127 The Re- 
pubbean vuctory in the Congressional elec- 
tions was equally impressive. There can be no 
question that the Amencan voters seemed to 
welcome the return to "normalcy” which the 
President-elect had promised 

The Hardmg Advumstrauon President 
Harding surrounded himself by a Cabinet 
that puzzled the country The State Depart- 
ment went to Charles Ii. Hughes, the Treas- 
ury Department to Andrew W Mellon, a 
wealthy banker of Pittsburgh, the Commerce 
Department to Herbert Hoover, who had 
been m charge of American rehef work in 
Europe at the end of the war But the rest 
of the ofilces were filled by undistmguished 
men some of whom were also venal Before 
very long, it became apparent that the Cabinet 
and the execunve offices were to be dominated 
by Harry M Daugherty of Ohio, who was 
placed in charge of the Department of Justice. 
Daugherty spoke for the so-called Ohio gang, 
who were hard-dnnkmg, card-playing spoilt 
men and thieves. 

From the beginning, the same land of 
scandals that had plagued the earber Grant 
administrations were to be Harding’s lot. Cor- 
rupt practices immediately appeared in the 
Veterans’ Bureau, the Department of Justice, 
and the Office of Ahen Property Custodian. 



THE GOLDEN NINETEEN TWENTIES 


Even more serious was the reckless squander- 
ing of the nauon’s oil reserves, which were 
turned over to private individuals by Secre- 
tary of Interior Albert B. Fall. Fall leased the 
famous Teapot Dome Reserve of Wyoming 
to his friend Harry F. Sinclair; and the equally 
important Elk Hills Reserve of Califorma to 
another friend, E. M Doheny. The secrecy 
attending the leases and the sudden wealth 
of Fall, who was known to have been in finan- 
cial straits, led to a Senate committee invesa- 
gation under the able direction of Senator 
Thomas J. Walsh of Montana. The result was 
the establishment of the guilt of many of those 
involved. The Secretary of the Navy and the 
Secretary of the Interior were compelled to 
resign their Cabinet offices; government civil 
suits to recapture the oil reserves were finally 
successful in 1927, and Fall was found guilty 
of accepting a bribe and was sentenced to jail 

Harding, undoubtedly, was not party to 
these crimes But the appointments to places 
of public trust had been his, and morally it 
was just that he should assume a large part 
of the responsibility, Harding sank under the 
weight of these scandals, and died on August 
2, 1923; Calvin Coolidge was now President 
of the United States. 

Coolidge in Office. Coolidge’s administra- 
tion was undistinguished; but the country 
was not demanding bold leadership and crea- 
tive statesmanship. Coolidge was willing to 
turn policy-making over to Hughes, Alellon, 
and Hoover m their respective domains. He 
gave the bull market his blessing. And he spent 
his time on unimportant concerns. But be- 
cause the years of his administrations marked 
a golden age in American annals, his fellow 
citizens were prepared to regard the quiet 
little man in the White House with affection. 

It was inevitable that Coolidge should be 
renommated by the Republicans, and when 
they held their convention at Cleveland in 
June, 1924, he was named on the first-ballot. 
For the vice presidency. General Charles G. 
Dawes was selected. The Democrats met later 
in the same month at New York and sat al- 


most continuously until July 10. The leading 
contenders for the Democratic nominarion 
were McAdoo of California and Governor 
Alfred E. Smith of New York. Smith was not 
named because of the great power of the 
Ku IGux Klan in the councils of the part)’. 
The Democrats therefore turned to a com- 
promise candidate and, after balloting more 
than one hundred times, finally nominated 
John W. Davis of New York for the 
presidency, with him was picked Governor 
Charles W. Bryan of Nebraska, the Com- 
moner’s brother. An important third-part)' 
movement once more made its appearance as 
a result of the growing dissatisfacuon of m- 
surgent Republicans with the conservatism of 
the Hardmg-Coolidge administrations. This 
Farmer-Labor party nominated Senator La 
Follette for the presidency and Senator Bur- 
ton K. Wheeler of Montana (who was a 
Democrat) for the vice presidency. The 
Farmer-Labor ticket received the endorse- 
ment of the Socialist party, the exccunvc 
council of the American Federation of Labor, 
and the railroad brotherhoods. Actually, how- 
ever, La Follette’s platform was directed 
largely at monopoly — that same monopoly 
which had been troubling the American West 
for the last half century. In other words, it 
was an agrarian program rather than a social- 
ist one. 

In the elections, Coobdge’s majority over 
his two rivals was an impressive one; and he 
was easily elected. In the electoral college he 
received 382 votes to Davis’s 136 and La Fol- 
lette’s 13. In the Congressional elections, the 
Republican triumph was so great that the 
insurgent Repubheans were shorn of their 
power. 

President Coolidge’s good fortune did not 
desert him during the full term of his second 
'administration. The country’s phenomenal 
prosperity continued, industrial conflicts were 
few and unimportant, and peace and plenty 
reigned over the land. The result was that 
Coolidge was able to dictate the presidential 
ticket of his party in the election of 1928. 
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Election of 151S The Repubbeans assem- 
bled nt Kansas Qty m June and named 
Herbert Hoover for the presidency and Sen- 
ator Charles Curtis of Kansas for the vice- 
presidencj', both on the first ballots The 
Democrats met at Houston, Texas, also m 
June, and now could not deny Smith. (The 
Klan by this time had become discredited ) 
Smith ivas nominated on the first ballot and 
Senator Joseph T Robinson of Arkansas was 
selected to make the contest with him Gover- 
nor Smith made a gallant fight, but his cause 
was doomed to failure, (i) He had no eco- 
nomic program of dissent he had nothing to 
offer labor and agriculture. (2) He was a 
"wet" as far as Prohibition was concerned, a 
posinon exceedingly distasteful to the old 
Brj’an country of the South and the West 
(3) He M-as a loyal member of New York 
Qty’s powerful and frequently corrupt Tam- 
many Hall (4) He was a Roman Catholic, 
(j) And, of course, the golden era of pros- 
perity stood m the way of a Repubhean upset, 
no matter how great the personal charm of 
the Democratic nominee. 

The upshot was that the Democracy suf- 
fered its most humihatmg defeat since the 
Cml War Smith lost his own State of Netv 
York as well as the Southern states of Vir- 
ginia, North Carolina, Tennessee, Florida, 
and Texas. He did not carry a single Border 
state The Far West, which had voted for 
Brj’an and Wilson, deserted him His total 


electoral vote was 87 to Hoover’s 444. The 
ne-xt Congress was also to be overwhelmmgly 
Repubhean 

The Adrmmstration of Herbert Hoover 
Herbert Hoover had become a wealthy man 
as a result of his successes in the promotion of 
mimng compames It was mevitable, there- 
fore, that he should be an old-fashioned mdi- 
viduahst. He xvas confident of the destiny 
of America, regarded with horror the idea 
of government mtervennon, and looked upon 
the federal offices largely as agencies for the 
promotion of business 

It im not his lot to serve out his term 
quietly For the stock-market boom collapsed 
in October, 1929, and from then on through 
the rest of his admmistration depression 
gripped the land Hoover also faded to resolve 
the knotty problems of Prohibition, farm re- 
Uef, and w'ater-power control Into the bar- 
gain, from December, 1931, to March, 1933, 
the President was confronted by a hostile 
Congress Once more Republican insurgency 
raised its head, and the insurgent bloc, led m 
the Senate by Norns of Nebraska, opposed 
Hoover on his otvn bills and united with 
Democrats to ovemde his vetoes In one area 
he was to meet with successes, for his Secre- 
tary of State. Henry L Stimson, continued 
the good work begun by his predecessor 
and further strengthened Amenca’s growmg 
bonds of fnendship with the Latm Amencan 
nations 


3 SOME QUESTIONS OF THE HOUR 


Tariffs During the twenties, public policy 
was largely concerned with the wnting of 
tariff legislation, the debate about the Pro- 
hibition amendment, and the restriction of 
immigration With the Republican party again 
in control of the presidency and Cxingrcss in 
19:1, It was metitablc that businessmen should 
demand and legislators should grant an im- 
mediate revision of the Democratic tanff of 


1913 In May, 1921, Congress wrote the 
Emergency Tariff Act, which raised dunes 
on agricultural goods, wool, and sugar, and 
devoted particular attention to the new chem- 
ical industry Meanwhile, the House Ways 
and Means Committee and the Senate Finance 
Committee were rcdevising the whole tariff 
structure, schedule by schedule. The result 
of these labors was the Fordney-McCumber 



1026 


THE GOLDEN NINETEEN TWENTIES 


Tariff Act of 1922 which contained the high- 
est rates in American tariff history up to that 
time. 

Jiy 1928, the clamor against the act of 1922 
was fairly general. American agriculture had 
been gojng tlirough hard times in the twenties 
and was less sure of the efficacy of protec- 
tionism; on tlic other hand, protected interests 
felt they had not received enough. Congress 
therefore sat down once again to tariff tinker- 
ing and in May, 1929, the Hawley bill was 
reported out of committee to the lower 
House. It was not until May, 1930, that 
Senate and House could reconcile their differ- 
ences, and the result of their agreement u-as 
the Smoot-Hawlcy Tariff Act. It turned out 
to have an even higher general average of 
rates than its predecessor; for the general 
average of ad valorem rates in the tariff law 
of 1922 was 33 percent, and in that of 1930, 
40 percent. 

One of the most impressive expressions of 
disapproval of the action of Congress came 
from one thousand trained economists, who 
signed a manifesto addressed to President 
Hoover, urging him to veto the bill. President 
Hoover refused to agree with these dissidents, 
insisting that the new tariff act would stay 
the course of the depression. But Americans 
in the years that followed were frequently 
to turn back to this statement of the econo- 
mists and to ponder over its wisdom. The 
points the economists stressed were the fol- 
lowing: (i) An increase ih duties was calcu- 
lated to raise prices for the consuming public; 
for high tariff duties encouraged wasteful 
concerns and unnecessary industries to con- 
tinue in operation, (2) A high tariff limited 
the export of both agricultural and manu- 
factured goods by die restrictions it placed 
on foreign trade. (3) Protectionism w’as in- 
capable of helping agricultural producers be- 
cause their surpluses flowed into the world 
market and helped to fix the world price. 
(4) A high tariff was bound to affect ad- 
versely American investments abroad and 
prevent the payment by debtor nations of 


interest and principal on loans made by Amer- 
icans. (5) Reprisals by foreign nations were 
inevitable. (This last turned out to be no idle 
prophecy. Before 1931 was over, at least 
twenty-five countries had made extensive 
tariff revisions or had increased specific du- 
ties, or were threatening to do one or the 
other. In almost every important case, such 
acts were justified by the fact that the United 
States itself had led the xvay in the adoption 
of an economic-nationalist program when it 
closed its doors to the enuy of foreign 
goods.) 

Prohibition. Demand for the outlawing of 
the manufacture and the dispensing of alco- 
holic beverages had been an old staple of 
American reformism. This agitation was fi- 
nally crowned with success when, in 1917, a 
new amendment to the Qinstitution — the 
Eighteenth — xvas drawn up by Congress, It 
aimed at the establishment of national Pro- 
hibition under the aegis of the Federal gov- 
ernment. In little more than a year, the leg- 
islators of three fourths of the states had 
adopted the amendment and its proclamation 
followed on January 29, 1919, Ongress wrote 
the Volstead Act for its enforcement; and on 
January 16, 1920, Prohibition went into effect 
without any compensation for the economic 
interests involved. 

Prohibition, under the Eighteenth Amend- 
ment, had been designed to eradicate two 
evils — the saloon and intemperance. It is true 
that the saloon was eliminated by law. But 
in its place a set of vicious institutions arose 
— the speakeasies, beer flats, and blind pigs— 
which, being illegal, could flourish only be- 
cause they xvere founded on an open con- 
tempt for the law and because they had the 
protection of a corrupt local officialdoni. 
Also, they sold bad and sometimes poisonous 
liquor. As for universal temperance, not only 
xvas that ideal never attained but it soon ap- 
peared that America was drinking almost as 
much as it liad been before 1914. 

After a decade of the open flouting of tht^ 
Amendment, most intelligent Amentans had 
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come to the conclusion that Prohibiaon could 
not be enforced, that, indeed, it was produc- 
ing a new crop of ctols as senous as those it 
had sought to eradicate. It was leading to the 
demoralizaaon of pubhe officials, gang war- 
fare, and a disrespect for law and law- 
enforcement agencies Too, many states and 
local governments refused to cooperate with 
Washington. 

In 1932, the Democrats finally took the bull 
by the horns and demanded the repeal of the 
Eighteenth Amendment, the legalization of 
beer, and the return of control to the states 
Mr Roosevelt’s election seemed to constitute 
a popular mandate. Congress, therefore, in 
Alarch, 1933, legalized the manufacture and 
sale of beer, and passed a jomt resolution call- 
ing for repeal The Twenty-first Amendment 
was ratified before the year ivas over The 
new amendment, in addmon to repeahng the 
Eighteenth, promised, to such states as wished 
to remain dry, federal protection against the 
transportation and importation of intoticat- 
mg liquors into their areas. Before long, most 
of the states had legalized manufacture and 
sale, mth one form or another of rcstnction 
on dispensing In all not more than four or 
five states remained bone dry And thus ended 
a rather curious effort to intrude upon the 
private lives of the American people. Intem- 
perance undoubtedly was an evil, but the con- 
sequences of control had been equally dis- 
turbing It was doubtful if Amcncans would 
tolerate the return of the “noble etpenment." 

tnmngrauoii Restriction The movement 
inaugurated in the 1890s for the barring of 
undesirable immigrants and for the restncuon 
of immigration on a selecnve basis continued 
Mith unflagging zeal into the new ccnniiy'. 
Dunng the first decade. Congress constantly 
tinkered m ith the countr)'’s immigration code, 
added long lists of undesirables to those al- 
ready banned, imposed a head tax and then 
raised it, compelled steamship companies to as- 
sume rcsponsiliilin,' for the return of forcign- 
bom m the excluded classes, and finally forced 
the passage of a bill requiring a literacy test. 


over repeated presidential vetoes Cleveland 
had vetoed a hteracy test in 1897, and so had 
Taft m 1913, and Wilson once m 1915 and 
agam m 1917 This was the last stand" on 
the part of the executive, for m May, 1917, 
a new immigration bill, mcorporating the 
htcracy-test provision, was passed over WU- 
son’s veto In addition, more groups were 
placed on the excluded list and the head tax 
was agam raised, this time to eight dollars 

But the 1917 law, stringent as it was, failed 
of Its purpose, for the fiscal year endmg June 
30, 1921, saw 800,000 new immigrants enter- 
mg Amenca. The demand for drastic restne- 
non on a selecnve basis now once more ap- 
peared Congress yielded, and spent a good 
deal of time dunng the twennes trymg to 
perfect legislation that would not do too 
much violence to traditional Amencan no- 
tions. The so-called quota system xvas adopted 
as the basis for restncuon The first quota 
law was that of 1921, and was to remain on 
the statute books for a year It provided that 
a s)'stem of quotas was to be set up for newly 
admitted foreign bom, under which the total 
of any particular nationality to be granted 
admission was not to exceed 3 percent of the 
number of persons of that same nationahty 
hving m the Umted States in 1910 The basis 
of the s)'stcm was to be land of birth, not 
the land of last residence, and it was to apply 
to all countnes except those m the Western 
Hemisphere. In May, 1922, this Emergency 
Quota Law was reenacted for another two 
years 

After a good deal of debate, most of it 
obscure and all of it really unsatisfactot)'. 
Congress passed and President Coolidge signed 
the new Immigration Quota Law of 1924. 
Here the principle of selecuon was based 
upon racial stocli The quota base from July 
«r 19^41 to June I, 1927, was to be 2 percent 
of the foreign bom of each nanonahty resi- 
dent in the country at the nme of the 1890 
census After July i, 1927, the quota base was 
to be “tliat proportion of 150,000 which the 
number of persons of a given nauonal ongm 
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residing in the United States in 1920 bears to 
the country’s total population in 1920.” The 
minimum quota from any one country was 
to be 100. The quota system was to apply 
to all countries with the e.xception of Canada, 
Mexico, and the independent nations of Cen- 
tral and South America. 

Again there was confusion because of the 
inability to determine what was the so-called 
nauonal-origins base of the American popu- 
lation. Hoover asked to be released from the 
Congressional mandate, Congress refused; 
witli the result that m March, 1929, a set of 
quotas — admittedly based on guesses — was 
announced. The new system limited the num- 
ber of quota immigrants to 150,000 annually; 
it was particularly partial to prospective im- 

4. DARK CORNERS IN 

It would be false to draw the conclusion 
that Americans lived in smug content as they 
surveyed their world of the 1920s. There 
were many dark comers in it, and the 
thoughtful were not averse to lookmg mto 
these and calling to the attention of the rest 
the disconcerting and in fact dangerous things 
they found there. 

Agriculture. The agricultural community 
in the population was m a bad way; indeed, 
it was apparent that, unless government was 
prepared to subsidize, agriculture had fallen 
on permanent hard times. During the whole 
of the 1920S, It was depressed; land values 
plunged downward, crop prices dropped, 
and the burden of debt and taxation became 
unbearable. In 1919, the total farm income 
was 15 billions of dollars; by 1929, it was 12 
billions; and by 1932, 5 billions. In 1919 (with 
the average for 1909-14 as 100), the prices 
paid by farmers for the commodities they 
needed stood at 206; the prices they received 
were at 205; malung a rauo of pnces received 
to prices paid of 99. In other words, the farm 
dollar was worth 99 cents. But in 1929, it 
was worth only 89 cents; and in 1932, only 47 


migrants from Great Britain and Northern 
Ireland, it did not seriousl)'- affect the com- 
parative status of arrivals from southern and 
eastern Europe; but it did lower sharply the 
quotas for Germany, the Irish Free State, and 
Scandinavia. 

By the end of die twenties, therefore, selcc- 
dve immigration had become a really and 
the new additions to our population were 
coming from lands whose racial stocks, or 
national origins, had been prominent in the 
setthng of America up to the last quarter of 
the mneteenth cenrur)^ Thus was ended an- 
other epoch in Amencan histor)’^: the doors 
of the United States, as the histone haven 
of the oppressed in all lands, were swinging 
shut. 

THE UNITED STATES 

cents. Put simply, during the whole decade 
farm prices had been sharply deflated; while 
farm costs — necessaries for home and field, 
mortgage debt, taxes — were still high. As a 
result, farms were being sold for tax delin- 
quencies and mongage defaults; and tenancy 
was sharply on the increase. In 1880, 25.6 per- 
cent of all the farms in the country were 
bemg operated by tenants; m 1930 the pro- 
portion was 424 percent. 

Largely at the basis of the agricultural de- 
pression lay this simple fact; The foreign 
market for American agricultural wares was 
contracting and the domesuc market did not 
expand. As a result of the war and because 
so many European countries had become 
debtor nations, it had become increasingly 
necessary that they grow their own food- 
stuffs. In addition, new areas of production, 
particularly in connection with wheat, meat 
products, and cotton, had appeared; and 
American agriculture was being compelled, 
therefore, to meet increasingly the growing 
competition of the new lands of Canada, 
Argentina, Australia, and the Far East. 

Further, the possibilities of increasing do- 



INTRODUCTION 


mcstlc consumption of agricultural goods, m 
order to lake in the slack, were remote. The 
following factors may be noted (i) Popula- 
tion groirth was slowmg down (2) Profound 
chaoges in dietary habits were taking place 
(3) Improved methods of heaQng homes and 
^e groinng elimination of the need for hard, 
physical toil made it possible for men as well 
as women to dispense avith foods svith high 
caloric contents (4) Cotton was being re- 
placed by rayons and other chemically pro- 
duced fabrics (5) Agnculture itself had be- 
come more mechanized and efficient — there 
were, in short, too many farmers 
Tlie depressed state of agnculture made the 
position of the sharecropper in cotton and 
tobacco in the South pitiable mdeed Here 
existed a vast rural slum, where Irvmg con- 
ditions were at a pnminve level, low incomes, 
inadequate sanitation, and poor diets pro- 
duced a heavy crop of illness and mortalitj' 
The sharecroppers were white as well as 
black, indeed, by the twenties, the whites, 
dnven off them own subsistence farms, xvere 
oumumbering the blacks Said a Congressional 
committee report about the phght of these 
poor people “We find the unwholesome 
spectacle of men, women and children . 
moving from farm to farm each year This 
social erosion not only wears down the fibers 
of the families themselves, it saps the re- 
sources of the entire social order" 

The Negro The problem of the Negro 
continued to trouble the waters The Negro 
had begun to move out of the rural South in 
the 1880s He had been brought into the 
cities of the South as an industrial worker, 
frequently as a strikebreaker, and he con- 
tinued to exist on the pcripheiy’ of heavy 
industry as an unskilled laborer, the last to 
be lured and the first to be fired The skilled 
crafts affiliated m ith the American Federation 
of I.abor shut their doors to him His lot was 
segregation, and his hung xi'as a porerty- 
stneken one. In 1915-20, the second great 
Negro migration had taken place, this time 
into the Northern aoes. The Negro came to 
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work in the new war mdustries, and agam 
he sometimes appeared as a strikebreaker The 
Negro commumaes of New York, Chicago, 
Philadelphia, Qeveland, and Detroit expanded 
greatly and dangerously — dangerously be- 
cause housmg and recrcauonal facibaes were 
inadequate and, because after the war was 
over, the competition for jobs pitted white 
worker against black workers Here, too, seg- 
regation appeared, and race tensions now and 
then reach^ the breakmg point It was not 
until the appearance of the CIO that bars to 
the entrance of Negro labor mto imions be- 
gan to be let down, and it was not until 
World War II that pressures were beginmng 
to be brought to bear on employers, by fed- 
eral and state action, to compel creation of 
equal opportnmties for Negro labor m in- 
dustry. 

The Ku Kha Kim There were also ig- 
norance and prejudice to sully the record 
The Ku KltLX Klan, after sixty years of si- 
lence, raised its head once more m the early 
twenties and under the cloak of secrecy 
sought to foment racial and rebgious hatreds 
by Its attacks on Negroes, Catholics, and 
Jew’s The Ku Klux Klan became a great 
political power m many Southern states and 
in some Middle Western ones, and it was 
strong enough to prevent the nomination of 
Alfred E Smith for the presidency by the 
Democratic party in 1924, as we have seen. 
Fortunately, the leadership was stupid and 
grasping; and when some of its members as- 
sumed pubhc office they engaged in unlawful 
acts This made it possible for the law officers 
to move in, with the result that public ex- 
posures shamed many fair-minded persons 
into leaving the order By 1925 the Ku Klux 
Klan was dechmng Although there were also 
other areas in which intolerance appeared, 
such attitudes were still those of a minority 

and affected the American way of life 

which was umformly generous and fair- 
minded— only occasionally 

The LMtssoFntre State Finally, one might 
mention the passivity of the state. America 
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was wedded to the theory and practice of 
laissez-faire, more so, in fact, than any other 
nation Federal responsibility for distress, un- 
employment, insecurity, the fluctuadons of 
the business cycle — this was considered out- 
side the proper function of government. Con- 
sequently the Federal government lagged far 
behind the enlightened countries of Europe 
in social achievement. Nor was government 
disposed to interfere in the conduct of busi- 
ness as long as employment continued and 
there was adequate consumprion power. How 


entrepreneurs deported themselves, as re- 
gards their -n'orkers and consumers, and what 
measures investment bankers took to promote 
securities and maintain markets for them, pre- 
sumably lay outside of the governmental con- 
cern. There was no understanding yet that 
runaway booms could be as harmful in their 
effects on the economy and on the morale 
of the American people as were the ensuing 
depressions. These were lessons to be learned, 
and America was to learn them the hard 
way. 


;. THE COURSE OF BUSINESS 


The Recession of 1^21-1^22. With the end 
of World War I, the course of Amencan 
business climbed to even higher levels than 
it had reached during the war years them- 
selves A heavy domestic demand for con- 
sumer goods, the revival of commercial and 
residential construction, the great expansion 
of foreign trade — these led to a postwar boom 
Prices moved up sharply — increasing almost 
20 percent in the year and a half from No- 
vember, 1918, to May, 1920. And profits 
mounted, corporation net incomes for 1920 
exceeding 8.4 billions of dollars. 

Then recession took place in May, 1920, and 
it continued for almost a year. In part this xvas 
due to the overstocking of inventories by 
businessmen, and the consequent overexpan- 
sion of bank credit. When credit no longer 
became available and banks began to call in 
their loans, businessmen sought to liquidate 
their stocks of goods and material. Foreign 
purchasing also declined sharply. As prices 
dropped and corporation profits melted away, 
commercial failures and unemployment filled 
the land. When the deflation spent itself — 
after more than a year of hard times — whole- 
sale prices had fallen almost 40 percent. 

Prosperity. In the spnng of 1922, revival 
once more was appearing and, except for brief 
setbacks in 1924 and 1927, it continued and 
reached impressive proportions up to 1929. 


Unemployment disappeared; real wages went 
up; corporate profits once more became very 
large, and the purchasing power of the Amer- 
ican people became the wonder of the whole 
world. The national income by 1929, ex- 
ceeded more than 83 billions of dollars. 

The outstanding forces responsible for this 
unparalleled prosperity may be noted: (1) 
Residential, commercial, and industnal con- 
struction requirements led to a great building 
boom which reached its peak in 1925-26. This 
provided jobs for nearly three millions of 
construction workers, and also another one 
and one-half million jobs in the building- 
materials industries, (z) The great expansion 
of the automobile industry — in car manufac- 
ture and in the allied industries associated 
with it — had constantly widem'ng effects on 
employment and profits. (3) New private in- 
vestment took place in these fields; equally 
impressive xvas public investment. New high- 
ways, schools, and hospitals were built. 
(4) There was a vast expansion of the unlit)' 
industries, particularly in connection with the 
production of electrical light and power. Dur- 
ing the twenties, America’s electric power 
capacity was doubled, (5) Foreign trade re- 
vived, thanks to the willingness of the Amen- 
can investor to finance it. That is to say, 
American tariff laws made it impossible for 
other peoples to balance imports from the 
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United States -mth their ov\-n exports. But 
the constant flow of American capital over- 
seas-invested m foreign secunties and proj>- 
emes — paid for European purchases of our 
automobiles, petroleum, copper products, of- 
fice appliances, agncultural machinerj% and 
vast quantities of cotton and tobacco During 
the five years, 1921-25, American exports 
eiery year on an average exceeded imports 
by 947 milbons of dollars, and dunng the five 
years 1926-30, by 744 milbon dollars every 
year 'Ufiien the depression set in and for- 
eigners began defaulting on their Amencan 
dollar bonds, our export trade collapsed By 
limiting imports and exporting capital, we 
had tried to have our cake and cat it, too, 
and we had failed, 

Prices. From 1922 to 1929, wholesale pnees 
remained stationary Usually, in penods of 
boom, prices nse, and because they did not 
do so dunng the nvennes, it was assumed that 
we were expenencing a “profitless economy ” 
This was obviously an inadequate reading of 
the situation, (i) Corporate profits con- 
tinued great — the greatest in our history 
(2) The over-all average of wholesale pnees 
concealed sharp pnee drops in agriculture, 
cotton tc-xnlcs, and bituminous coal — none of 
which enjoyed prosperity (3) Because pro- 
ductivity was increasing on so great a scale 
dunng the decade — and because costs were 
dropping, therefore — pnees should have de- 
clined That they did not do so was evidence 
of the existence of inflation, instead of the 
reictsc Indeed, it may be said that from 1927 
to the summer of 1929 a profit inflaaon was 
occurnng 

A good deal of the fruits of this last moved 
into secunucs speculation, and here pnees 
soared One may obtain some notion of the 
inflated lalue of secunties from the down- 
ward course they pursued dunng the depres- 
sion On October i, 1929, the market value 
of the listed stocks on the New York Stock 
Exchange was 87 billions of dollars, on No- 
\ ember i, 1930, this had shrunk to 33 bilhons, 
and on March i, 1933, to 19 billions. 
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Credit Exptmsjon All this fed a constant 
and c-xtraordmary e.xpansion of credit. In- 
dividuals — through inkallment buying — had 
no trouble m finanemg purchases of durable 
consumer goods — automobiles, furniture, ra- 
dios, washing machines, vacuum cleaners, re- 
fngerators. At any given time, the installment 
debt outstanding w'as as high as two and one 
half biUions of dollars Nor w'as it hard for 
mdividuals to acquire equities, bonds, real 
estate, for all they had to do was pledge such 
properties to acquire the funds to purchase 
them 

Nor did busmessmen and corporations find 
the processes of going into debt any harder. 
Companies were refinanced — frequently by 
the issuance of bonds and preferred stocks— 
and, wnth fresh capital, expanded plant and 
inventones. New holdmg compames and 
mei^ers w'ere created, agam accompamed by 
a pyramiding of capital values Foreign dollar 
bonds were floated, with great profit to their 
promoters This credit inflation m turn en- 
couraged overexpansion of business enter- 
prise and a further inflaaon of credit took 
place. Thus the round conanued until the bal- 
loon had been blown up to dangerous pro- 
portions When It W'as pneked, the boom col- 
lapsed and the prosperity of the twenoes 
vanished 

Rather than interfere, the Federal govern- 
ment encouraged the credit mflaoon. In the 
summer of 1927, w'lth recession threatening 
to conanue, the Federal Reserve Board 
stepped in and forced dow'n the money rate 
It was committed to a regime of “cheap 
money.” From then on, speculanon and 
company promonons could not be checked — 
and the cj'cle conanued upward until the 
crash. 

Tie Depression For those who were pre- 
pared to read, danger signals were already 
appearing early in 1929 The great buildmg 
boom had ended by the fall of 1928, auto- 
mobile and steel producaon began dropping 
off m August, 1929, American oil wells were 
producing m excess of the market demand 
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by the same time. The raising of the English 
money rate to 6}4 percent and the outward 
flow of European capital, m October, 1929, 
were the first indications that the house of 
cards was sagging. Actual collapse came in 
the nvo weeks following October 24, when 
stock prices tumbled as much as 80 percent 
below their highs for September, and almost 
25 billions of dollars in market values were 
wiped out. 

Panic led to recession and recession was 
prolonged into deepening depression during 
1930, 1931, and 1932. Between 1929 and 1932, 


the total physical output of goods was re- 
duced 37 percent, and total labor income 40 
percent. In Alarch, 1933 (witli the monthly 
average of 1923-25 as 100), the index of 
industrial production stood at 60, that of 
construction at 14; that of factory employ- 
ment at 61; that of factory payrolls at 38; 
that of wholesale prices at 60. The farmers’ 
purchasing power was reduced 50 percent. 
There xvere at least 15,000,000 unemployed 
persons; and with the unprecedented collapse 
in prices, the burden of debt had become in- 
' tolerable. 


6. FOREIGN RELATIONS OF THE TWENTIES 


Iinperiahnn. Despite the political isolation- 
ism of the period and the adoption of high 
tariff laws, the American economy was e.x- 
tending its influence more and more into re- 
gions beyond its borders. This was due to the 
fact that the United States had become a 
great creditor nation; and the investments of 
its citizens were to be found not only in the 
Western Hemisphere but increasingly in 
Europe and Asia as well. In a sense, this ten- 
dency might be characterized as imperialistic. 
And yet, on the one hand, it was unlike the 
older mercantilism of the seventeenth and 
eighteenth centuries, and, on the other, it 
diflrered sharply from the expansive and 
exploitative programs of European empire- 
building. 

The imperialism of the modern world — 
the imperialism of colonies, spheres of influ- 
ence, and protectorates — had these pohtical- 
economic characteristics- Outposts were nec- 
essary in which to establish coahng and naval 
repair stations and from which to guard vital 
sea lanes (Gibraltar, Suez, Singapore, and so 
on). Overseas establishments were important 
because of the existence of econonuc and 
limited raw materials (as vegetable oils in 
West Africa, tin in Malaya, rubber in the 
Netherlands Indies). Into the new colonies, 
spheres of influence, and protectorates could 


move the surplus savings for investment for 
which opportunities in the mother countries 
were beginning to dwindle. Into them also 
could move, not so much surplus populations, 
but those members of the middle class whose 
training and skills were not completely ab- 
sorbed at home — the engineers, business ex- 
ecutives, civil servants, and army officers. 

The modern-day imperialism, unlike the 
mercantilism of the seventeenth and eight- 
eenth centuries, was not based on a closed 
system. American capital had just as much 
chance in Canada as did English capital; and 
American and English capital were not barred 
from an independent and sovereign state like 
Argentina. But in another way the new sys- 
tem was not unlike mercantilism: the colonial 
estabhshments were maintained for the bene- 
fit of the mother country. That is, standards 
of living, notably in these regions where there 
were large native populations (Africa, Asia) 
were kept at low levels, while the profits of 
exploitation flowed overseas to the mother 
country. But this last distinction, however, 
characterized more particularly the pohcics 
of European Powers rather than those of the 
United States. 

In fact it was hard to call the United States 
an imperialist nation in such terms. True, 
America had c,x’pandcd south into the Canb- 
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bean and westward into the Pacific Ocean 
But Its interest in the lands around the Panama 
Canal was founded largely on military neces- 
sity, for penetranon into this region by any 
European Power hostile to the United States 
threatened American existence, And the same 
tvas true of the expansion of the United States 
into the Pacific The Umted States faced on 
two oceans and needed a powerful fleet to 
patrol both Such a fleet m the Pacific 
required coaling and repair stations, as well 
as outposts from which hostile movements 
might be detected If the Umted States may 
be said to have adhered consistently to a 
single policy in its international relations, cer- 
tainly since the 1890s, it was this double- 
barreled one that called for a defense of the 
Caribbean and the western Pacific for mili- 
tarv' rather than for economic reasons 
bur Creditor Position Indeed, while we 
were becoming a creditor nation during the 
1920s, we found less need for exporting capi- 
tal overseas for profitable investment than 
Mas true of the European countries It has 
aheady been pointed out how, in the twen- 
ties, new capital formation was taking place 
in the Umted States not only as a result of 
public investment but also because of the 
great expansion of America’s steel, hydroelec- 
tric, automobile, and chemical industries This 
Mas not true of the European nations, they 
had limited natural resources at home, and 
Math built-up plants in the heavy industnes 
they had to export capital or decline. The 
contrast may be put sharply and simply m 
these terms Dunng the 1920s, roughly from 
one fourth to one third of English savings 
'lent out of that country' every year for 
foreign investment Dunng the same decade, 
only about one twentieth of Amencan savmgs 
every year had to seek foreign outlets. 

Again, only a small part of Amencan over- 
seas investments Ment into the backtiard re- 
gions of the M'orld. To this extent Amencan 
capital Mas not exploitatiic of native popu- 
lations Of the 16 billions of dollars of Amen- 
can priiaie investments abroad at the end of 
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the 1920s, 4 billions were in Canada and 5 
bilbons Mere in Europe. We had only 176 
millions mvested m China; 166 milhons in the 
Phihppme Islands, 87 milhons m the Domini- 
can Repubhc, 18 milhons m Ham; and 13 
milhons m Nicaragua 

Further, Amencan portfoho mvestments 
were greater than direct mvestments (The 
term “portfoho investments” means Amencan 
oMTiership, without control over pohcies, of 
foreign secnnties of both a pubhc and a 
pnvate character The term “direct invest- 
ments” means American ownership or control 
over the business pohcies of foreign factones, 
mines, branch banks, sales agencies, and the 
hke.) At the end of the 1920s, of the total 
of i6 bilhons of dollars of Amencan pnvate 
holdings abroad, 7 9 billions xvere m direct 
investments and 8 2 bilbons were m portfoho 
secunues This was the reverse of the ex- 
penences of the European impenalist Powers 
The fact is, our large portfoho mvestments, 
because most of them were m pubhc secun- 
oes, helped the national, provmaal, and local 
governments of other lands to raise hvmg 
standards, rather than the reverse. Foreign 
health, education, and pubhe-works authon- 
aes M’ere able to make use of Amencan funds 
to maintain their activities An mterestmg 
case m point was that of Germany At the 
end of 1930, we had 1 4 bilbons mvested there, 
of which I 2 billions were m portfoho invest- 
ments. 

And finally, there was a touch of adventur- 
ism about much of our mvestmg, notably m 
the years 1923-30 Because of the bull market 
at home, and a lack of responsibihty on the 
part of some of Amenca’s investment banks, 
unsound foreign loans were floated m the 
Amencan money market, which the too gul- 
bTlc Amencan investment pubhc took up 
without careful scrutmy Amencans were 
persuaded to buy — and they bought wilhngly 
— the dollar bonds of Poland, Bohvia, and 
Itaban cities, and the sccuntics of European 
manipulators and cheats like Krueger, Moth- 
out responsibihty or investigation. The ser\’- 
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icing of such securities terminated as soon as 
the depression set in, and because of such 
defaults, dollar bonds were bought back at 
heavy discounts during the early 1930s. Amer- 
icans therefore lost heavily as a result of these 
operations. 

It has already been said that the Umted 
States emerged a creditor nation as a result 
of World War I. How significantly we ad- 
vanced along these lines may be noted from 
the following summary figures; On Decem- 
ber 31, 1919, American investments overseas 
totaled 7 billions of dollars; on the other hand, 
European investments in the United States 
came to 4 billions; and this left a net balance 
in our favor of 3 billions. On December 31, 
1929, American investments overseas came to 
17 billions of dollars; European investments 
in the United States totaled 9 billions; and this 
left a net balance in favor of the United States 
of 8 billions. 

A 7 nerica as a World Economic Poaver. 
These facts arc of the utmost significance to 
an understanding of America’s world posi- 
tion: such great capital operations overseas 
were not an ephemeral phenomenon which 
grew out of the unprecedented prosperity of 
the twenties. This had become a permanent 
characteristic of the American economy; the 
United States was one of the great creditor 
nations of the world The depression begin- 
ning in 1930 affected our position only in de- 
tail. And at the end of World War II, virtu- 
ally all nations of the earth looked to the 
United States for succor, turning to our sav- 
ings for credits so that they could restore and 
advance their industrial processes. If we used 
our financial strength wisely — demanding that 
in exchange the channels of world trade be 
kept open freely and raw materials made ac- 
cessible to all; if we insisted that such credits 
be used constructively for new transportation 
facilities, hydroelectric developments, and 
heavy industry installations, then our capital 
would be one of the most beneficent forces 
in the world. For standards of livmg every- 


where would be raised, and the universal fears 
of want and insecurity would be routed. 

Naval Lhnkation. All this was occurring in 
the twenties without significant pubhc guid- 
ance. Where, however, public policy inter- 
vened in international relations, it blundered 
seriously. There was an air of unreality about 
the maneuvers of the 1920s. 

Of the League of Nations, the United 
States had formally washed its hands; cer- 
tainly the problems of Europe — outside of the 
reparations question — Americans would not 
touch with a ten-foot pole. The quesuon of 
European security, the danger of a reamicd 
and once again powerful Germany— these 
problems we would not face, and dicrcfore 
they were banished from our consciousness. 
On the other hand, we were ready to take the 
lead in pushing a world program of naval 
disarmament. For us to disarm under an in- 
ternational authority, with police power— an 
authority, incidentally, in which we were 
participating — would have been one thing; 
for us to disarm in a world where fierce na- 
tional ambitions and imperialist rivalries once 
more were raising their heads was another 
thing and nothing less than qubtotic. 

These were the horns of the unfortunate 
dilemma upon which the United States was 
plunged as a result of the policies of the 1920s. 
In a sense, our predicament grew out of the 
fiscal policies of the Secretary of the Treas- 
ury, Andrew Mellon. The unbalanced war 
budgets, die mounnng public debt, and the 
heavy taxes on personal and corporate in- 
comes were regarded with distaste by the 
Republican administrations. To return to a 
peacetime basis completely and at once, not- 
ably to reduce the cost of government (even 
if this meant the sacrifice of our naval estab- 
lishment!) was presumably the most impor- 
tant requirement of a sound national econ- 
omy. Retrenchment became almost an ob- 
session in Washington — and in the processes 
we gave up voluntarily that weapon which, 
had it existed, might have led aggressor and 
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would-be aggressor nanons to take second 
thought. Ironically enough, too, had the Treas- 
ury been less willing to eliminate so quickly 
the surta-tes on incomes, this fiscal policy 
might have served as a brake on the runaway 
sccunacs inflanon that took place m the 
second half of the decade 
The Washington Conference Twice, at 
the Washington Conference of 1921-11 and 
at the London Conference of 1930, we took 
the lead and cut our naval forces — in the in- 
terests of world peace. There was to be no 
peace, as it turned out, the only real result 
was that Japan lost all fear of an American 
threat in the Pacific and went about laying 
plans for the establishment of a Japanese 
hegemony over the South Seas By the naval 
agreements that emerged from the Washing- 
ton Conference, the United States reduced its 
capital-ships establishment so sharply that wc 
were incapable of maintaining a two-ocean 
navy and, therefore, no longer had the 
strength to atcrcise an effective and offensive 
striking power in the Pacific Also, the United 
States pledged itself to the maintenance of 
the status quo as far as fortifications and naval 
bases in the Pacific were concerned In other 
words, the long line of Amcncan outposts 
from the Aleutians to the Philippmes was to 
he undefended So of course — or presumably 
— Mere those islands, once the possession of 
Germany, which Japan now held as the man- 
datory power under the League of Nations 
Subsequent events svere to reveal that the 
Japanese had not the slightest intenaon of 
catTvmg out their pledge in good faith 
Chinese Sovereignty Gestures were also 
made m the direction of secunng the main- 
tenance of the balance of power in the Pacific 
and the sovereigntj’ of China. At the Wash- 
ington Conference, a so-called Four-Power 
Treaty (the partiapants being the Umted 
States, Great Britain, Japan, and France) was 
signed whose purpose it was to respect mu- 
tually the rights of the signatoncs in relation 
to their insular possessions and domimons in 
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the Pacific. The Nme-Power Treaty (in 
which the Great Powers were jomed by other 
nations having interests in the Far East) guar- 
anteed the temtonal mtegnty of China with 
the contmued recogniaon of the Open Door 
pnnaple Another agreement among the mne 
Powers called for the establishment of the 
principle of China’s control over her own 
tariff and the surrender of e.vtraterntonabty 
Wc made this surrender in 1942 and thus 
recognized the sovereignty of Chma svithout 
reservation 

Japan was the only gamer Despite its m- 
adequate resources, it now no longer had to 
fear the threat of an American capital-ship 
race, particularly for the control of the Pa- 
cific Japanese naval bases and stations were 
safe too from Amcncan inquisitive eyes, for 
we were not parncipatmg in the mandate 
machinery Japan was assured against Amer- 
ican foroificaaons of the Aleutians and Guam 
And because destroyers and submarines were 
not affected by the treaty bmitations, Japan 
could go ahead and build these warships to 
her heart’s content. She did so, while wc made 
no effort to match her new construction And 
as for China, Japanese designs were already 
hatched to overawe that nation 

The London Conference In 1930, at the 
London Conference, the same road of naval 
disarmament was followed Amenca permitted 
the Japanese to build up to our power m sub- 
marines, M'c gave them greater bght cruiser 
strength, estabbshmg their supremacy in the 
western Pacific, we renewed our pledges 
about our Pacific naval bases We then turned 
around and yielded before the pressure of 
England Wc hmited heavy cruiser construc- 
tion and consented to build smaller cruisers 
armed with lower-calibcrcd guns And we in- 
cluded a so-called Escalator Clause in the 
treat)' which reserved to Great Bntain the 
nght to mcreasc its cruiser fleet to uvo-power 
standing. Finally, the capital-ship construc- 
tion holiday, which had been agreed upon at 
Washington, Mas to be continued until the 
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end of 1936. In other words, our State De- 
partment had not only surrendered any 
chance of achieving supremacy m the Pacific, 
but It had also given up any hope of main- 
taining it in the Atlantic. Thus the comedy 
of disarmament was played out to its ironic 
conclusion; and wc had to wait a long time 
after Japanese aggression had broken out be- 
fore we were in a position to challenge her 
pretentions. 

The Postwar Debt Settlernent. Operating 
outside of the framework of the League, the 
United States sought to effect another set of 
agreements — those having to do with the in- 
terallied debts. During the pre-armistice and 
post-armistice periods, the Umted States had 
extended, m cash and supplies, credits totaling 
10.4 billions of dollars to her allies in World 
War I. On the other hand, in 1921, the Rep- 
arations Commission under the Treaty of 
Versailles had fixed German indebtedness to 
the allied nations at 33 billions of dollars. 
Neither of these accounts, it became quickly 
apparent, could be settled in full; and it was 
also more and more obvious that debts and 
reparations had to be linked together. If the 
Germans paid reparauons, our interallied 
debtors would pay us. 

Thus, we had to become broker and banker 
at one and the same time without having any 
power over the economic policy of the van- 
quished Germany. It came down to this: To 
collect on the interallied debts, we had to 
help Germany pay on the reparations ac- 
count, since her creditors balked at accepting 
goods. We, therefore, as private bankers, ex- 
tended loans to Germany. With part of these 
loans, Germany paid to England, France, Bel- 
gium, and Italy; and they paid to us. With 
another part, Germany maintained a spurious 
peacetime army and built up her civil aviation 
industry. To get some of our wartime loans 
back, we ended by permitting Germany to 
rearm and to menace once more the European 
peace settlement. It was along these strange 
paths that the isolatiom'st policy and the eco- 
nomic program of the Harding-Coolidge- 


Hoover administrations took the United 
States during the 1920s. 

Twice — the first time in 1924, as a result 
of the Dawes Plan; and the second dme in 
1929, as a result of the Young Plan— the 
United States helped in the redevising and 
the cutting down of the reparations bill. But 
the depression had already set in when the 
Young Plan was put into effect; and in 1931, 
President Hoover was compelled to reexam- 
ine the problem in all its aspects. The re- 
sult was the announcement of the so-called 
Hoover Moratorium, under which neither 
reparation payments nor interallied debts 
were to be paid for a whole year. Now and 
for the first time, Washington had taken of- 
ficial cognizance of what ever)'one knew had 
existed- that the nvo were sides of the same 
shield. In any case, the Hoover Moratorium 
continued and neither of the two sets of pay- 
ments to any measurable extent was ever re- 
sumed. What did we get for our pains? 
Nothing; except perhaps the ill will of the 
European peoples, who were resentful of our 
withdrawal into isolationism and of our effort 
to collect the bill on what had been consid- 
ered a common war effort. 

The Kellogg-Briand Pact. The United 
States refused to assume any responsibility 
for the maintenance of peace through an in- 
ternational economic and military machiner)’. 
This did not prevent us from engaging in 
harmless gestures. Along with France, the 
United States initiated a program for outlaw- 
ing war — ^without making any provision for 
checking or punishing aggression. This was 
the so-called Kellogg-Briand Pact of 1928. 
All this pact did was to make a number of 
solemn declarations. Article I outlawed war 
“as an instrument of national policy.” Amclc 
II pledged the signatories to the settlement of 
all disputes, of whatever nature, by pacific 
means. And that was all. Under the pact, no 
nation sought to reduce armaments; and m 
three years, in 1931, the pact was openly 
flouted when Japan invaded Manchuria, All 
these earnest labors on the part of Washing- 
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ton simply ended by destroying Amencan 
cfTecuvcncss when aggression appeared. 

The United States and Latin America In 
the Western Hemisphere, American achieve- 
ment was more real We came to a fair under- 
standing with Mexico, we repudiated the 
Rooseselt Corollary of the Monroe Doctrine; 
we indicated our xvillingness to surrender the 
dubious nght of intervenoon, and we began 
that Good Neighbor pobey which the 1930s 
were to see so happily extended 
Mexico The Mexican government had 
gone ahead to implement the mandates of the 
ConsutuQon of 1917 by passing petroleum 
and land laws m 1915 These seemed to 
threaten scnously Amencan property nghts, 
and Secretary of State Kellogg protested 
against the laws. However, the oil and land 
.statutes were put into effect by Mexico 
The time had now come for a clanfication 
of all the disagreements and misunderstand- 
ings with Mexico In October, 19J7, Dwight 
W Morrow, partner m J P Morgan and 
Company and personal fnend of President 
Coolidge, was sent as the Amencan ambas- 
sador to Mexico City Morrow was tactful 
and genuinely fnendly, and he carefully cul- 
tivated the good will of the Mexican people. 
The Mexican gotemment was appreciative 
and at once began to mabe sweeping conces- 
sions The oil statute was liberalized and as- 
surances were given that the Mexican courts 
were ready to protect Amencan property 
nghts In 1929, the Mexican government, 
which for the preceding three ) ears had been 
carrj'mg on a heated controversy with the 
Catholic Church and threatening to seize all 
church properties and secularize education, 
adjusted this difficultj’, too, on the basis of 
a compromise And in 1930, the Alexican 
churches were once again opened to wor- 
shipers, Bv this step, Amencan Catholics were 
conciliated and no longer demanded inter- 
lention on the part of the United States 
Caribbean Policy In the twenties as wxll, 
the United States was clearing out all those 
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dark comers m the Canbbean which the in- 
terventionist pohcies of Theodore Roosevelt, 
Wilham Howard Taft, and Woodrow Wil- 
son had permitted to appear. Our mannes 
were withdrawn from the Dommican Repub- 
hc in 19:4, and from Haiti m 1930, and our 
control over the mtemal affairs of Nicaragua 
terminated in 1933 Also, Amencan commis- 
sioners committed the Umted States to a pol- 
icy of nonintervention m the “mtemal or 
external affairs of other Amencan states ” 
Follosving this assurance, we recognized the 
Argentme, Brazilian, Bohvian, and Pemvian 
revolutionary governments of 1930 Only one 
exception was made and that was m the case 
of the Central Amencan countries, and here 
we were agreeing with these nations them- 
selves, on the basis of a convention drawn up 
in 1923, when they had pledged themselves 
mutually not to recogmze any government 
m the region which had seized political con- 
trol by a coup d’itat. 

Repudiation of the Roosevelt Corollary It 
has been said that our Canbbean pohey had 
been based largely upon the need for safe- 
guardmg the seaivay approaches to the Pan- 
ama Canal But, from the middle twenties on, 
even this policy was in process of Iiqnida- 
uon partly because Washington accepted the 
idea that European Powers no longer were 
threatening Amencan secunty in the region, 
partly because of the need for continuing 
to gam the good wtII of Laon Amencan peo- 
ples. 

The most important step taken m this con- 
nection was the repudianon of the Roosevelt 
Corollaiy^ of the Monroe Doctrme. That 
statement had made the Umted States stand 
in the role of guarantor for the nations of 
the Western Hemisphere— that they W'ould 
preserve the peace, pay then debts, and meet 
their finandal obligations to European coun- 
tnes. In Alarch, i93n, the State Department 
made pubhc a memorandum on the Alonroe 
Doctrine, wntten m 1928 by J Reuben Qark, 
at that ume Undersecretary of State. In this 
document the Alonroe Doctrine was rede- 
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fined, this time without those aggressive over- 
tones which had been read into JC by Theo- 
dore Roosevelt and his successors. The Clark 
memorandum declared that the Doctrine did 
not concern itself with purely inter-American 
relations; it stated a case of the United States 
versus Europe, and not of the United States 
versus Latin America. Indeed, Clark went on 
to say: “So far as Latin America is concerned, 
the Doctrine is now, and always has been, not 
an instrument of violence and oppression, but 
an unbought, freely bestowed and a wholly 
effective guaranty of their freedom, inde- 


pendence, and territorial integrity against the 
imperialistic designs of Europe.” 

These developments were positive tokens 
of good will and were a harbinger of the time 
when Latin Aunerican suspicions of “Yankee 
impenalism” would largely be dissipated. The 
policy inaugurated by Secretaries Kellogg 
and Stimson was continued by Secretat}’ Cor- 
dell Hull with the active support of President 
Franklin D. Roosevelt. At least, the begin- 
nings of the Good Neighbor policy emerged 
out of the ineptitudes and blunderings of 
American international relarions in the 1910s. 



THE AMERICAN MIND 


WESLEY C. MITCHELL 


Prices soared after the removal of wartime 
controls m 1919, and the Umted States pre- 
sumably was ready to return to "normalcy ” 
AVhat actually occurred was a sharp inflation 
and then a sudden collapse prices dropped 
badly m 1911, the bottom fell out of the gram 
market, the bubble of high farm-land values 
burst and brought many farmers to rum. Urban 
1 alucs sagged m the same fashion peace ended 
the war demand for labor and muninons, wages 
fell, and the returning veterans added to the 
labor supply Unemployment swelled so fast 
the esumates of 5,000,000 )obless went un- 
challenged. 

President Hardmg, or rather his Secretary 
of Commerce, Herbert Hoover, called a Con- 
ference on Unemployment The conference 
met, appointed a committee of experts to col- 
lect statistics, and authonzed the pnnting of a 
long report considering many phases of the 
issue, among them the nature and effects of 
the business c)’cle 

That study ivas conducted by one of the 
country's foremost academic authonoes on the 
problem, Wesley Clair Mitchell (1874- ), 

professor of economics at Columbia Univer- 


sity, and it is his description of the busmess 
cycle and its human consequences which opens 
the economic history of a decade that was to 
close with the crash of 1919 Professor Mitchell 
had published his first classic statement on the 
four phases of the busmess cycle m 1913; 
here he reformulates his theory in general 
terms. 

The conference report was published in 
1913, when the depression was already over. 
Agncultural pnees remamed distressingly low, 
but e,xp 3 nsion in automobiles and the develop- 
ment of a new industry’, radio broadcastmg, 
helped blunt the edge of unemployment The 
great boom of the later mneteen twenties was 
in the making, and few heeded the warnings 
of the experts that unless government and busi- 
ness took proper measures, revival and pros- 
perity would inevitably be followed by crisis 
and depression. 

The selection repnntcd here is from The Re- 
port of a Commntee of the Prestdenfs Con- 
ference on Unemployment Busmess Cycles 
and Unemployment (1 vols-,Ncw York, 19x3), 
and IS published by permission of McGraw- 
Hill Book Co, Inc, 


Business Cycles 

BY WESLEY C. MITCHELL 


The csrAT mass of the unemplojed m periods 
Jii-t ihar which led President Hardmg to call the 
Oinfercnce on Uncmploj-mcnt are workers who 
h^t been “laid off” because of business depression. 
The reason whv m3horis of men lose their jobs 
« such tunes is that emploj ers are losmg money 
HenCT It ts irtsr to begin a study of methods of 
stabilizing employment by looking into the proc- 
esses which eteiy- few tears throw business into 
confusion. 


I The Nature of Business Cycles 

Fifteen times withm the past one hundred and 
American business has passed through 
a “crisis,” The list of cnsis j'cars (iSn, 1818, 1825, 
i8j7, 1847, 1857, 1873, 1884, 1890, 1893, 1903, 1907, 
1910, 191J, 1910) shows that the penods bettvecn 
mccessitc crises have vaned considerably in 
length. Further, no ttvo crises hate been precisely 
alike and the differences between some cmes have 
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bcea more conspicuous than the similarities. It is 
not surprising, therefore, that business men long 
thought of crises as “abnormal” events brought on 
by some foolish blunder made by the pubhc or 
the government. On this view each crisis has a 
special cause which is often summed up by the 
newspapers m a picturesque phrase ‘‘the Jay 
Cooke panic” of 1873, “the railroad panic” of 
1884, “the Cleveland panic” of 1893, “the rich 
man’s panic” of 1903, “the Roosevelt panic” of 
1907. 

Longer experience, wider knowledge of busi- 
ness in other countnes, and better statistical data 
have gradually discredited the view that crises are 
“abnormal” events, each due to a special cause. 
The modem view is that crises are but one fea- 
ture of recurrent “business cycles." Instead of a 
“normal” state of business interrupted by occa- 
sional 'crises, men look for a continually changing 
state of business — contmually changmg m a fairly 
regular way. A crisis is expected to be followed by 
a depression, the depression by a revival, the re- 
vival by prosperity, and prospenty by a new crisis. 
Cycles of this sort can be traced for at least one 
century in America, perhaps for two centuries in 
the Netherlands, England, and France, and for 
shorter periods in Austria, Germany, Italy, Spam, 
and the Scandinavian countries. Within a genera- 
tion or two similar cycles have begun to run their 
courses in Canada and Australia, South America, 
Russia, British India, and Japan. 

At present it is less likely that the existence of 
business cycles will be demed than that their reg- 
ularity will be exaggerated. In fact, successive 
cycles differ not only in length, but also in vio- 
lence, and m the relative prominence of their van- 
ous manifestations Sometimes the crisis is a mild 
recession of busmess activity as in 1910 and 1913; 
sometimes it degenerates into a pamc as m 1873, 
1893, and 1907. Sometimes the depression is in- 
terrupted by an abortive revival as in 1895, some- 
times It IS intensified by financial pressure as m 
1896 and 1914. Sometimes the depression is brief 
and severe as in 1908, sometimes it is brief and mild 
as m 1911, sometimes it is both long and severe as 
in 1874-1878. Revivals usually develop into full- 
fledged prosperity, but there are exceptions like 
that of 1895. Prosperity may reach a high pitch as 
m 1906-1907 and 1916-1917, or may remain mod- 
erate until overtaken by a mild crisis as in 1913, or 
by a severe panic as in 1893. 

These differences among business cycles arise 
from the fact that the busmess situation at any 
given moment is the net resultant of a complex 
of forces among which the rhythm of business ac- 
tivitj' is only one. Harvest conditions, domestic 


politics, changes in monetarj' and banking sj-stems, 
mtemanonal relations, the making of war or of 
peace, the discovery of new industrial methods or 
resources, and a thousand other matters all affea 
the prospects of profits favorably or adversely and 
therefore tend to quicken or to slacken the’ pace 
of business The fact that the rhjthm of business 
activity can be traced in the net resultants pro- 
duced by these many factors argues that it is one 
of the most constantly acting, and probably one 
of the most powerful, factors among them. , . . 

Even when the problem is simplified m this way, 
it remains exceedmgly complex. To keep from 
getting lost in a maze of complications, it is nec- 
essary to follow constantly the chief clue to busi- 
ness transacaons Every business establishment is 
supposed to aim primarily at making money. 
When the prospects of profits improve, business 
becomes more active. When these prospects grow 
darker, business becomes dull. Everything from 
rainfall to politics which affects busmess exerts its 
influence by affecting this crucial factor— the 
prospects of profits. The profits clue will not only 
prevent one from going astray, but will also enable 
one to thread the business maze slowly, if he 
chooses, taking time to e,xamme all details, or to 
traverse the maze rapidly with an eye only for the 
conspicuous features. Needless to say, m this chap- 
ter we shall have to move rapidly. 

II. P1.AN OF Discussion 

Since business cycles run an unceasing round, 
each cj'cle growing out of its predecessor and 
merging into its successor, our analysis can start 
with any phase of the cycle we choose. With 
whatever phase of the cycle we start, we shall have 
to plunge into the middle of things, taking the 
busmess situation as it then stands for granted. 
But once this start has been made, the course of 
the subsequent discussion is fixed by the succes- 
sion of phases through which the cycle passes. By 
following these phases around the full cych we 
shall come back to the starting point and end the 
discussion by accounting for me situation of busi- 
ness which we took for granted at the beginning 

With full liberty of choice, it is well to start 
with the phase of die cycle through which .Amer- 
ican business is passing at present — the phase of 
revival after a depression. The first task w'lU be to 
see how such a revival gathers momentum and 
produces prosperity. Then in order will come a 
discussion of how prospent}' produces condinons 
which lead to crises, how crises run out into de- 
pressions, and finally how' depressions after a tune 
produce conditions which lead to new' revivals. 

This whole analysis w’iU be a brief account of 
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the cycle in general business But it is important 
to note that different industries arc affected by 
busmess c> cles in different wavs. Some industries, 
for example, are hit early and hit hard by a de- 
clme m busmess activin% while other mdustnes are 
affected but slightly This aspect of the subject 
has received scant attention from mtestigators so 
far, and it cannot be adequately treated untd the 
various mdustnes have collected far more sys- 
tematic records of them changmg fortunes than 
are now avadable outside a narrow field. But with 
the cooperation of trade associations and certam 
busmess men we have collected some data that 
show how unponant and how promising is further 
work along sundar Imes. This material concemmg 
the effect of busmess cycles upon fiamcular m- 
dustnes will be presented in the next chapter after 
the c)’cle m general busmess has been traced 

111 . Revivals and the Cumulation of PaosPEamr 

A period of depression produces after a ume 
certain conditions which favor an mcrease of busi- 
ness activity Among these conditions are a level 
of pnees low in companion svith the pnees of 
prosperous tunes, drastic reducuons m the cost of 
domg busmess, narrow margins of profit, ample 
bank resert es, and a conservative policy m capital- 
izii^ busmess enterprises and in grannng credits 

Tnese conditions are accompanied sooner or 
later by an mcrease in the physical volume of 
purchases. When a depression begins, busmess 
enterprises of most sorts have m stock or on order 
liberal supplies of merchandise Durmg the earlier 
months of dullness they fill such orders as they 
can get mainly from these supphes already on 
hand, and m turn they buy or manufacture new 
supplies but spanngly Similarly, famdics and busi- 
ness concerns at the end of a penod of prosperity 
usually have a liberal stock of clothing, household 
fumislungs, and equipment. For a whde they buy 
little except the perishable goods which must be 
continuously consumed, hke food and transporta- 
oon. But after depression has lasted for months, 
the semi-durable goods wear out and must be re- 
placed or repaired As that time comes there is a 
gradual increase of buymg, and as the seller’s 
stocks are gradually reduced, there is also a slow 
mcrease of manufacturmg. 

Expenence indicates that, once begun, a recov- 
er) of this sort tends to grow cumulatively An 
increase m the amount of busmess that a merchant 
gets will make him a httle readier to renew his 
shabby equipment and order merchandise m ad- 
vance of immediate needs An mcrease in the 
number of men employed by factories ufil lead 
to larger family purchases and so to more manu- 


facturmg The improvmg state of trade will pro- 
duce a more cheerful state of mmd among busmess 
men, and the mote cheerful state of mmd mil give 
fresh impetus to the improvement m trade It is 
only a question of time when such an mcrease m 
the volume of busmess will turn dullness mto ac- 
nvity Somcomes the change is accelerated by 
some propitious event arising from other than 
busmess sources, for example, good harvests, or is 
retarded by some influence, such as political un- 
cenamnes Left to itself, the transformatjon pro- 
ceeds slowly but surely. 

While the price level is often saggmg slowly 
when a revival begins, the cumulative expansion m 
the physical volume of trade presently stops the 
fall and starts a rise For, when enterprises have in 
sight as much busmess as they can handle with 
their existing facilities of standard efficiency, they 
stand out for higher prices on addmonal orders. 
This policy prevails even m the most keenly com- 
petitive trades, because additional orders can be 
executed only by breakmg in new hands, startmg 
old machinery, buymg new eqmpment, or making 
some other change which mvolves increased ex- 
pense. The expectation of its coming hastens the 
advance Buyers are anxious to secure or to con- 
tract for la^e supphes while the low level of 
quotations continues, and the first definite signs 
of an upward trend of quotations brmgs out a sud- 
den rush of orders. 

Like the increase b the physical volume of 
busmess, the nsc of prices spreads rapidly, for 
every advance of quotanoni puts pressure upon 
someone ro recoup himself by makmg a compensa- 
tory advance m me pnees of what he has to sell 
The rcsultmg changes m pnees are far from even, 
not only as betiVcen different commodiues, but 
also as betiveen different parts of the system of 
nets In most but not all cases, retad prices lag 
ebnd wholesale, the pnees of staple consumers' 
behind the pnees of staple producers’ goods, and 
the pnees of finished products behmd the pnees of 
raw marcnals. Among raw materials, the prices of 
mineral products reflect the changed business con- 
diuoas more regularly than do me pnees of raw 
animal, farm, or forest products. Wages rise some- 
times more promptly, but nearly always m less 
degree tlian wholesale pnees, discount rates rise 
someumes more slowlv than commodities and 
sometimes more rapidly, interest rates on long 
loans move sluggishly m the early stages of re- 
VH-al, whde the pnees of stocks— -pamcularly of 
common stocks-^enerally precede and tx^d 
commodity pnees on the rise The causes of these 
differences m the pronmmess and the energy with 
Vibch vanous classes of prices respond to the sum- 
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ulus of business activitj’ are found partly in differ- 
ences of organization among the markets for com- 
modities, labor, loans, and securities, partly in the 
technical circumstances affectmg the relative de- 
mand for and supply of these several classes of 
goods, and partly m the adjustmg of selling prices 
to changes in the aggregate of buying prices which 
a business enterprise pays, rather than to changes 
in the prices of the particular goods bought for 
resale. 

In tlic great majority of enterprises, larger 
profits result from these divergent price fluctua- 
tions coupled with the greater physical volume of 
sales. For, while the prices of raw materials and 
of wares bought for resale usually, and the prices 
of bank loans often, rise faster than selling prices, 
the prices of labor lag far behind, and the prices 
which make up overhead costs are mainly stereo- 
typed for a time by old agreements regarding 
salaries, leases, and bonds. 

This mcrease of profits, combined with the 
prevalence of business optimism, leads to a marked 
expansion of investments. Of course the heavy 
orders for machmery, the large contracts for new 
construction, etc., which result, swell still further 
the physical volume of business and render yet 
stronger the forces which are driving prices up- 
ward. 

Indeed, the salient characteristic of this phase 
of the busmess cycle is the cumulative working 
of the various processes which arc converting a 
revival of trade mto intense prosperity. Not only 
does every increase in the physical volume of trade 
cause other increases, ever)' convert to optimism 
make new converts, and every advance of prices 
furnish an incentive for fresh advances, but the 
growth of trade helps to spread optimism and to 
raise prices, while optimism and rising prices both 
support each other and stimulate the growth of 
trade. Finally, as has just been said, the changes 
going forward in these three factors swell profits 
and encourage investments, while high profits and 
heavy investments react by augmenting trade jus- 
tifying optimism, and raisuig prices 

IV. How Prosperity Breeds a Crisis 

While the processes just sketched work cumu- 
latively for a time to enhance prosperity, they 
also cause a slow accumulation of stresses within 
the balanced system of business — stresses which 
ultimately undermine the conditions upon which 
prosperit}' rests. 

Among these stresses is the gradual increase in 
the costs of doing business. Tlie decline in over- 
head costs per unit of output ceases when enter- 
prises have once secured all the business they can 


handle with their standard equipment, and a slow 
increase of these costs begins when the expiration 
of old contracts makes necessaty' renewals at the 
high rates of interest, rent, and salaries which pre- 
vail in prosperity'. Meanwhile the operatmg costs 
rise at a relatively rapid rate. Equipment which is 
antiquated and plants which are ill located or 
otherwise work at some disadvantage are brought 
again into operauon. The price of labor rises, not 
only because the standard rates of wages go up, 
but also because of the prevalence of higher pay 
for overtime. More serious still is the fact tliat the 
efficiency of labor declines, because overtime 
brings weariness, because of the employment of 
“undesirables,” and because crews cannot be 
driven at top speed when jobs are more numerous 
than men to fill them. The prices of raw materials 
continue to rise faster on the average than the sell- 
ing prices of products. Finally, the numerous small 
wastes, incident to the conduct of business enter- 
prises, creep up when managers arc hurried by a 
press of orders demanding prompt delivery. 

A second stress is the accumulating tension of 
the investment and money markets. The supply of 
funds available at the old rates of interest for tlic 
purchase of bonds, for lending on mortgages, and 
the like, fails to keep pace with the rapidly swell- 
ing demand. It becomes difficult to negouate new 
issues of securities except on onerous terms, and 
men of affairs complain of the “scarcity of cap- 
ital.” Nor docs the supply of bank loans grow fast 
enough to keep up witn the demand. For the sup- 
ply is limited by the reserves which bankers hold 
against their expanding liabilities. Full employ- 
ment and active retail trade cause such a large 
amount of money to remain suspended in active 
circulation that the cash left in the banks increases 
rather slowly, even when the gold supply is rising 
most rapidly. On thcjither hand, the demand for 
bank loans grows not only with the physical vol- 
ume of trade, but also with the rise of prices, and 
w'lth the desire of men of affairs to use their own 
funds for controllmg as many business ventures 
as possible. Moreover, this demand is relatively 
inelastic, since many borrowers thmk they can pay 
high rates of discount for a few months and still 
make profits on their turnover, and since the cor- 
orations which are unwilling to sell long-time 
onds at the hard terms which have come to pre- 
vail try to raise part of the funds they require by 
discounting notes running only a few years. _ 

Tension in the bond and money markets is un- 
favorable to the continuance of prosperity, not 
only because high rates of interest reduce the 
prospective margins of profit, but also bccaiM 
they check the expansion in the volume of trade 
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OHt of which prospcnw developed Many pr^ 
lected ventures are relinquished or postponed, 
either beianse borrowers conclude that the in- 
vrould absorb too much of their profits, or 
because lenders refuse to extend their commit- 
ments fanher 

The credit eiroansion, which is one of the most 
regular concomitants of an intense boom, gives an 
appearance of enhanced prosperity to business. 
But this appearance is delusive. For when the in- 
dustrial army is already working its equipment at 
full capaaty, further borrowings by men who 
nish to mcrease their own busmesscs cannot in- 
crease appreciably the total output of goods. Tlie 
borrowers bid up sail higher the pnees of com- 
modities and services, and $0 cause a further ex- 
pansion m the pecuniary volume of trade. But 
they produce no corresponding mcrease m the 
ph)-sical volume of thin^ men can consume On 
the contrary, their borrowmgs augment that mass 
of debts, many protected by insufficient margins, 
which at the first breath of suspiaon leads to the 
demands for liquidation presently to be discussed 

The difficulty of financing new projects mten- 
sifics the check which one important gtoup of ui- 
dustnes has already begun to suffer from an earlier- 
tetmg cause. The industries m question are those 
svhicn produce industrial equipment — tools, ma- 
chines, plant— and the materials of which this 
equipment is made, from lumber and cement to 
copper and steel 

The demand for industrial equipment is partly a 
replacement demand and partly a demand for bet- 
terments and extensions The replacement demand 
for equipment doubtless varies with the physical 
auannty of demand for products, since, as a rule, 
me more rapidly machines and rollmg stock are 
run, the more rapidly they wear out. The demand 
for betterments and extensions, on the other hand, 
vanes not with the physical quantity of the prod- 
uce demanded, but with the fluctuaaons m this 
quantit)’. . 

. Dunng depression and early revival the 
equipment-building trades get little business except 
what IS provided by the replacement demand 
WTien the demand for products has reached the 
stage where it promises soon to exceed the capaaty 
of existing faalmes, however, the equipment 
trades expenenee a sudden and intense boom. But 
their business falls off again before prospentv has 
reached ns maximum, pronded the increase m the 
phvsical quantity of products slackens before it 
stops. Hence the seemmg anomahes pomted out by 
J. Maunce Dark 

The demand for equipment may decrease . . . 


even though the demand for the finished product 
IS still growmg The total demand for [equipment] 
tends to vary more sharply than the demand for 
finished products. . The ma.ximnm and mim- 
mum pomts m the demand for [equipment] tend 
to precede the maximum and minimum pomts m 
the demand for the finished products, the effect 
being that the change may appear to precede its 
own cause 

When we add to the check m the orders for 
new equipment arising from any slackenmg m 
the increase of demand for products, the further 
check which arises from stnngency m the bond 
market and the high cost of construction, we have 
no difficulty m underxtandmg why contracts for 
this land of work become less numerous as the 
climax of prosperity approaches. Then the steel 
mills, foundries, machme fanoncs, copper smelt- 
ers, quarries, lumber mDls, cement plants, con- 
struction compames, general contractors, and the 
like find their orders for future delivery falhng 
off lATide for the present they may be working 
at high pressure to complete old contracts withm 
the stipulated tune, they face a serious restnction 
of trade m the near future. 

The unposmg fabric of prospenty is buQt with 
a liberal factor of safety, but the larger grows 
the structure, the more severe become these in- 
ternal stresses The only effective means of pre- 
ventmg disaster while contmumg to build is to 
raise sellmg prices time after time high enough 
to offset the encroachments of costs upon profits, 
to cancel the advancing rates of mterests, and to 
keep producers willmg to contract for fresh m- 
dustnal equipment. 

But It IS impossible to keep sellmg pnees nsmg 
for an mdefimte time. In default of other cheeks, 
the inadequacy of cash reserves would ultimately 
compel the banks to refuse a further expansion of 
loans upon any terms. But before this stage has 
been reached, the nse of pnees may be stopped by 
the consequences of its own mevitable mcqualities. 
These mequalities become more glanng the higher 
the general level is forced, after a time they 
threaten senous reduction of profits to certain 
busmess enterprises, and the troubles of these vic- 
tims dissolve that confidence m the security of 
credits with which the whole towermg structure 
of prospenty has been cemented 

MTiat, then, are the Imes of busmess in which 
selling pnees cannot be raised sufficiently to pre- 
vent a reducoon of profits There are certain hnes 
in which sellmg pnees are stereotyped by law, by 
pubhc commissions, by contracts of long terms. 
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by custom, or by business policy, and in which 
no advance, or but meager advances can be made. 
There are other lines m which prices are always 
subject to the incalculable chances of the harvests, 
and in which the market value of all accumulated 
stocks of materials and finished goods wavers with 
the crop reports. There are always some hnes m 
which the recent construction of new equipment 
has increased the capacity for production faster 
than the demand for their wares has expanded 
under the repressing influence of the high prices 
which must be charged to prevent a reduction of 
profits The unwillingness of producers to let fresh 
contracts threatens loss not only to conaacting 
firms of all sorts, but also to all the enterprises 
from whom they buy materials and supphes. The 
high rates of interest not only check the current 
demand for wares of various kinds, but also clog 
the effort to maintain prices by keepmg large 
stocks of goods off the market until they can be 
sold to better advantage. Finally, the very success 
of other enterprises m raising selling prices fast 
enough to defend their profits aggravates the diffi- 
culties of the men who are in trouble; for to the 
latter every further rise of prices for products 
which they buy means a further strain upon their 
already stretched resources. 

As prosperity approaches its height, then, a sharp 
contrast develops between -the business prospects 
of different enterprises. Many, probably the ma- 
jority, are making more money than at any previ- 
ous stage of the busmess cycle. But an important 
minority, at least, face the prospect of declining 
profits. The more intense prosperity becomes, the 
larger grows this threatened group. It is only a 
question of time when these conditions, bred by 
prosperity, will force some radical readjustment. 

Now such a declme of profits threatens worse 
consequences than the failure to realize expected 
dividends, for it arouses doubt concerning the 
security of outstandmg credits. Business credit is 
based primarily upon the capitalized value of 
present and prospccuve profits, and the volume of 
credits outstanding at the zenith of prosperity is 
adjusted to the great expectations which prevail 
when the volume of trade is enormous, when 
prices are high, and when men of affairs are opti- 
mistic. The rise of interest rates has already nar- 
rowed the margins of security behind credits by 
reducing the capitalized value of given profits. 
When profits themselves begm to waver, the case 
becomes worse. Cautious creditors fear lest the 
shrinkage in the market rating of the business en- 
terprises which owe them money will leave no 
adequate security for repayment; hence they be- 
gin to refuse renewals of old loans to the enter- 


prises w'hich cannot stave off a decline of profits, 
and to press for a settlement of outstanding ac- 
counts. ° 

Thus prosperity ultimately brmgs on conditions 
which start a hquidation of the huge credits which 
it has piled up. And in the course of this liquida- 
tion, prosperity merges into crisis. 

V. Crises 

Once begun, the process of hquidation extends 
very rapidly, partly because most enterprises 
which are called upon to settle their maturing 
obligations in turn put similar pressure upon their 
own debtors, and partly because, despite all efforts 
to keep secret what is going forward, news pres- 
ently leaks out and other creditors take alarm. 

While this financial readjustment is under way, 
the problem of malting profits on current transac- 
tions is subordmated to the more vital problem of 
mamtaming solvency. Business managers concen- 
trate their energies upon providing for their out- 
standmg liabilities and upon nursing their financial 
resources, instead of upon pushmg their sales. In 
consequence, the volume of new orders falls off 
rapidly; that is, the faaors which were already 
dimmmg the prospects of profits in certain Imes 
of business are reinforced and extended. Even 
when the overwhelming majority of enterprises 
meet the demand for payment with success, the 
tenor of business developments undergoes a 
change. Expansion gives place to contracuon, 
though without a violent wrench Discount rates 
rise higher than usual, securities and commodities 
fall m price, and as old orders are completed, 
working forces are reduced, but there is no epi- 
demic of banltruptcies, no run upon banks, and no 
spasmodic interruption of the ordinary business 
processes. 

At the opposite extreme from crises of this mild 
order stana the crises which degenerate mto 
pames When the process of hquidation reaches 
a weak link in the cham of interlocking credits and 
the bankruptcy of some conspicuous enterprise 
spreads unreasoning alarm among the business 
public, then the banks are suddenly forced to meet 
a double strain — a sharp increase in the demand 
for loans, and a sharp increase in the demand for 
repayment of deposits. If the banks prove able to 
honor both demands without flinching, the alarm 
quickly subsides But if, as in 1873, 1893, and 1907, 
many solvent busmess men are refused accom- 
modation at any price, and if depositors are re- 
fused payment m full, the alarm turns mto panic. 
A restriction of payments by the banks gnM rise 
to a premium upon currency, to the hoarding of 
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csuh, and to the use of vanous unlawful substitutes 
for monev A refusal by the banks to expand their 
loans, snfl more a policy of contraction, sends 
interest rates up to three or four tunes their usual 
figures, and causes forced suspensions and bank- 
ruptcies. Collections fall mto arrears, domesoc 
exchange rates are dislocated, workmen are dis- 
charged because employers cannot get money for 
pay-rolls or fear lest they cannot collect pay for 
mods IV hen delivered, stocks fall to extremely low 
revels, even the best bonds dcclme somewhat m 
price, commodity markets are disotpamzed by 
saenfice sales, and the volume of busmess is vio- 
lently contracted. 

VI. Dcpressions 

The period of severe financial pressure is often 
followed bv the reopemng of numerous enter- 
prises which had been shut for a time. But this 
prompt revival of activity is partial and short- 
lived It IS based chiefly upon the finishmg of 
orders received but not completely executed in 
the precedmg penod of prosperity, or upon the 
cfTort to work up and market large stocks of ma- 
terials already on hand or contracted for It comes 
to an end as this work is gradually finished, be- 
cause new orders arc not forthcoming m suffiaent 
volume to keep the mills and factories busy 

There follows a period during which depression 
spreads over the whole field of busmess and grows 
more severe Consumers' demand declines m con- 
sequence of wholesale discharges of wage-earners, 
the gradual exhausuon of past savings, and the 
reduction of other classes of family incomes. 
With consumers’ demand falls the business de- 
mand for raw materials, current supplies, and 
equipment used m making consumers' goods. Still 
more severe is the shrinkage of producers' demand 
for construction work of all kinds, since few m- 
dniduals or enterprises care to sink money in 
new busmess ventures so long as trade reniams 
depressed and the price level is dcclming The 
contraction m the physical volume of business 
which results from these several shnnkages in de- 
mand IS cumulativ e, since every reduction of em- 
plajTuent causes a reduction of consumers’ de- 
mand, and every dcclme in consumers’ demand 
depresses current business demand and discour- 
ages invesmicnt, thereby causing further dis- 
charges of cmplojecs and reducing consumers’ 
demand once more 

With the contraction m the physical volume of 
trade goes a fall of prices, for, w hen current orders 
are insufficient to employ the existing mdustrial 
equ'mmcnt, competition for what business is to be 
had becomes keener This decline spreads through 


the regular commercial channels which connect 
one enterprise with another, and is cumulative, 
smee ever)' reducoon m price facilitates, if it does 
not force, reductions m other pnees, and the latter 
reductions react m their turn to cause fresh re- 
ductions at the starting point. 

As the rise of prices which accompanies revival, 
so the fall which accompanies depression is char- 
acterized by market differences m degree Whole- 
sale prices usually fall faster than retail, the pnees 
of producers’ goods faster than those of consumer’s 
goods, and the prices of raw materials faster than 
those of manufactured products The pnees of 
raw mineral products follow a mote regular course 
than those of raw forest, farm, or animal products 
As compared with the general mdex numbers of 
commodity prices at wholesale, mdex numbers of 
wages and mterest on long-time loans dcclme m 
less degree, while mdex numbers of discount rates 
and of stocks deebne m greater degree. The only 
miportant group of pnees to rise m the face of 
depression is that of high-grade bonds. 

Of course, the contraction m the physical vol- 
ume of trade and the fall of pnees reduce the 
margm of present and prospective profits, spread 
discouragement among business men, and check 
enterprise. But they also set m mooon certain 
processes of readjustment by which depression 
IS gradually overcome 

The operaung costs of doing busmess are re- 
duced by the rapid fall m the prices of raw ma- 
terials and of bank loans, by the mcrease m the 
efficiency of labor which comes when employ- 
ment IS scarce and men arc aaxious to hold their 
jobs, by closer economy on the part of managers, 
and by the adoption of improved methods Over- 
head costs, also, art reduced by reorganizing en- 
terprises which have actually become or which 
threaten to become insolvent, by the sale of other 
enterprises at low figures, by reduction of rentals 
and refunding of loans, by chargmg off bad debts 
and wntmg down depreciated properties, and by 
admittmg that a recapitalization of busmess enter- 
prises — corresponding to the lower prices of 
stocks — has been effeaed on the basis of lower 
profits 

WTiile these reductions m costs arc snll being 
made, the demand for goods ceases to shrmk and 
begins slowly to expand— a change which usually 
comes after one or two years of depression Ac- 
cumulated stocks left over from prospenty are 
gradually exhausted, and current consumption re- 
quires current production Oothing, furniture, 
inachiner)', and other moderately durable articles 
w hich hav c been used as long as possible arc finally 
discarded and replaced Population continues to 
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increase at a fairly uniform rate; the new mouths 
must be fed and new backs clothed. New tastes ap- 
pear among consumers and new methods among 
producers, giving rise to demand for novel 
products. Most important of all, the investment 
demand for industrial equipment revives, for, 
though saving slackens it does not cease, with the 
cessation of foreclosure sales and corporate re- 
organizations the opportunities to buy into old 
enterprises at bargain prices become fewer, capi- 
talists become less timid as the crisis recedes into 
the past, tlie low rates of interest on long-term 
bonds encourage borrowing, the accumulated 
technical improvements of several years may be 
utilized, and contracts can be let on most favorable 
conditions as to cost and prompt execution. 

Once these various forces have set the physical 
volume of trade to expandmg agam, the mcrease 
proves cumulative, though for a time the pace of 


growth is kept slow by the continued sagging of 
prices. But while the latter maintains the pressure 
upon business men and prevents the increased xol- 
ume of orders from producing a rapid rise of 
rofits, still business prospects become gradually 
rightcr. Old debts have been paid, accumulated 
stocks of commodities have been absorbed, weak 
enterprises have been reorganized, the banks are 
strong — all the clouds upon the financial horizon 
have disappeared. Everything is ready for a re- 
vival of activity, which will begin whenever some 
fortunate circumstance gives a sudden fillip to 
demand, or, m the absence of such an event, when 
the slow growth of the volume of business has 
filled order books and paved the way for a new 
rise of prices. 

Such is the stage of the business cycle with 
which the analysis began, and, having accounted 
for Its own beginning, the analysis cn^. 


I 
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Tin: CovFERKNCE ON Un’emploi'ment, called 
by the President m 1921 when the country was 
assailed by a sharp postwar depression, gave 
rise to three national survey's which afford con- 
siderable information about the economic con- 
dinons out of which grew the great depression 
of the nineteen tbimes Mention has already 
been made of the fate of the study of unem- 
plojuncnt and the business cycle that was made 
by the committee appointed by the Confer- 
ence The committee’s survey of seasonal oper- 
ations m the construction industry was hmited 
in scope The third survey, Recent Econonne 
Changes (1929), desenbed m elaborate detail 
the economic institutions of the America of 
the Golden Age, 

Wth the information of the e-tperts to guide 
It, the committee (headed by Herbert Hoover, 
then Secretary of Commerce, and numbenng 
representatives of industry and labor among 
Its members) proceeded to interpretation It is 
the scale and above all the tempo of change 
that makes the new era distinctive. But the 
period 1911-29 has been marked not only by 
unetamplcd activitj' but also by lags in certain 
areas, sucb as cotton and woolen teitilcs, coal 
and staple agnculture Prices have been stable 
on the uhole, so that the cost of living rose 
TO than wages, thereby assuring the United 
States of progressively increasing standards of 
mnng At the same time, productivity in both 
mdi^- and agriculture achieved new heights 
"ith the adi-ancc in productivity and real 
''•ages, consumption has leaped ahead, juso- 
anaent prediction that man’s wants 
and, by implication, tlie economic machine that 
«mcd to satisfy them tvere capable of in- 
definite expansion. Food, clothing and shelter 
date taken a rebtitcly small part of that in- 


crease, however, the American people spend 
a decreasing part of their income on funda- 
mental necessities. Their expenditures have 
turned to relative luxunes, more attractive 
clothes, more palatable food, durable consumer 
goods like radios and automobiles and, finally, 
to an increasmg degree of leisure. As the tren^ 
of consumption have altered, the service trades 
have expanded, absorbing some of the employ- 
ment slack left by technological advance. 

Yet, despite great natural resources and the 
vast opportunities latent in the development of 
cxisang industnes and the growth of harmoni- 
ous cooperation among all groups in the naoon, 
the Umted States must accept and apply the 
principle of equilibrium. Consequently, the 
President’s Committee warns of the danger m 
wasted natural resources, the disregard of the 
common interest by management and labor, 
selfish pricing policies, and the transfer of 
money from production to speculation. In the 
years between 1922 and 1927-28, equilibrium 
has been well maintained industnai peace has 
saved our energies, savings have not, until 
recently, been diverted to speculation, while 
study and advertismg have helped produce a 
better balance between production and con- 
sumption. 

Even m the optimistic conclusions of the 
committee, some misgivmgs may be seen The 
growth of unemployment in time of prosperity 
IS admitted, w ith the assurance, however, that 
leisure and the service trades will absorb it in 
^e The plight of agnculture is described 
There arc inadequacies in the banking mecha- 
nism But the Committee posted no warmnos 
and flew no danger signals ° 

For Edwin F Gay ( 1867 - 1 ^ 6 ), professor 
of economic history at Harvard and director of 
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the research staff which made the studies that 
constitute Recein Ecojwviic Changes, the pros- 
perity of the nineteen twenties was not an 
entirely new phenomenon, however startling 
it might appear to European observers of the 
American scene. These observers do not agree 
about what they see or the reasons for it, but 
they do not differ about the factors controlling 
recent American cvperience: the United States 
is in possession of the natural resources most 
needed for industrial development, while her 
labor supply is still relatively small. Hence, a 
mobility which promotes optimism, high 
wages, and a great e.\pansion of mechanization 
to economize labor and lower the cost of pay- 
rolls. Resources, labor, and machinery must 
be used to supply a large market. The market 
which the United States offers is huge in area 
and free of local barriers. High wages, com- 
plex machinery, and a broad market have of- 
fered a challenge to management. That chal- 
lenge has been met by the development of 
business as a profession on the one hand and 
“welfare capitalism” on the other. And, on all 
levels of American life, there prevails an ener- 
getic hopefulness rather startling to Europeans 
conditioned to a society whose hierarchical 
patterns have not yet been completely shat- 
tered. 

None of these factors is novel to the student 
of American history. Gay observes. Labor 
has always been scarce, management has long 
been ingenious, and Anicricans have been opti- 
mistic, energetic, adaptable, and inventive since 
the first European traveler discovered them. 
Nor is the present period of advance a novelty. 


Gay points to the flourishing decade between 
1825 and the crisis of 1837; the years following 
the discovery of gold in Cahfonua; the re- 
covery after the depression of 1873-1879, when 
prosperity reigned from 1879 to 1893, broken 
only by the minor crises of 1883 and 1886; the 
years between the Spanish-American War and 
the crisis of 1907; and even the long economic 
calm between that date and the first World 
War. Each of those periods was marked by 
technological advance, the rise of real wages, 
and changes in the organization of business as 
well as in the technical methods of industry. 

It is not in those respects that the prosperity 
of the nineteen twenties differs from that of 
previous periods. There has been a shift toward 
stability. Gay finds; an increasing reluctance 
to accept the “rough dislocations” of change; 
a rising social responsibility; a diffusion of in- 
vestment into groups which had never before 
owned securities. Novel, too, are the lack of 
popular resentment of corporate growth and 
an “open-mindedness of the public” which has 
not troubled this period with anything like 
Jacksonian democracy, Populism, or the "re- 
form” movements of the years preceding the 
first World War. 

Recent Economic Changes was ready for the 
printer early in 1929; the boom ended in Oc- 
tober, 1929. The selection here reprinted is 
from Recent Economic Changes in the United 
States; Report of the Covmiittce on Recent 
Economic Changes of the President's Confer- 
ence on Unemployment (2 vols.. New York, 
1929), and is published by permission of the 
McGraw-Hill Book Co., Inc. 


Recent Economic Changes 

BY EDWIN F. GAY 


Introduction 

There is a measure of truth in the statement that 
the perspective of distance is analogous to that of 
tmie. The foreign observer imports his own pre- 
conceptions, and from the nature of his situation 
IS likely to be inaccurate as to details, but he secs 
things in the mass. He generalizes on inadequate 


data, xs must the historian, but it is often instruc- 
tive to see through his eyes. What to the native is 
negligible matter of daily use and wont is lifted 
by the intelligent foreigner to the plane of a na- 
tional characteristic or an important trend of so- 
cial development There have been many such 
travelers m the United States since the bcginnmg 
of Its history, and diverse have been tlieir obsexva- 
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tions, but never has the flow of viators and com- 
ment been so great as m recent years Inquirers and 
ttntcn from many countries, official and unoffi- 
cial, htcrar)’ folk and technicians, busmess men 
and representatnes of labor, have come singly and 
m groups. Dunng the last six or seven years, 
books, reports and articles, in many languages, 
describing, eiplainmg or criticizing the economic 
and social situation m the United States, have ap- 
peared m unparalleled quantity This has been 
heralded as the new Discovery of Amenca 
Foreign Opmions.— Despite much divergence of 
opinion among these contemporaneous observers 
as to causes and conditions, there is marked una- 
nmiity as to the fact which is chiefly responsible 
for this extraordinary interest. They agree that 
of late there has been an “immense advance m 
America."* Our visitors are “impressed, every- 
uhere and etery day, by the evidences of an ebid- 
licnt prosperity and a confidence in the future." * 
Even a skeptical Australun )Oumalist who begms 
by doubting the very fact for which all other 
visitors are seeking the cause, namely the existence 
of high wages m the United States, ends by saymg 
that "Amenca has been expenencing a penod of 
unusual industnal prosperity'. Millions of people 
hare found their eammgs increasing at a more 
rapid rate than their standard of living”* The 
cntical German trade-unionists. In their careful 
report, believe that Amencan prosperity has 
nithin it the seeds of Its later undoing, but they 
bear witness to the high earnings and effearvcncss 
of the American worker, his mobdity and freedom 
from class antagonism, and above all to the preva- 
lent well-being and optunism of Americans ro 
genera] * A German industrialist declares that, 
mth an economic supremacy characterized by 
high tt-ages and machine progress, the United 
States has become "the first power of the world ” • 
The consensus of foreign opimon concerning 
the present great American prosperity is evident 
to any student of this recent literature But, though 
It might be mteresting, it would certainly be a 
difiicult and a tune-consummg task to trace' all the 
dnergcnces of point of view and the differing 
degrees of emphasis as to the causes of that pros- 
perity' Some of the travelers have returned home 

' Sir Josnh Stamp, Seme Ecenomfe Factort m Modem 
Life, 1919, p m 

* Raima) Muir, Amencm the Golden, 1917, p i 

* n G Adam, An Aurtral/an Looks at America, 1028, 
IT- 31 . "6 

' Amerikareiie dentseber aercerktetaflsfabrer, 191S. 
PP * 9 . .jS. 9J. 193, 19S 

* Carf K6ngen, Das M'irtictafiUcbe Amerlka ltd edi- 
tion, 1916, p im 


to spread the gospel of mass production, of auto- 
matic machinery and conveyers But Fordtsmus 
and Ratlonahsienmg, the slogans of these evan- 
gelists, have also been acrimoniously criticised 
Rmnsay Muir asserts, mdecd, that “the methods of 
mass-production hate not been introduced, and 
cannot be introduced, m the greater part even of 
Amencan industry,” but he elsewhere lays stress 
upon the factors of great natural resources and a 
great domestic free-trade market which have 
made mass production possible for the United 
States. England, by contrast, fives “by supplying 
the needs of world-wide markets, infimtely vane- 
gated,” and must therefore make quality, not 
quantity, its aim “ Dr Heinrich Ludwig complains 
uiat his German compatriots have, smee the war, 
studied Amencan mdustry too superficially. Ford, 
he declares, is not typical of the new management 
methods m the Umted States, and scientific man- 
agement (Raticmahstensng) has been miscon- 
ceived in Europe as concerned ptimanly with me- 
chamcal equipment It is not Arnencan technique 
but Amencan ps)'chologv which should be 
studied Its chiet characteristics, he asserts, are 
optimism tempered by statistics and expenment, 
kx aim IS stabuizanon, the secret of American suc- 
cess IS Its study of the market ' 

Amenca has become the arsenal whence 
weapons are drawn for both sides of embittered 
argument. It is, for mstanct, to some European 
rotcctionists a demonstration of the benefits of a 
igh protective tanfl, to other wnters it is a proof 
in Its free-trade concuiental market of the correct- 
ness of the commercial prmaples urged by the 
lassez-fatre economists, • and it is also a remfotc- 
mg support to the advocates of a European Zotl- 
Verem Its high wages are both the cause and the 
tesult of Its ptospenty.* The labor situaOon of the 
United States, so puzzling to the foreign workers 
who are surprised at the fnendly working spint m 
American labor-relations,"’ furnishes ground both 
for attack and defense m respect to trade-umon 
pohev Some observers emphasize American m- 
dn'idualism,’* others our spmt of co-opcration, 

• Ramtav AIuu", op eft^ pp 73-715,137 

• Heinnch Ludwig, Systematttebe Wsrtsebaft, Ameri- 

kamsebe Metboden, Deuttebe Verbalimsse, 1928, 
passim ’ 

• Yves-Guj'ot, “Les ttao-Unis d’anjounThm," Jour- 
nai desEconomistes,Va\ 87 (1927), p 13 
•Exponents, illustratmg these contrasting viena m the 
German pamphlet-war, are Tatnow, President of the 
German Woodworkers’ Union, and the Vererntgimg 
der detitteben ArbeitgeberuerbaTule 

'•See the Daily Mad Trade Union Mission to the 

Umted Sutes, 1927 

** British Official Report, 1927, p ij 
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our “unconscious socialism,” ” while one econo- 
mise shrewdly remarks that the pioneer’s struggle 
with the wilderness simultaneously developed both 
of these apparently incompatible traits.*’ We arc 
assured that America is a land of contrasts, with 
great diversity of regions and races, and also that it 
IS the home of a nation remarkable for its uni- 
formity of tastes and its passion for standardua- 
tion. Its people are massed increasingly in mo- 
notonous repetitive machine-labor; yet they show 
high intelligence and mobility in a free field for 
ambition. Tlie condition of the farmer in the 
United States is called by Ramsay Muir one of tlic 
“spots on the sun” of the American heaven, and 
he thinks that in American agriculture, “there 
seems to be an arrest of development.” But a 
German writer, not less observant, works out a 
coefficient of welfare higher for the United States 
than for Germany on the basis of the fact that 
while in Germany 43.3 per cent of the gainfully 
employed arc required to feed its population, in 
the United States 29 per cent suffices to perform 
the same service. The agricultural production per 
man in the United States, he states, is 2.46 times 
greater than in Germany. Not counting tractors 
and other agricultural machinery which have 
brought tuch an accession of power and wealth- 
production to the American farmer, in the item of 
horses alone he finds the number per agriculturist 
in the United States to be 3.7 times that of Ger- 
many. To him, agricultural America seems “a 
blessed country.”*’ 

It IS needless to enlarge on the numerous clashes 
m the testimony of the foreign observers. It is 
more to the point to mdicate that, despite their 
varying origins and predilections, there is a con- 
siderable degree of concurrence, although with 
differing emphasis, regarding certain main factors 
in the recent economic and social experience of 
this country. These factors may here be briefly 
summari/xd 

1. The natural resources of the United States 
are unrivaled, especially those which arc funda- 
mental to modem large-scale industrialism. There 
is not only a continental width of fertile land, but 
there exist also marvelous deposits of coal, petro- 
leum, iron and other essential minerals. The more 
critical of the foreign visitors are inclined to stress 
these bountiful gifts of nature, others weight more 

*’ Julius Hirscli, Das Avtertkamsche Wsrtsebafts- 
•mmdcT, 1926, p. 129. 

*’ Carl Kottgen, op, ctt., p, 56. 

** Ramsay Aluir, op, ctt,, pp. 16-1^, 

*’ Carl Kottgen, op, ctt,, pp, 9-15, 


heavily tlic energy and organization which has 
utilized them.” 

2. In this vast expanse of territory, historicallv 
so recently opened to European migration and stt- 
tlcmcnt, labor is relatively scarce and wages arc 
relatively higli. The situation may be tersely stated 
that “because American resources arc abundant, 
they arc wasted, because American labor is dear, it 
is economized.”** In the present undeveloped 
state of international wage statistics, it is natural 
that estimates of the higher range of American 
wages should vary. Andre Siegfried, in his some- 
what impressionistic manner, says they are “often 
ten tunes as much as those of even a European,” *• 
while the more conservative German trade-union- 
ists put the American wage level at about three 
times that of Germany and real w'agcs two and a 
half times as high. But the European writers agree 
that there is in the United States a markedly higher 
standard of living and that this profoundly mflu- 
cnccs the American outlook.*" 

3. In consequence of the juxtaposition of nch 
resources and an inadequate labor supplv, there 
has resulted a progressive development of labor- 
supplcmenung machine equipment, in agriculture, 
transportation and industry, and also a remarkable 
utilization of power. To some, this seems to be 
die chief explanation of the greater productivity 
of the American wage earner and hence of his 
higher standard of living.’" 

4. Many observers hold that of even greater im- 
portance than the technical progress is the great 
domestic market, untrammcled by barriers of 
tariffs, language, or tradition of local or national 
jealousies. The resulting “mass consumption” 
makes mass production possible and profitable. 

i«I quote once more from Ramsay Muir {op, ctt,, 
p. 2) : Once these resources were developed “bv means 
of man-power drawn from Europe and capital largely 
drawn from England, nothing could prevent Amcnca 
from becoming the most prosperous country' in the 
world , . . This is the main, and the abiding, cause of 
American prosperity. It cannot be imitated." Julius 
Hirsch (op, ctt,, p. 27), docs not hesitate to male a nu- 
mcncal ratio between the factors of nature and organi- 
zation. He ascribes about two-fiftlis of the greater 
American productivity to natural resources and tlucc- 
fifths to higher efficiency'. 

** L, Chiozza Money, L'Europe PJouvelie, 1926, Vol 9, 
p. 1528. 

** Andre Siegfried, Avtertca Contes of Age, 1927, p iw- 

Ibtd,, p. 154. Siegfried asserts that the “enormously 
higher” standard of living in the United States is now 
the chief contrast between the old and new coiiti- 
nents,” 

«Cf. The Economtst (London), Vol. 106, p. yJJ- 
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TTic naoon-wide marlet necessitates expanding 
agencies of distribution ishich are highly rcmu- 
neratne to their originators and which absorb a 
growng proportion of the gainfully employed ^ 
The character of the unified American market 
frequently leads to foreign comment on its sur- 
prising uniformity of demand The American 
business man, according to a French pomt of 
view, “has standardized the mdividual m order to 
be better able to standardize manufacture ” ” 

5. The problem of correlating abundant re- 
sources, expensive labor, and unsurpassed machme 
equipment, to serve the greatest of markets, has 
put a high premium on management and organiz- 
ing capaaty Scientific management m mdustry 
and commerce, apparently the resultant of emerg- 
ing pressures, is thought by many of the foreigners 
writing on recent economic changes m the Umted 
States to be the chief contribunon which this 
country is making to economic welfare and to be 
the key to its success. It is seen that the Amencan 
effott IS auned at the “optimum” result, the proper 
balance of all the many factors m a busmess enter- 
pnse.'* The preoccupation of the old-tune man- 
ager with wages has given way to a concern for 
the manifold elements entering mto unit costs. 
Such far-sighted management is becommg highly 
specialized, a new profession is entenng mto the 
structure of American industir 

6. In order to obtain the effective utilization of 
the worker’s effon and to lower costs, Amencan 
management has begun more systematically to 
improie mdustnal relations. It seeks to reduce the 
tumoi er of labor and the fnction of labor troubles 
which disturb the smooth-running mechanism of 
mdustry In a number of the larger concerns de- 
partments have been established to study and to 
deal wnth this problem, and this new specialiration 
of personnel management has attracted favorable 
foreign attention Some observers regard “the 
achievement of mdustnal peace between labor, 

•‘The German tradc-unionistj remark that advems- 
Inp, the appropriate tool for modem salesmanship m a 
wide mitkct, is everywhere, m England, France, Ger- 
many and the United States, from 2 per cent to 5 per 
cent of the total cost of production ^e larger abso- 
lute amount thus cvpendM m the United States is due 
metth to the greater size of the market But the size 
a unifomuty of this market has led m the United 
States to more highly developed sales policies. 
lAmetikarnie, p 65.) 

Piehot and Fourmer, “Communication sur le voyage 
aux fjats-Ums,” Bullctm de la Cbambre de Con nii eree 

deram.julv 7, 19)8 

’’See espectallv the remarks of the German trade 
uniomsts, Amerikarnsc, p 49 


capital and management” as among the leading 
causes of American prosperity But even those 
who speak m cooler tone agree that a great im- 
provement m mdustnal relations has been effected 
It K generally recognized that there has been a 
toluntary assumption by employers of heavy’ so- 
cial charges m the establishment of benefits of 
vanous kinds, and there has connnued since the 
war a considerable mterest m plans for workers’ 
representauon ” A corresponding shift m the 
labor-umon attitude has also taken place which 
differentiates the Amencan labor movement from 
that found m any other country' The new labor- 
tmton policy recognizes not the identity but the 
mutuality of mterest between the two parties to 
the labor contract. This approach to better under- 
standmg on both sides is itself a sign of general 
change in the temper of the mdustnal commumty. 
The human aspects of the relationships of manage- 
ment not only w ith labor, but also with customers, 
competitors, and the public, are more stressed m 
word and in practice There is a growing sense of 
social responsibdity 

7 A related factor m Amencan economic effi- 
ciency IS the openmmdedness of American man- 
agement. Many visitors note with appreciation the 
freedom of access and mformanon which they 
have found.'* "MTiat is raismg the whole standard 
of management m the United States is the habit 
among employers of discussmg their problems 
openly among themselves, of companng the meth- 
ods of one mdustry with those of another, and of 
founding associations for research and conference 

. They are not afraid to teach each other or 
too proud to leam from each other ” ” They are 
givmg mcreasmg support to scientific research 
and looking with respect upon university trammg 

8 Emphasis is unanimously laid upon the domi- 
nant national trait of optimistic energy, as an 
underlymg element m these vanous phenomena 
of Amencan economic activity The mdmdual m 
Amenca is mobile as to place and calling, he is 
moving upward,” He sometimes appears doede, 

” P A. Moltcno, The Causes and Extent of Amencan 
Prospenty," Contemporary Review, August, 1917 
a* One of the best studies of the subject is H B Bnder’i 
report on Indtutrial Retaiiom in the Umted States, In- 
ternational Labor Office, 1917 

”Scc, for instance, A Detoeuf, “Les conditions de 
production amfncainc,” Revue pohtlqtte et parlemen- 
tatre, Vol 128, Carl KSttgen, op cit,, p ir 
"“Amencan Industry and its Significance,” Round 
Table (London), 1926, Vol 17, pp 264, 

On this point, note especially' the testimonv of the 
German tiad e-onlon report, which W'as based upon 
contact with Amencan workers Amerikareise, p 950. 
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but it is because he is tolerant of social inconven- 
iences wliich his experience tells him arc only in- 
cidental and tcniporar)'. The way to education 
and to promotion is wide open; indeed many lad- 
ders to advancement are available and their rungs 
arc all intact, so that he may climb who will. We 
are told that this is tlie inheritance of tlie frontier; 
in spite of the fact that the agricultural frontier has 
disappeared, our visitors find still strongly per- 
sistent the same characteristic spirit of indomi- 
table hopefulness. . . . 

And so, when we look back over a century of 
our own economic history for analogous periods of 
fairly continuous advance, without coo mmute re- 
gard for the fluctuations of the business cycles, 
we find certain groups of years which have points 
of likeness, and also of unlikeness, to the experi- 
ence of the United States since 1922. There have 
been four previous periods of efflorescence. These 
correspond approximately to increases m con- 
temporaneous economic activity in Western Eu- 
rope. The first of the four periods of marked ac- 
celeration set in about 1825, with the recovery 
from the great fall of prices which followed the 
end of the Napoleomc wars, and, although there 
was one sharp break in 1834, this period of activity 
culminated m the boom of 183(1, Then came the 
prostrating panic of 1837, the western crisis of 
1839, and years of depression. Again, from about 
1849 to the pamc of 1857, broken by a mild reces- 
sion in 1854, there were successive years of un- 
precedented prosperity. Immediately after the 
Civil War there was a time of hectic prosperity 
and great speculative activity, but with too many 
disturbing factors to rank the stretch from 1865 to 
1879 among the notable periods. But from 1879, 
through the “fat eighties,” though with recessions, 
to 1893, we may find a third remarkable forward 
movement. From 1898 to the crisis of 1907 there 
was a fourth long run of prosperity. In this case, 
the period of severe depression following the crisis 
w’as remarkably brief, and the country had several 
years of undramatic fluctuations before the cur- 
tain rose for the tragedy of the Great War. 

Two of these four major periods, the second and 
fourth, were accompanied by new gold discov- 
eries and rising price uends, during the first 
period, from 1815 to 1837, prices were gradually 
falling,’ and the third, from 1879 to 1893, experi- 
enced a marked and steady drop in- prices AJl of 
them show remarkable advances in the cx^ploita- 
tion of the national resources, notably land oc- 
cupation in the first three periods, in the last three, 
coal, iron and petroleum production at an accel- 
erating rate m a world comparison, gold and silver 


production at a diminishmg rate; in the last two 
periods the other mineral resources, copper lead- 
ing, come mto greater prominence. With each 
forward surge the demand for labor has grown 
and immigrauon has responded Despite a nugra- 
uon of colossal proportions, such as the world 
had never known, the demand for labor was 
nevcrtlieless maintained. Each period saw an in- 
crease m real wages, though more lagging and less 
pronounced than that which we have recently 
witnessed. All four periods contributed notable 
invenuons and methods for economizing and sup- 
plementing human labor. With developing pr^ 
sure there was a difference in the mam direction 
of technological advance, earlier toward trans- 
portation and horse-driven agricultural machin- 
ery, later toward industrial equipment and a great 
extension in the mastery and use of pow'er. The 
steady growth of the vast domesue market led 
m each period to inevitable changes m market- 
ing and credit organization, the “orthodox” system 
of distribution, with its wholesaler, local jobber, 
and retailer, was clearly under stram in the second 
period and beginning to break in the third, while 
new forms and relationships were bemg estab- 
lished. Each phase of activity is marked by de- 
velopment or the banking system to meet the 
demands of rapidly growing industry and com- 
merce, and each concludmg phase of crisis, 1837- 
1839, 1857-1860, 1893-1896, 1907, gave the impulse 
to banking and monetary reforms The pressure of 
expanding markets and of technological oppor- 
tunity was necessitating even more conspicuous 
transformations in factory organization and in 
magnitude of enterprise. These changes, with the 
exploitation of natural resources on an ever- 
enlarging scale, called mto bemg successive groups 
of business leaders, often, at each first break mto 
new fields of opportunity, shaip and unscrupulous, 
ruthless and oaring. Beside the great merchants 
of the earlier period there swarmed the new 
growth which Charles Dickens pilloried, but out 
of their ranks came the outstanding personalities, 
organizers of industry and finance, the railroad 
and lumber “barons,” the steel “kings,” the meat- 
packing and oil magnates of the third period, and 
the leadership, more sobered by power and re- 
sponsibility, of the fourth Finally, throughout all 
tne four great waves of advance, and even in the 
troughs between, there has always been felt that 
upward movement of forceful energy, of opti- 
mistic ambition, which our foreign observers hate 
so constantly noted. 

So rapid a sketch does but faint justice to the 
many and complicated aspects oi our economic 
development, and it can only indicate the answer. 
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if annicr be at all possible, to the question of 
simDanty between our present phase and those 
precedmg it. Fuller studies, both qualitatne and 
quantitame not only of busmess cycles but of 
longer trends, are required, and there B reason to 
belitne that the interest which these studies are 
esciung will result m more eaact knowledge even 
of earlier penods where the source material is 
relanvely scant)' But it will serve our present pur- 
pose to point out that most of the eight significant 
features of the e.xisung economic condiuons m the 
United States upon which we have found our 
foreign visitors in substantial agreement are also 
charactensue of former major periods of pros- 
pcrit)' in our histoiy The fundamental conditions 
of our existence on this continent have thus far 
remamed substanoally unchanged, and the re- 
sponses have therefore been similar, not so much 
m cttemal form as m their essential character 
Even the successive maladjustments of economic 
growth show, bchmd their external dissinularmes, 
an underl) ing hkcncss. With superabundant nat- 
ural resources, for example, we nave always been 
open to the charge of wastefulness, and this is 
easily explicable, but with msuffiaent man power 
It seems, at first thought, curious that we are now 
and have ever been wasteful of human life. That 
we should permit the rate of accident and crime 
to remain so much higher than in other civilned 
nations may sprmg from the reckless forcefulness 
with which we have attacked the difficulties of 
expansion But there was a sign of change m the 
fundamental conditions of our national life when 
there emerged the conservation movement for the 
natural resources, and the slogan “safety first" for 
human life. Another senous maladjustment has 
been constantly observable in the extreme to 
which we have carried the swings of prosperity 
and business depression, the fierce bursts of specu- 
linvc activity and the sharp reactions. Agam, our 
environment and its needs mav help to explain 
this feverish pulse-beat, yet here also another 
slogan, “stabihtv',” may be symptomatic of coming 
fnndamcntal change. It is, furthermore, highly 
characteristic of all our penods of expansion that 
the rapidity and vigor of growth of some elements 
IS so great as senousl) to unbalance the whole 
organism Each previous phase of prospentv' has 
had Its flourishmg "new” industnes, a different 
groun each time, and each period has seen, or 
lailco to sec, other suffenng members scckmg 
readjustment or reduced to atrophy With each 
successive advance, for instance, there has re- 
mained a farm problem and agrarian discontent 
somewhere in the rear These rough dislocations m 


the past have made us exceptionally prone to scrap 
machmer)’ and men But quick adaptation and 
rapid mutation, perhaps biologically useful, our 
industrial society is now commencing to regard 
with more social concern 
The shiftmgs of psychological attitude, here m- 
dicated, seems to suggest that something distmctly 
different from our former experience is takmg 
place. The chief characteristics of the present eco- 
nomic phase, agreed upon by our numerous vis- 
itors from abroad, are, it is true, evolved logically 
from what has preceded, and we are soil finding 
answers along similar Imes to a similarly con- 
structed problem But there seem now to be differ- 
ences of degree which approach differences b 
kind In this sense we may say that the unprec- 
edented utilization of power and its vyide disper- 
sion by automobile and tractor, in which this 
country leads the way, is a new addioon of enor- 
mous potenoality to our resources With the gen- 
eral Increase of wealth, the growth m the number 
of millionaires has been accompanied by a remark- 
able rise in the real wages of mdustrul workers, 
and a wide diffusion of mvestments The profes- 
sion of management is clearly emerging, and there 
Is visible an mcreasmg professional spM m busi- 
ness, which springs from and entads recognized 
social responsibilities. The "self-policmg” of busi- 
ness, with Its codes of ethics, has been assisted by 
the recent development of trade-associations and 
the mcreasmg influence of research and profes- 
sional education. The strength and stability of 
our financial structure, both governmental and 
commercial, is of modem growth. The great cor- 
porate development of busmess enterprise, well 
marked in the fourth jieriod of expansion, has gone 
on to new heights. It may be creating, as some 
thmk, a new t)'pe of social organization, but m any 
case the open-mmdedness of the public, and of the 
state which is its instrument, toward this growing 
power of business corporations appears to be 
novel m Amencan history. 

Here are the begmnmgs of new answers to the 
old problem But more than this. Some of the 
basic elements of the problem are evidently in 
process of change The resources of the country, 
snll enormous, are no longer regarded as lumtless, 
the labor of the world is no longer minted freely 
to exploit them The capital flow has turned out- 
ward, private and public interests and responsi- 
bihties have a new world-wide scope. These 
changes must have far-reaching consequences and 
enuil further and more perplcxmg adjust- 
ments ... ' 



THE GOLDEN NINETEEN TWENTIES 

ROBERT S. LYND AND HELEN Ai. LYND 


As TiiE DETACHED OBSERVER of his owD time, the 
“Persian" or “Chinese traveler” of the eight- 
eenth century has been succeeded by the cul- 
tural anthropologist. One of the great examples 
of this form of analysis is Middletown, the 
work of Robert S. Lynd (1892- ) of Co- 

lumbia University and his wife, Helen M. 
Lynd ( 1 896- ) , of Sarah Lawrence College. 
TTie Lynds proceed by regarding an American 
city as they might a primitive community. 
How do these people get their living^ mate 
and rear their young? spend their leisure^ con- 
duct their religious and associational hfe? Since 
an Amencan city is being studied, change is of 
the essence. Therefore, all these factors must 
be considered in relation to the city’s behavior 
a generation earher. 

A city in the 25-50,000 population range, 
with 95 percent of its inhabitants of American 
origin, was chosen by the Lynds for their 
inquiry. Tlie city lay in Midwestern Amenca, 
was the seat of glass and metal works, and de- 
pended on outside areas for both raw materials 
and markets. In 1895, industry had first ap- 
peared significantly in Middletown, a com- 
munity long settled as a country town. Since 
then, Middletown has become completely sub- 
ject to the money economy. Social position and 
social aim are both conditioned by money, 
which has come to be an impersonal measure of 
personal worth. This “extraneous” factor dic- 
tates the amount of room a family shall have 
for hving, the' education of its children, the 
recreaaons it enjoys, the beliefs it maintains 
and even its awareness of belonging to or being 
alien from die world in which it lives. 

The Lynds find that people marry earher 
than they did in the nineties, for the relative 
disappearance of the skilled mechanic makes a 
youth’s earnings equal to a man’s. On the other 
hand, the demands of the machine diminish the 
demand for workers over forty. Mating re- 
mains a matter of “romance,” guided by paren- 
tal conviction that it is as easy to fall in love 


with the boss’s daughter as UTth his stenogra- 
pher; and sex separation in society after mar- 
riage IS almost as ngid in Middletown as in 
Polynesia. Child-rearing is a female occupation 
whether in the home or in institutionalized 
school hfe: the father provides money and 
disciphne, mother and teacher everything else. 
Eiducation is a Middletown fetish, not for its 
content but because it focuses the hope of one 
group and the sentiment of the other. The 
Middletown high-school basketball team is re- 
garded with complete seriousness by Middle- 
town’s business-class elders; the high school is 
the center of social life to the young and, to 
parents of the working class, it represents the 
gateway of opportunity. 

Middletown’s adults spend their leisure pas- 
sively for the most part: they listen to speakers, 
whom they don’t heckle, they read — that is, 
the women do; they go to the movies or arc 
spectators at sports events. More actively, Mid- 
dletown adults drive cars and tinker with them; 
build radios — the radio was still an outlet for 
craftsmanship in the middle nineteen twenties, 
play cards, and dance. Casual social contact has 
all but disappeared. From childhood, social life 
proceeds on a pair basis; the group friendships 
of the mneties are gone. Indeed, friendship in 
general is on the dechne. Businessmen have 
Rotary and similar organizations to give them 
a sense of “belonging,” but the virtual disap- 
pearance of the trade unions has closed that 
satisfaction to the workingman. 

In rehgion, Middletown proves the truth of 
Tocqueville’s misgivings about the power of 
public opinion in a democracy. All demonstra- 
tion of loss of faith has disappeared before an 
indifferent conformity molded, particularly 
among the business class, by concern for “what 
people will say.” Middletown churches arc 
divided not by doctrine but by economic and 
social factors. Middletown ministers are so har- 
ried by their duties that the old concept of a 
“learned ministry” no longer exists. In public 
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esteem, ministers rank svith others who tram 
the young and so are not considered fit com- 
pany for adult men m their hours of leisure 
Yet Middletown beheves in the mission of 
Christianity, the hteral truth of the Bible, the 
divinity of Christ, and the reahty of Christian 
eschatology The hope of Heaven has genuine 
emotional value for working-class women, 
women of the business group are more con- 
forming but less fervent To the man of the 
business class, Middletotvn is a vital entity, 
though he allows it to be corruptly governed 
As a community, Middletown is marked by 
deep social cleavages, its Negroes are segre- 
gated, Jevs and foreigners are unwelcome, 
and the business and \t orking classes are hostile 
to each other 

The Lynds draw no gcncrjil conclusions 
from their accumulation of data, except to 
point out, m every connection, on what a be- 
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wildenng variety of levels the commumty con- 
trives to hvc From the five hundred odd pages 
of Middletown, emerges the picture of an ener- 
getic community, almost wholly inactive on 
the personal, amsne, and mtellectual levels, 
techmcally competent and unaware of the so- 
cial unpbeanons of its competence It moves in 
an aura of pressures, reads newspapers and 
magazines otvned outside die community, is 
won by movements hke the Klan, and votes 
Republican because it knows on which side 
Its bread is buttered The movies swell the de- 
mand for luxury, the high school shows the 
adolescent how money makes the mare go, the 
automobile divides the family on one hand 
and umtes it on the other TTius the middle- 
class Amenca of the nmeteen twenties. 

The selection here repnnted is from Middle- 
town (New York, 1927) and is published by 
permission of Harcourt, Brace and Company. 


Middletown 


BY ROBERT S. LYND AND HELEN M. LYND 


OiAPTEB VllI VVirv Do Thei Work so Hard? 

One ENiracES from the offices, stores, and fac- 
tones of Middictoii'n asking m some bewilder- 
ment vhv all the able-bodied men and many of 
the women devote their best energies for long 
hours dav after day to this dnving activity seem- 
mgly to foreign to many of the most powerful 
impulses of human beings. Is all this expenditute 
of energ)' necessaiy to secure food, clothing, shel- 
ter. and other things cssennal to existence? If not, 
preciselv what over and beyond these subsistence 
necessanes is Middletown getting out of its work? 

For veiy many of those who get the living for 
Middletow n the amount of robust satisfaction they 
demo from the actual performance of their spe- 
cific jobs seems, at best, to be slight Among the 
business men the kudos accrumg to the emment in 
getting a Imng and to some of their minor associ- 
ates yields a kind of madental satisfaction, the 
successful manufacturer even tends today to sup- 
plant m local prestige and authonts- the judge, 
preacher, and “professor" of thirtv-fivc to fort)' 
seats a^o But for the workmg class both any 
samfactions inherent in the actual daily doing of 
the job and the prestige and k-udos of the able 


worker among his associates would appear to be 
decbmng 

The demand of the iron man for swifmess and 
endurance rather than traming and skill have led 
to the gradual abandonment of the apprennee- 
master craftsman system, one of the chief char- 
actensnes of Middletown life in the nmeties, this 
system is now virtuallv a thuig of the past. The 
master mechanic was the aristocrat among work- 
men of 1890 — “one of the noblest of Goo's crea- 
tures,” as one of them put it. But even m the 
nmetics machmery was beginnmg to undermine 
the monopolistic status of his skill, he was begin- 
mng to feel the ground shifting under his feet. 
The State Statistician recorded uneasy protests of 
men from all over the State Today all that is left 
of the four-year apprentice system among 9,000 
workers m the manufactunng and mechanical 
mdustnes is three or four score apprenuces scat- 
tered through the budding and moldmg trades 
“It’s 'high speed steel' and speaalization and Ford 
cars that’s hit the machinist's union,” accordmg to 
a skilled Middletown worker “You had to know 
how to use the old carbon steel to keep it from get- 
tin’ hot and spoilm’ the edge But this high speed 
steel' and this new 'stclite' don’t absorb the heat 
and are harder than carbon steel You can take a 



boy fresh from tlic farm and in three days he can 
manage a machine as well as I can, and I’ve been 
at it uvenw-scsen years.” 

Witli the passing of apprenticeship the line be- 
tween skilled and unskilled worker has become 
so blurred as to be in some shops almost non- 
c\istcnt. The superintendent of a leading Middle- 
town machine shop says, “Sevcnt)'’-fivc per cent, 
of our force of 800 men can be taken from farm 
or high school and trained in a week’s time.” In 
the glass plant whose shift in processes is noted in 
Chapter VI. 84 per cent, of the tool-using person- 
nel, e.\clusivc of foremen, require one month or 
less of training, another 4 per cent, not more than 
six months, 6 per cent, a year, and the remaining 6 
per cent, tliree years. Foundry workers have not 
lost to the iron man as heavily as machinists, but 
even here the trend is marked. In Middletown’s 
leading foundry in the early nineties, 47 per cent, 
of the workers (including foremen) had three to 
SIX years’ training. This trained group today is half 
as great (14 per cent.) and 60 per cent, of all the 
castings produced arc made by a group of new- 
comers who cast with the help of machmes and 
require only a fortnight or so of training. . . . 

Tlie shift from a system in which length of 
service, craftsmanship, and authority in the shop 
and social prestige among one’s peers tended to go 
together to one which, in the main, demands litdc 
of a worker’s personality save rapid, habitual reac- 
tions and an ability to submerge himself in the 
performance of a few routinized easdy learned 
movements seems to have wiped out many of the 
satisfactions that formerly accompanied the job. 
Middletown’s shops arc full of men of whom it 
may be said that “there isn’t 25 per cent, of them 
paying attention to the job.” And as they leave the 
shop in the evening, “The work of a modern 
machine-tender leaves nothing tangible at the end 
of the day's work to which he can point with pride 
and say, did that — it is the result of my own skill 
and my own effort.’ ” 

The intangible income accruing to many of the 
business group derives in part from such new 
devices as membership in Rotary and other civic 
clubs, the Chamber of Commerce, Business and 
Professional Women’s Club, and the various pro- 
fessional clubs. But among the working class not 
only have no such new groups arisen to reward 
and bolster their work, but the once powerful 
trade unions have for the most part either disap- 
peared or persist in attenuated form. 

By the early nineties Middletown had become 
“one of the best organized cities m the United 
States,” By 1897, thirty “locals” totaling 3,766 
members ijverc affiliated with the A. F. of L. and 


the city vied with Detroit and other cities as a 
labor convention cinx In 1S99 the first chapter of 
a national women’s organization, tlie Women’s 
Union Labor League, was launched in Middle- 
town. At this time orpnized labor formed one of 
the most active coordinating centers in the hves of 
some thousands of Middletown working class 
families, touching their gctting-a-livmg, educa- 
tional, leisure-time, and even in a few cases re- 
ligious activities. On the gctting-a-livmg sector 
the unions brought tangible pressure for a weekly 
pay law, standardized wage scales, factory inspec- 
tion, safety devices and ocher things regarded as 
improvements, and helped in sickness or death, 
while crowded mass meetings held in the opera 
house collected large sums for the striking work- 
ers in Homestead and elsewhere. A special Work- 
ingmen’s Library and Reading Room, witli a paid 
librarian and a wide assortment of books, was much 
frequented. Undoubtedly the religious clement in 
the labor movement of this day was missed by 
many, but a Middletown old-timer still refers en- 
tVmsiasticaUy to the Kmghts of Labor as a “grand 
organization” with a “fine ritual,” and a member 
of both iron and glass unions during the nineties 
is emphatic regarding the greater importance of 
the ceremonial aspects of the unions in those days, 
particularly when new members were received, as 
compared with the bald meetings of today. As 
centers of leisure dmo the unions ranked among 
the important social factors in the lives of a large 
number of workers. . . . 

Labor Day, a great day m the nineties, is today 
barely noticed. 

From the end of the nineties such laconic re- 
ports as “Strike defeated by use of machinery” 
mark increasingly the failing status of organized 
labor in Middletown. According to the secretary 
of one national union, “the organized labor move- 
ment in [Middletown] docs not compare with 
that of 1890 as one to one hundred.” The city’s 
civic clubs boast of its being an “open shop town.” 

The social function of the union has disappeared 
in this day of movies and automobile, save for 
sparsely attended dances at Labor Hall. The 
strong moldcrs’ union, e.g., has to compel attend- 
ance at its meetings by making attendance at one 
or the other of the two monthly meetings com- 
pulsory under a penalty of a dollar fine. There is 
no longer a Workingmen’s Library or any other 
educational activity. Multiple lodge memberships, 
occasional factory “mutual welfare associations,” 
the diffusion of the habit of carrying life insur- 
ance, socialized provision of workmen’s compen- 
sation, and the beginning of the practice in at least 
three factories of carrying group life-insurance 
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for all sorters, are slowly uUmg over the insur- 
ance function performed by the trade unions. Of 
the loo working class families for whom mcome 
distribution was secured, only eleven contributed 
anj-thing to the support of labor unions, amounts 
contributed ranged from SiBtio to $6000 
kakcwise, public opinion is no longer with or- 
ganized bbor In the earlier period a promment 
Middletown lawyer and the supenntendent of 
schools addressed an open meetmg of the Knights 
of Labor, and the local press commended the “suc- 
cess of the meeting of this flounshmg order" 
MTicn Samuel Gompers came to town m mnety- 
seven he was dmed m the mayor’s home before 
addressing the great crowd at the opera house. 
The press earned daily items agitatmg for stricter 
local enforcement of the weekly pay law, or urg- 
mg public support of umon soliataoons for funds 
for union purposes, or calling speeches at labor 
mass-mcctmgs “scry able and enjoyable ad- 
dresses.” The proceedmgs of the Glass Workers’ 
Convention m Baltimore m 1890 were reported m 
full on the first page Such a note as this was com- 
mon "Dunng the last few months there have been 
organized m this city several trade organizanons 
and labor umons . and much good has re- 
sulted therefrom." At a grand Farmers and 
Knights of Labor picnic ui 1890, “a perfect jam, 
nowithstandmg the ram,” the speaker "ably de- 
nounced trusts. Standard OH, etc.," according to 
the leading paper The largest men’s clothmg firm 
presented a umon w ith a silk parade-banner cost- 
mg nearly Stoo. Today the Middletown press has 
little that IS good to say of organized labor The 
pulpit avoids such subjects, particularly m the 
churches of the busmess class, and when it speaks 
It IS apt to do so m guarded, equivocal terms. A 
prevalent attitude among the busmess clast ap- 
pears m the statement of one of the citj’’s leaders, 
‘U’orking men don’t need unions nowadays. 
There are no great evils or problems now as there 
vv ere fifty years ago We are much more m danger 
of coddlmg the working men than abusmg them. 
Working people are just as well off now as they 
can possmiy be csccpt for things which are m the 
nature of mdustry and cannot be helped ” 

For both working and busmess class no other 
accompaniment of gemng a livmg approaches m 
importance the monc) receiv ed for their work. It 
IS more this future, mstnimental aspect of work, 
rather than the mtnnsic satisfactions involved, that 
keeps Middletown workmg so hard as more and 
more of the acunties of Iivmg arc comm" to be 
stramed through the bars of the dollar siim 
Among the business group, such thmgs as one’s 
circle of friends, the kind of car one drives, play- 
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mg golf, jommg Rotary, the church to which one 
bdongs, one’s polracal pnnaples, the soaal posi- 
tion of one’s wife apparently tend to be scruu- 
nized somewhat more than formerly m Middle- 
town for their instrumental beanng upon the mam 
busmess of getting a living, while, conversely, 
one’s status m these various other activities tends 
to be much mfluenced by one’s financial position. 
As ncmage hat decreased in its influence upon the 
ordmary soaal contacts of this group, there ap- 
pears to be a constantly closer relation between 
the sobtary' factor of financial status and one’s 
socia! status. A leading auzen presented this mat- 
ter m a nutshell to a member of the research staff 
m discussmg the almost universal local custom of 
"placmg" new-comers in terms of where they 
live, how they hve, the land of car they drive, and 
sunilar externals “It’s perfectly natural You see, 
they know money, and they don’t know you." 

This dommance of the dollar appears m the ap- 
parently growmg tendency among younger vvorlt- 
ing class men to swap a problematic fnture for im- 
mediate “big money” Foremen complam that 
Middletown boys entering the shops today are 
mcreasingly less mterested m being moved from 
job to job until they have become all-round skilled 
workers, but want to stay on one machme and run 
up their production so that they may quickly 
reach a ma-ximum wage scale ’ 

The nsc of large-scale advertising, popular mag- 
azines, movies, radio, and other channels of m- 
creased cultural diffusion from without are rap- 
idly changing habits of thought as to what things 
are essential to hvmg and multiplymg opaonal 
occasions for spendii^ money’ Inraallment bny- 

’ According to one veteran foundry foreman “In the 
old daja of the nineues a boy was shaped and tramed 
by his foreman. When he started his apprenticeship 
for the molder’i trade he was lucky to make $3 or $4 
a week. At the end of the first year he was making, 
maybe, a dollar or $1^5 a day, at the end of the second 
year perhaps $i 50 or $1x0, the third jear, $1 15, and 
then at the end of the fourth year he received his card 
and S27J a day Meanwhile his foreman had shifted 
him about from job to job until, when he became a 
moldcr and went on a piece-work basis, he knew his 
job from every’ angle and could make big money But 
the trouble nowadays a that withb a year a machme 
molder may be making as much as a man who has been 
there fifteen or twenty years. He has he eves on the 
money S40 to Sjo a week — and resists the foreman’s 
efforts to put him on bench moldmg where he would 
leam the fine points of the molder’s trade.” 

» It B perhaps impossible to overesnmate the role of 
monon pictures, advertemg, and other forms of pub- 
licity In this nse m subjective standards Week after 
vv eek at the movies people m all walks of life enter. 



ing, which rums wishes into horses overnight, and 
the heavy increase m the number of children re- 
ceiving higher education, with its occasions for 
breakmg with home traditions, are facilitating this 
rise to new standards of living. In 1890 Middle- 
town appears to have lived on a scries of plateaus 
as regards standard of living, old citizens say there 
was more contentment with relative arrival; it was 
a common thing to hear a remark that so and so 
“is pretty good for people m our circumstances.” 
Today the edges of the plateaus have been shaved 
off, and every one lives on a slope from any pomt 
of which desirable things belonging to people all 
the way to the top are in view. 

This diffusion of new urgent occasions for 
spending money in every sector of living is ex- 
hibited by such new tools and services commonly 
used in Aliddletown today, but cither unknown 
or little used in the nineties, as the following: 

In the home — furnace, running hot and cold wa- 
ter, modem sanitation, electric appliances ranging 
from toasters to washmg machines, telephone, re- 
frigeration, green vegetables and fresh fruit all the 
year round, greater variety of clothing, silk hose 
and underwear, commercial pressing and clean- 
ing of clothes,^ commercial laundermg or use of 
expensive electrical equipment m the home,* cos- 


often witli an intensity of emotion that is apparently 
one of the most potent n’eans of reconditioning habtt^ 
mto the intimacies of Fifth Avenue drawing rooms 
and English countrj' houses, watching the habitual ac- 
tivities of a different cultural level The growth of 
popular magazines and national advertising involves 
the utilization tlirough the printed page of the most 
powerful stimuli to action In place of the relatively 
mild, scattered, somcthing-for-nothing, sample-free, 
I-tell-you-this-is-a-good-article copy seen in Middle- 
town a generation ago, advertising is concentrating 
increasingly upon a type of copy aiming to make the 
reader emotionally uneasy, to bludgeon him with the 
fact that decent people don't live the way he does: 
decent people ride on balloon tires, have a second 
bathroom, and so on. This copy points an accusmg 
finger at the stenographer as she reads her Motion Ptc- 
tiire Magazine and makes her acutely cjjnscious of her 
unpolished finger nails, or of the worn place in the liv- 
ing room rug, and sends the housewife peering anx- 
iously into the mirror to see if her wrinkles look like 

those tliat made Mrs X in the ad “old at thirty- 

five" because she did not have a Leisure Hour electric 
washer. . . , 

" In the Middletown city directory for 1889 there were 
no dty cleaners and only one dye house Today a city 
less than four times the size has nvelve dry cleaners 
and four dye houses Tlic habit of pressing trousers is 
said not to have “come in” until about 1895. 

* The hand-washers of 1890 sold for $7 50-$ioa)o, while 
the modem machines cost $6oax) to S200 00. 


mctics, manicuring, and commercial hair-dressing. 

In spendmg leisure time — movies (attendance 
far more frequent than at earlier occasional 
“shows”), automobile (gas, tires, depreciation, 
cost of trips), phonograph, radio, more elaborate 
children’s playthings, more club dues for more 
members of the family, Y.M.C.A. and Y.W.CA., 
more formal dances and banquets, includmg a 
highly competitive senes of “smartly appointed 
affairs” by high school clubs, “ agarettc smoking 
and expensive cigars. 

In education — high school and college (involv- 
ing longer dependence of children), many new 
incidental costs such as entrance to constant school 
athletic contests. 

In the face of these rapidly multiplymg ac- 
cessories to living, the “social problem” of “the 
high cost of livmg” is apparently envisaged by 
most people in Middletown as soluble if they can 
only inch themselves up a notch higher in the 
amount of money received for their work. Under 
these circumstances, why shouldn’t money be im- 
portant to people m Middletown’ . . . 

Money being, then, so crucial, how much money 
do Middletown people actually receive? The min- 
imum cost of livmg for a “standard family of five” 
In Middletown m 1924 was $1,920.87. A complete 
distribution of the earnings of Middletown is not 
available. Twelve to 15 per cent, of those getting 
the city’s bving reported a large enough income 
for 1923 to make the filing of a Federal income 
tax return necessary. Of the 16,000-17,000 people 
gainfully employed in 1923 — including, however, 
somewhere m the neighborhood of a thousand 
married women, some of whom undoubtedly made 
joint returns with their husbands — 210 reported 
net incomes (i.e., minus interest, contributions, 
etc.) of $5,000 or over, 999 more net incomes less 
than $5,000 but large enough to be taxable after 
subtracting allowed excmjjtions ($1,000 if single, 
$2,500 if married, and $400 per dependent), while 
1,036 more filed returns but were not taxable after 
subtracting allowed deductions and exemptions. 
The other 85-88 per cent, of those earning the 
city’s living presumably received either less than 
$1,000 if single or less than $2,000 if married, or 
faded to make income tax returns. . . . 

“ A dance no longer costs $0.50, as in the nineties, but 
the members of clubs arc assessed about $4 00 for their 
Christmas dances today. Music used to be a two- or 
three-piece affair, but now it is an imported orchestra 
costing from Si 50 to $300. A boy has to take a girl in 
a taxi if he does not have the use of the family car. One 
does not go home after a dance but spends a dollar or 
so on “cats” aftenvards. Expensive favors are given at 
annual sorority banquets. 
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A detailed cilculanon of a cost of living index 
for Middletotra m 1924 on the basis of the cost 
of living m 1891 reveals an increase of 117 per 
cent. A comparison of the aserage yearly eammps 
of the 100 heads of families In 19*4 svith avail- 
able figures for 439 glass, wood, and iron and steel 
workers in Middletown m 1891 reieals an average 
of Si4i594>i m the former case and $505 65 in the 
latter, or an increase of 191 per cent, today* Or if 
w c take the earnings of school teachers as an mdex, 
probably conservative, of the trend in eamm^ as 
against this rise of 117 pet cent, in the cost ot liv- 
ing, It appears that the minimam salary paid to 
grade scliool teachers has risen 143 per cent, and 
the maximum 159 per cent , and the minimum sal- 
ary paid to high school teachers 134 per cent, and 
the maximum 250 per cent The median salary for 
grade school teachers in 1924 was $1,331 25, with 
the first and third quamles at $983 66 and $1,368x10 
respectively The median salaiy for high school 
teachers was $1,375x10, with the first and third 
namlcs at SixH9-t3 and $1,705 30 respecovely 
ubstannal mcrcases m the mcomes of persons in 
certain other representative ocenpanons are sog- 

f [cstcd by the fact that the salary of a bank teller 
las mounted from $30 00 or $63 00 a month m 
1890 to $166 67 a month in 1924, that of an average 

•The iSpi earnings are taken from the Fmtrtb Blrntrial 
Report (or the state in v. hich Middletown is located, 
dated 1891-1, pp 57, 130, and 317 This Report gives 
the average income of 113 Abddietown adult male glass 
workers as $31949, of sixty-nuic wood workers ns 
S431 31, and of 14s iron and steel workers as $51906— 
or an aierage for the entire 439 of $303/3 Too much 
weight obviously cannot be put upon these 1891 fig- 
ures, as nothing is known either os to the method of 
their collection or as to their accuracy 


male clerk m a leadmg men’s clothing store from 
$12 00 a week in 1890 to $33 00 today, a doctor’s 
fee for a normal delivery with the tame amount 
of accompanymg care m both periods has risen 
from $1000 to $3300, and for a house call from 
$i 00 ro $3 00. 

Thus this crucial activity of spendmg one’s best 
energies year m and year out m domg things re- 
mote from the immediate concerns of living even- 
tuates apparently in the abihy^ to buy somewhat 
more than formerl\', but both business men and 
working men seem to be runtung for dear life In 
this busmess of making the money they earn keep 
pace vnth the even more rapid grovvth of their 
subjective wants. A Rip Van Winkle who fell 
asleep in the Middletown of 1883 to awake today 
would marvel at the change as did the French 
economist Say when he revisited England ot the 
close of the Napoleomc Wars, every one seemed 
to run mtent upon his own business as though 
feanng to stop lest those behmd trample him 
down In the quiet county-seat of the rmddle 
eighties men lived relatively close to the earth 
and its products. In less than four decades, busi- 
ness class and vvorkmg class, bosses and bossed, 
have been caught up by Industry, this new trait in 
the aty’s culmre that is shaping the pattern of the 
whole of living Aceordmg to its needs, large 
numbers of people anxious to get their living are 
periodically stopped by the recurrent phenom- 
enon of ’’bad tunes” when the machines stop run- 
ning, workers are "laid off” by the hundreds, 
salesmen sell less, bankers call m loans, "credit 
freezes,” and many Middletown famihes may take 
their children from school, move mto cheaper 
homes, cut down on food, and do without many 
of the countless things they desire. 


ANDRE SIEGFRIED 


Not Qurrr a full century after Tocquevillc had 
made his appraisal of Amcncan democracy m 
Its youth, another Frenchman undertook to 
survey a United States grown mature. Like 
Tocqucvillc, Andr£ Siegfried (1875- ) is 

amazed, and like him he is afraid for Europe’s 
future Again, the United States has brought 
something new into the world and once more 
Europeans stand m w omed fascination before 
This later portent is not fundamentally new, 
how cv cr, but rather an outgrowth of forces 
latent even in Andrew Jackson’s America. 


Siegfried offers an interesting footnote to many 
of Tocqueville’s observations, particularly as 
those concern the prospects for hberty m the 
United States Rut where Tocqucvnllc wonders 
whether liberty can survive democracy, Sieg- 
fried wonders whether liberty can endure mass 
production, for him the threat to freedom lies 
on the conveyor belt, not in the ballot box. 

Siegfried, Alsatian by birth and an economist 
by profession, had visited the United States 
frequently before he wrote Anienca Cowes of 
Age. He spent the slx months before draftmg 



io< 5 o 


THE GOLDEN' NINETEEN TWENTIES 


the book in traveling through the countr}\ not 
lecturing but listening to Americans. Out of 
those conversations and excursions, he drew 
some rather superficial economic and political 
obscn'ations; mass production requires a conti- 
nental market and so cannot be practiced in 
France, the Republican part)'^ enlists the rich, 
the rural, and the aggressively respectable, save 
in South; while the Democrats arc dependent 
on the uncertain turn of events for their 
votes. 

When Siegfried turns to the cultural scene, 
he IS more illuminating, for he speaks as a 
cultivated conunental European. He is aware of 
the cross-currents of religion and the national 
tradition which he chooses to label “race.” 
The old Anglo-Saxon Protestant America is 
feeling the pressure of the polyglot Catholics 
in her cities. The Ku Klu.x Klan and Prohibi- 
tion both may be taken as responses to that 
stimulus. It has also produced immigration re- 
striction and the odd phenomenon of a democ- 
racy m which large numbers have the vote and 
yet arc, in effect, second-class citizens. 


Standardized mass production stifles per- 
sonal development in Amcnca; the United 
States produces things, not people. It is non- 
sense to assert that the worker, who is subject 
to the discipline of the machine during work- 
ing hours, can be creauve in his leisure. Profits 
overshadow liberty of action, as the machine’s 
requirements overshadow those of its serx'ants, 
and so Americans confonn not only to the pat- 
terns of economic behavior but also to the re- 
sultant patterns of social behavior. 

Thus, the individualist Latin — who can be 
bound by no social unit but the family — con- 
fronted by the enonnous molding force of die 
American way of life. It is an ironical fact that 
xvitlun a decade and a half much of the pe- 
culiarly independent Latin soul, as exemplified 
in the political leadership of the Latin nations 
of Europe, had demonstrated its freedom by 
embracing fascism or succumbing to it. 

The selection here reprinted is from America 
Comes of Af^e (New York, 1927) and is pub- 
lished by permission of Harcourt, Brace and 
Company. 


America Comes of Age 

BY ANDRE SIEGFRIED 


Chapter IX: The Ku KLtrx Klan 

The Ku Klux Klan is one of those manifestations 
which rage for a while and then die down and dis- 
appear. No one takes them seriously when the 
crisis IS over, but they seem very tragic at the time. 
Nevertheless they reveal a latent source of trouble 
which may remain long after die outbreak has 
assed. The Ku Klux Klan is an extreme form of 
rotestant nadonalism, in fact, we must almost 
consider it a fever, as otherwise wc are apt to ex- 
aggerate it during the crisis and to belitde it when 
the temperature has fallen again. 

It is more than a secret society; it is a state of 
mind. It is more than a whim; it is tlie revival of a 
whole series of earlier revolts against immigrants, 
negroes. Catholics, and “outsiders” generally. 
Tills nadonahstic chauvmism dates back many 
years without even a change in its vocabulary. At 
the end of the eighteenth century we find the pub- 
lic on guard against “un-American” ideas. About 
1830, wlien the Irish immigration began to be un- 


portant, “native American tickets” grew up spon- 
taneously at the elections, the idea being to Keep 
foreigners out of elective or honorary positions. 
The “Know Nothing” secret society reached its 
climax in 1858 during the peaceful Gemian-lrish 
mvasion. By means of pass-words, secret cere- 
monies, etc.. It endeavoured to combat the grow- 
mg influence of Cadiolicism, which was making 
itself felt in the “ignorant foreign vote,” as it was 
called. It is estimated that at its maximum the 
“Know Nothings” had some 1,250,000 members. 

A generation passed, and in 1887 we see the and- 
Catholic American Protective Association strug- 
ghng agamst the Latin-Slav invasion. A false en- 
cyclical was produced to prove that the Pope was 
claiming the endre American conunent on the 
ground that Christopher Columbus was a Catholic. 
Protestant America was threatened' The Aliddlc 
West and die West responded to the appeal of the 
A P.A , and many recruits were obtained in iMich- 
igan, Ohio, Illinois, Iowa, Missouri, Kansas, and 
Nebraska. The “Know Nothings” and the A P.A. 
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arc the foreninners of the present Klan in so far 
as the latter is directed against Catholics, Jews, and 
foreigners 

The negro, ho« ever, has been the principal oh- 
iccinc eicr since the Klan was first founded by 
the Southerners in iS66 at Pulashi, Tenn The aim 
of the onginal Klan, to ‘‘maintam the supremacy 
of the uliuc race in the old slave States,” its meth- 
ods, Its hteratch), and its picturesque language, 
have all been handed doum intact to the present 
socict)- W'hcn the “carpet-baggets” united with 
the negroes after the Ovil War, the Southerners 
w ere able to resist only by outlaw methods. They 
fought the “unpious domination” of the negroes, 
m tne name of their own racial supenonty, and, 
as Kiansmen, undenooh to carry out an unwrit- 
ten code which they considered to be the only 
(ust one. Realizing that anything solemn and mys- 
tenous has an unmense effect on the ignorant and 
superstitious negro, they chose as their weapon a 
secret society, which in any case has a great at- 
traction for the American mmd . . 

Fifty years later, m 1915, it needed only the fear 
of another crisis for the Klan to be revived at At- 
lanta, Georgia. It did not attam any unportance 
until 1917 or 1918, when the war-time mob psy- 
chology asserted itself m the reappearance of na- 
tionalism and xenophobia This time the move- 
ment was founded by William Joseph Simmons 
— “Colonel” Simmons, rather, as he had been a vol- 
unteer in the Spanish-American War The Colonel 
IS one of the many Protestant lay preachers who 
were impregnated with a sort of unperiatisac 
mysticism by the M'ar The secret soaetj' w'hich 
he founded with the time-honoured title of the 
Ku Klux Klan was “consecrated as Protestant to 
the teachmg of the Christian religion, and pledged 
as white men to the eternal mamtenance of white 
supremacs’ " 

In the South, arcumstances had aroused old 
fears anew, for many negroes who had jorned the 
armi in 1917 had been sent to Europe, W'here they 
had often been treated as equals, and even gone 
about with white women. It was essential to Wp 
them in their place when they returned, so the 
Klan was to be there just as it had been m the 
reconstruction days aftcr'the GvD War Also, if 
alongside the negro, the Catholic foreigner should 
pt out of hand, or the Bolshci ik should preach 
his odious doctnnes, the good Protestant citizens 
would have the Klan wnth which to keep them m 
order In 1919 >nd 1910, the Klan probably num- 
bered some tens of thousands, and as was the case 
half a century earlier, its influence took the form 
of spontaneous mterference m the mamtenance 
of order There were warnings sent to bad ctti- 


zeni, sensational examples calculated to esate the 
imagination, and threatemng notices, not to men- 
tion solemn processions. 

The Klan’s greatest penod of expansion was not 
so much during the War, as while the peace 
treaties were bemg drawn up, for it was then that 
America aw oke to the danger of invasion by the 
lowest element of die Old World The army had 
come back rather ann-European in sentiment, and 
those w'ho had stay'cd at home were bubbling over 
with unexpended energy Furthermore, many de- 
mobilized soldiers found their places taken either 
by a negro or by some uncouth ahen, and that 
alone w'as enough to excite a feelmg of group 
ammosity “All these foreigners are banded to- 
gether and organizmg, with the Catholic Church 
m the lead,” they grumbled, “we must organize 
too ” It was at this moment that the Ku Klux Klan, 
which had been sufiermg somewhat from the 
blundering administration of Colonel Simmons, 
was reconstructed according to approved Amer- 
ican methods, and the new directorate, m best 
“booster” style, made a very good thing out of it 
financially Under their impulse the character of 
the Klan changed entirely. It was no longer sim- 
ply a local sou&iern reaction, but became the chief 
expression of the nanonal mstmet of defence, and 
accordingly' its centre shifted from the South to 
the West and Southwest . , . 

In the South the K.K.K. reaped the harvest of a 
soil that had been oiled for two generations In 
the Southwest and beyond the Mississippi it 
touched a different chentele m the small-town 
Amencans, the descendants of the Puritan pio- 
neers who colonized the West m the middle of 
the nmeteenth century Their orthodox Protes- 
tantism and old-fashioned type of Americanism 
has persisted unchanged beneath an impenetrable 
veneer of boredom. Nothmg can exceed the medi- 
oenty of these small communiues, where local 
public opmion aggressively spies on any one sus- 
pected of being different. The Klan was never 
entirely successful m the big ones with their muc- 
ture of races and groups, nor yet m the isolation 
of the open country, but it absolutely controlled 
the small towms. An mtellectua! aristocracy 
scarcely exists m these shut-m communities, where 
even the school teacher is held on a oght leash. 
Socieu' IS run by a narrow-mmded middle class 
and inspired by a Protestant clergy to whom the 
Invisible Empire is not without its attractions. The 
Baptist mmister is usually m ^-mpathy with the 
Klan and is often appomted Kleagle or local pub- 
licity agent. When a hooded band inarches my's- 
tcnously out to offer a well-fiUed purse to some 
Worthy preacher, the choice never falls on a Cath- 
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olic priest or an Anglican clergjTnan, but always 
on a Baptist or a Methodist. 

It IS largely due to the Protestant minister, 
whose influence has been growing suicc the War, 
tliat the well-meamng but timorous middle class 
has been awakened to certain fears — the fear of 
Catholicism, atheism, and evolution, of wine and 
European immoralit)', of radicals, Bolshevists, and 
revolutionaries, of invasion by blacks, yellows, and 
Latin-Slavs, and of the mongrelizing of the race. 
. . . Therefore, when the K.K.K came foru'ard 
as the champion of national morality in partner- 
ship with the Fundamentalists, the Prohibidon- 
ists, and the anti-evoludomsts (who are really the 
same people), its authonty was verj' great. With 
the hdp of the ministers, whom the Ana-Saloon 
League has craftily appomted electoral agents, and 
the “Babbitts,” those tj'pical honest business men, 
the Klan is savmg society. New York may laugh, 
but the local pohacians know what they are deal- 
mg with, and they are careful to watch their step 
where the Klan is concerned. This accounts quite 
naturally for certain manifestanons, such as the 
ana-evolutionist law in Tennessee and the prohibi- 
don amendment, not to mennon various other 
laws intended to purify both customs and souls. It 
IS simply a case of threatened Americanism taking 
refuge in the stronghold of conformity 

It IS quite evident where K.K.K propaganda has 
succeeded. Sooner or later it was bound to at- 
tract the dregs of humanity, for they are always 
m favour of illegal direct acdon, and the South 
in paracular seems to have suffered from this 
abuse. The program of the Klan, however, was 
able to attract honest men; and the greater part of 
its personnel was recruited from the middle class. 
It also thrived excepdonally well wherever the 
old-time groups remained distmct and strong, as 
the geography of the Klan shows. It is difficult to 
map It out accurately, pardy because no stadsdes 
are possible and also because it changes from 
month to month. The Invisible Empire has no 
fi.\ed boundaries but moves like a storm across the 
countr)', with the centre of depression changing 
ever}' moment. Up to 1920 the South was the chief 
zone afifected, but after that the depression moved 
to the Southwest and West, and extended to 
Southern California on the one hand, and on the 
other to the Northwest as far as Oregon. At the 
same ome it mread up the Mississippi Valley and 
installed itself in full force m the old American 
districts of Indiana and Ohio. Finally it peneaated 
to the East, prmcipally to the small non-industrial 
towTis of New York State, Massachusetts, and the 
northeastern part of Long Island. 

This topography shows that the Ku Klux Klan 


is strong wherever foreigners are not too numer- 
ous. It has never been a power in the conglomerate 
cities of New York and Boston, although m cer- 
tain places tthich are reacting Molendy against 
foreign infilaadon, it has gained great strength. 
All that is needed to provoke a sudden outbreak 
IS a trivial incident, a scandal over some corrupt 
party machine run by Irish politicians, excessive 
zeal on the part of the Catholics, or the arm al of 
a band of negroes or Jews. In Indiana, for ex- 
ample, the outburst took the form of American- 
izaaon by intimidation, and pressure was brought 
to bear on business, on elected officials, and in lact 
on people generally. This difference in attitude 
beavecn the old-fashioned small towns on the 
one hand and the industrialized city districts with 
their masses of foreigners on the other is of first 
importance, and explains much m post-war Amer- 
ican pohucs. 

In the South the defence of the white race was 
the attraction; m the West the binerness of the 
Anglo-Saxon Protestants against Rome and Euro- 
pean demoralizaaon; and in the Northw-est it was 
hostility tow'ard foreigners, Jew' or Catholic, Rus- 
sian, Irish, or Mediterranean. In ever}' case, how- 
ever, they aimed chiefly at the Cathohe Church. 
An and-clerical Frenchman can understand their 
prejudices, for he realizes that they are less against 
rehgion than against the Church as a poliacal insti- 
tution led by an Italian. A stubborn or ignorant 
American will never admit that a Catholic can 
conform entirely to the spirit of the Constitution 
and at the same time serve the Church, for at any 
minute he may receive orders from the laner. Ex- 
perience shows that such instructions have been 
given, if not by the Pope, at any rate by the priests 
during elections. This classic objecaon is speaally 
strong in the United States, because the Roman 
Catholic Church is suspected of carty’ing on re- 
ligious colonizaaon there. What was in France 
simply a quarrel over floctrines is a nvalr}' of race 
in Amenca. 

The criacal sense is not the most highly de- 
veloped in America, and this possibly explains the 
quite mprobable rumours that are continually cir- 
culating. The Aviencan Standard, the fortnightly 
organ of the Ku Klux Klan, provides a choice 
collecaon of pearls. Here are a few' quotations 
picked out at random. 

In the issue of August, 1925, we read: 

“Do you know that Rome looks upon M'ashing- 
ton as ffie future centre of her power and is filling 
our government departments with Papists? That 
the hierarchy for many years has been bu}'ing 
strategic sites in our capital^ That in our Depart- 
ment of State at Washington, 61 per cent, of the 
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employfa arc Roman Carfiolics? That ui our 
Trcasuiy Department, m which the duty of en- 
forcing prohibition 15 vested, 70 per cent- of the 
employes are Roman Catholics?” 

Or again, stronger still, in the issue of October 

I. 19«5 , , 

“We again take the occasion to attack the sm- 
ister purposes and persistent efforts of the Roman 
Catholic hierarchy, to foist upon us the belief that 
Christopher Columbus was the discoverer of 
America, and through this fraudulent representa- 
tion to lay claim to inherent rights which belong 
solely to Nordic Christian peoples, through the 
discovers’ of this contment by Leif Encson in the 
year 1000" 

A Catholic might reply that there were no 
Protestants m the year 1000, and therefore Leif 
Encson must have been a Catholic hunself But 
this does not disconcert the Amencm Standard, 
for under date of October ij we read 

"The servile subject peoples of the Mediter- 
ranean haie been vnllmg subjects of the Vatican, 
but the spintually-imnded, chivalrous, and free- 
dom-lot mg Nordic peoples have always been hos- 
tile to Rome " 

The Amencan Standard allows itself to be ear- 
ned away bji such eaalted idealism, so it winds up 
by enunaatmg a program which may be coherent 
but would certainly be impossible in actual prac- 
tice 

(t) Laws to requue the readmg of the Holy 
Bible in ever)’ Amencan public school 

(а) Recognition of the tact that the doctrines 
taught bv monarchical Romanism, and the pnn- 
ciplcs embodied in free republican Amencanism, 
arc opposed 

(3) Recognition of the fact that smee Roman 
Catholics glie first allegunce to an alien political 
potentate, their claim to atircnship m this Protes- 
tant countr)’ IS illegitimate. 

(4) Revision of our citizenship laws, to wipe 
out the "alien vote ” 

(5) A law to destroy the alien mfluence of the 
foreign language press by requirmg that the Eng- 
lish language be used eiclusivelv 

(б) The exclusion from America of the Jews 
who w’orlt against Christianit)’ 

(7) The return of the negroes to their homeland 
of Afnca 

(R) The voting privilege to be restricted to citi- 
zens who have sjicnt at least four years in the 
Amencan public schools. 

(9) Strict adherence to the Constitution of the 
United States, including the prohibition amend- 
ment 

(10) The teaching of Christ Jesus, as given m 


the Holy Bible, the Word of God, as the standard 
of Amencan conduct m public and pnvate life. 

Impenal Wizard Evans, the supreme head of 
the Klan, boasts that he is "the most average man" 
m America. In spite of their ndiculous and aggres- 
sive form, these ideas are very widespread among 
the more ignorant Protestants, and will likely sur- 
vive the secret society which is now expressing 
them so vigorously They are an inspiration to the 
too per cent. Amencan, for they represent a tend- 
ency m which the Klan is but a picturesque and 
passing episode. Even the number of members, if 
It were published, w’onid not tell us much, for the 
organization is less important than the atmosphere 
It e-vpresses. 

The organization, as such, has declined rapidly 
since 19J3 In 1921, the New York World esti- 
mated Its membership at half a million, m 1922 a 
Congressional committee of umuuy could not find 
more than 100,000, m 1923 The World’s Work 
suggested the figure of 2,500x100, in 1924 Meckhn, 
in his excellent book on the Klan, speaks of "mil- 
lions ” Decadence had, however, set m, first in the 
South and then m the Southwest. In September, 
1925, the Klan was still able to fill the streets of 
Washington with an immense procession, ^but m 
February, 1926, an inquiry made by the New 
York Toner reveals an absolute rout 

The weakness of the movement lay m the fact 
that when asked to carry out constructive work. 
It had always proved incapable. It did succeed in 
conquering whole States politically, such as Okla- 
homa and Georgia, but nothing came of it, for 
as soon as it came out mto the open, the secret so- 
ciety lost Its force by losing its mystery The 

f lower of the Klan is at its best when pulling wires 
n the local legislatures or even m Federal poliocs 
In 1924 It controlled at least half the Democrats 
at the national convention to nominate the presi- 
dential candidate, and the Republicans on their 
Side did not dare oppose it. Now, however, the 
period of intimidation seems to be past, and in a 
few years the Klan will probably count for very 
little, although the prejudices it represents will 
survive After all, it was a typical jmst-war move- 
ment Strqjped of its violence — the legacy of the 
South — and of its childish and grandiloquent rit- 
ual — the legacy of Amencan Free Masonry — it 
stfll stands for a national reaction or the resent- 
ment of the old-time Americans against the alien 
masses. 

CiuPTOi X Native Ameeica v». Alien Ideals 

In conclusion let us bnefly review the various 
aspects of the present situation m the United 
States the ano-evolutlomst campaign, educational 
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intolerance, prohibition, the restriction of immi- 
gration, and the fear of Catholic Europe as c\- 
pressed in the Ku Kluv Klan Tliey all spring from 
the same origin and can be summed up in the for- 
mula, “America for Regular Americans.” At the 
moment American nationalism is taking the form 
of a cult of the native-bom, but will this last? 

In the mnetcenth century the new continent 
gladly tlircw open its doors to the oppressed of 
the world. In the United States any one could 
find a new fatherland and the right to call himself 
an American. This is now giving way to a con- 
trary conception, according to which the country 
must mould its future from the one race with 
which its religion, moral code, and exclusive tradi- 
oons are associated. The purists, who guard all the 
avenues of approach, contend that the country 
must no longer be considered as common prop- 
ert)', for It really belongs only to those who were 
born into the original family. It is now a question 
of birth rather than adaptation. 

This is the latest theory, but in practice the way 
had long been prepared for it by the people them- 
selves. As always in the past, the Protestant of 
Anglo-Saxon stock considers himself a member of 
an aristocracy endowed with special privileges. In 
spite of the Consntution there has never been com- 
plete moral and social equality between those who 
were and those who were not bom m the country 
— we might almost say between the first- and 
second-class citizens. Naturally this depended on 
the time required for assimilation and the inferior- 
ity of the newcomer in comparison with the orig- 
inal inhabitant. The immigrant who stammers 
broken English, or possibly does not speak it at 
all, and is unable to break away from his own 
peculiar habits, naturally thinks and feels differ- 
ent. He is bound to be regarded with suspicion by 
the “100 percenter” who is cenain of his heredity 
and proud of his standard of living — so sure, in- 
deed, of his moral superiority that he dares, ac- 
cording to Imperial Wizard Evans, “look God 
straight in the face.” As assimilation gradually 
takes place, the distance between the two types is 
reduced, but any peculiarity on the part of the 
newcomer is unconsciously judged by the Amer- 
ican as a sign of inferiority. 

This is not to be wondered at, if we recollect 
that Europe has not been sending the best of her 
citizens across the Atlantic, during the past cen- 
tury at any rate. To an American child an Italian 
is a pedlar, a Greek, a bootblack or cheap restau- 
rant-keeper, and a Frenchman a low-class barber. 
It never occurs to him that other Italians and 
Frenchmen c.xist in France and Italy who arc 
gentlemen and much more cultured than he is 


himself. Wise parents send their children to Eu- 
rope to learn these things, but the contempt of 
those who have never travelled is almost unfath- 
omable. They regard the people of the Old W'orld 
as immoral and degenerate, ignorant of the most 
elementary rules of hygiene, dominated by a fa- 
natic priesthood, perpetually menaced by anarchy 
and revolution, likely to die of hunger — this 
sounds like an exaggeration, but it is perfectly 
true’ 

The result of this attitude is distinctive treat- 
ment for the immigrant, and in point of fact, jus- 
tice for the alien is not the same as for the real 
American. In all honesty a judge will believe an 
American witness rather than a foreigner, a doubt- 
ful case would probably go against an Italian, a 
Russian, or a Greek; and of course a coloured 
man takes even greater chances. If some new sys- 
tem of capital punishment were introduced, it 
would be tried out first on a Chinaman, who had 
already been found guilty, of course. Such a case 
actually occurred m Nevada. In everj'-day private 
relations the difference between the races is even 
more marked. In order to prevent foreigners from 
filtermg into the clubs, hotels, and homes of the 
old residents, a regular s)’stem of defence is 
erected against them. Certain communities of pure 
British ongin, though they arc little known to the 
public, have great social and political authorit)’, 
simply on account of their unalloyed traditions. 

This self-satisfied and ingenuous belief m the 
inferiority of the rest of the world does not arise 
from any ill will. The Americans arc a kindly 
people, but they cannot understand why others do 
not adopt their way of thinking and acting, with 
enthusiasm and grautude. The superiority of tiicir 
civilization seems so obvious to them that to ques- 
tion it seems as futile as denying the existence of 
the sun. . . . 

Their idea of Americanization is to adopt 
Anglo-Sa.xon moral, social, and religious prm- 
ciples. In the nineteenth century they thought 
that the Itahan, Russian, and German immigrants 
would turn out to be men like themselves It was 
not so much a matter of fusion, or of mixing sev- 
eral elements to produce a new compound, but 
rather the digestion by one race of all the others, 
until none of their individuality survived. How- 
ever, when the assimilators began to see that the 
character of the American people was changing 
and that the pretended assimilation often meant 
only fusion or a juxtaposition, their attitude of 
welcome turned into hostility and exclusiveness. 

They had, however, already allowed sufficient 
foreigners to penetrate to evolve a new American 
spirit in opposition to their own. As the aliens ar- 
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rived m greater numbers some of them gradually 
began to reject the verdict that they were mfenor 
on account of their ongm, though they w ere just 
as eager to become Americans as the rest* Nat- 
urally the temperament of the Anglo-Saxon was 
bound to succeed better m a society based on co- 
operation, but the unqualified statement that the 
Nordic races arc supenor contradicts every ex- 
pcnencc. Without gencralEing, one may say that 
when you nonce a sparUmg eye or a nimble mind 
It IS often in an Italian, a Jew, or a Russian. lAe 
uncut jewels, they had come from Europe with 
their traditions of brilliant avilizations, which they 
were ashed to abandon at one fell swoop Many, 
especia^ among the intellectuals, deliberately re- 
fused. Tne Amencan-Italian who writes Emglish 
with a Mediterranean flourish, the Amencan Jew 
with his centuries of accumulated knowledge, and 
cicn the negro, whose music and dancing have 
added to the artistic patrimony of the whole hu- 
man race, have all contributed to Amencan avOi- 
zation, and when they enroll themselves m the 
mmement they insist that they should be received 
just as they are and with all the honours of war 
Obviously this Americanization is entirely dif- 
ferent from what was planned by the assimilators. 
It IS the kmd of Amcncantzauon that Israel Zang- 
w ill, the Jewish writer who popularized the meta- 
phor of the melting pot, deals with in semi- 
religious vein "America b God's crucible, the 
great melting pot where all the races of Europe are 
meltmg and rc-formuig . The real Amencan 
has not yet arrived He is only in the crucible, 1 
tell you — he will be the fusion of all races, perhaps 
the coming superman " The Catholics cherish this 
idea when they mamtam in all smeenty that there 


IS no need for them to sacrifice their religion m 
order to become Americans. Waldo Frank makes 
a magnificent defence of this ebneepnon in Ottr 
America, when he demands the nght for all to 
collaborate m buildmg the Amenca of the future 

We must not underestimate the prestige and 
strength of this ideal, for hTte other types of Amer- 
icanization, It attracts both firm behevers and 
mj-stics. Countless immigrants have left the Old 
World, inspired by the liberty that they were to 
find m the New, and m their passionate desire 
for regeneration they have gladly transformed 
themselves, m the behef that they were conttibut- 
mg to the formation of a new nation. They were 
filled with admiration and gratitnde for their 
adopted country, and this very faith m a land 
which could revive the weary by the breath of its 
mdependence was the strongest cement of the 
Union. Now when the “100 percenters” mamtam 
that the true Amencan is not of the future but of 
the past, and that he alone is of the pnvileged few 
who can clami founders’ nghts, uien the new- 
comer no longer recognizes the ideals of which he 
had dreamed 

Is It possible to contemplate a United States that 
is neither Protestant nor Anglo-Saxon? This is the 
aim of an opposition which, however, is not con- 
structive and resists only by uistmct. And yet 
they persist. If their pohey were to become con- 
structive and they obtamed control, we might 
has e a nesv Amenca resembling m many ways the 
New York of today, but to me old Puritan ele- 
ment it would seem a shocking perversion The 
final destmy of the country is s^ in suspense, and 
It IS unable to foretell what tomorrow will be its 
very souk 
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If American workf-us shared in the prosperity 
of the nineteen twenties, it was only in limited 
degree the result of pressure from labor organi- 
zations. The first years of the postwar decade 
saw a vigorous and successful drive against 
unionism. Tlie steel workers who rebelled 
agaiast the twelve-hour day in 1919 were com- 
pletely defeated; injunctions sent the railway 
shopmen back to work and broke the coal 
miners’ strike in 1920; by the middle nineteen 
twenties, labor was weaker tlian it had been 
before the war. It lost the entire brewery in- 
dustr}'^ when prohibition ended legal brewing. 
Unionism declined in the metal trades; disap- 
peared in textiles; and made no incursions into 
automobiles, food, or steel. The new industrial 
force represented by women and Negroes re- 
mained untouched. 

Labor had su/Tcred from internal divisions 
over socialism and communism. It had been un- 
able to check the determined antiunion drive 
of organized industry. Significantly enough, 
the A. F. of L. had failed to reckon with the 
nature of modem industry. The measure of its 
leadership may be taken from the fact that 
though Samuel Gompers was a cigarmakcr by 
trade and had helped make his union effective 
in its own field, the tobacco industry remained 
unorganized and the cigarmakers themselves 
were unable to meet the challenge of the intro- 


duction of machinery into their own craft. The 
A. F. of L. endorsed Gompers’s hard-bitten re- 
fusal to adopt any consistent attitude toward 
industry as a whole. It confined itself to its own 
task, securing more wages for the craftsmen 
who were protected in their skills by the 
failure of employers to introduce machinery. 
More and more, the Federation tended to be 
guided by a self-perpetuating leadership whose 
utterances — and practices — were not much 
above the level of the business and political 
worlds of the nineteen twenties. 

Hand in hand with tlie A. F, of L.’s complete 
misreading of the trends of American industry, 
went the skilful so-called welfare offensive of 
the great American corporations. These estab- 
lished employee-representation plans; set up 
company unions; provided pensions; and en- 
gaged in other types of welfare activities. So 
successful were tlicy that the great masses of 
the American workers remained unorganized; 
and, in fact, company unionism was not termi- 
nated until the Wagner National Labor Re- 
lations Act of 1935 discouraged it by law. 

Robert W. Dunn (1895- ) describes the 

welfare programs of corporations in tlie selec- 
tion here reprinted. It appeared in J. B. S. Hard- 
man, ed., American Labor Dynamics (New 
York, 1928) and is published by permission of 
Harcourt, Brace and Company. 


The Industrial Welfare Offensive 

BY ROBERT W. DUNN 

I. Types of Wei.fare Practices and Their Por- number of them, from among the largest, have 
POSE come to tlic realization that pre-war “rough stuff" 

docs not always pay under the new dispensation. 
Employers in the United States have learned a They have been converted to the view that the 
good deal during and since the World War. A open shop can be preserved and its blessings real- 
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hted more cffcca\ ely in the long run by culavat- 
mg the workers is mdividuib thin by frontil at- 
tacks upon their unions. 

AkTutcver the outwird dauns made by the ad- 
socatcs and promoters of the personnel policies 
in cstablishmg their vinous plans, often at not m- 
significanc cvpense to the corporations, it final 
count they really are out to fomfy the morale and 
lojaltj' of the worker to the husmcss enterprise 
w hich employ’s him, to make him stay content with 
things as they are Dcfimte benefits, such as re- 
duced labor tumoier, long sen ice records, devo- 
tion to the job, the asoidance of labor troubles, 
lesser labor costs, as wdl as i repuMOon for bemg 
an up-to-date and hlieral corporation, are the ob- 
jectives at which the welfare practitioners aim 
The espenditures incurred by this kmd of labor 
management are considered a profitable mvest- 
ment, if and when the ends sought arc achieved 
On the other hand, these “plans" are readily 
scrapped if they don't delH’cr the goods. Often the 
whole practice is discarded m connection with a 
change of management m the enterprise, as was 
the case with the American Woolen Company a 
few years ago 

a. The Scope of tire Empuiyess' OFFEe.’stvE 

There are no definite and thoroughly reliable 
asailablc data as to the extent to which the major 
dences in the welfare offensive have been ap- 
plied and developed More is known about the 
company union vanety of welfare offensive often 
described as the w orks council, the shop commit- 
tee, and the industrial counal The number of 
workers employed m corporations practicmg em- 
ployee representation of one kind or another is 
prooablv close to one and a half mlUion In 1911 
the number was below 700,000, in 1919 it was less 
than 400,000 It IS stated that the company unions 
have gamed since 1919 almost as many members 
as the A F of L. unions have lost, which com- 
cidcnce, however, proves no point, smee the two 
facts arc not of necessity correlated The gams 
to the company associations, m some casts, have 
been m mdustries where the trade unions had dis- 
played rapid mushroom growth during the war 
Altogether somewhere between Boo and 1000 
firms now operate one kind or another of cm- 
pto) ee-rcprc$entatlon plan m their plants. The 
spread of the independent association and the 
committee sv'stem was very pronounced on the 
railroads particularly after the defeat of the shop- 
men s strike in 1921 More than 60 railroad admin- 
istrations now cultivate company unions in one or 
more branches of the service. The four tram serv- 
ice brotherhoods are, of course, w ithout exception 
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recognized and have suffered no inroads at the 
hands of the company associations or bodies of 
company-tramed or -mmded workers divorced 
from the regular bona fide labor imions. Other 
mdustries which have been well punctured by the 
company union arc the prmting trades, metal 
trades, electrical mdustry and vanous pubbe ual- 
mes In certam sections of the country large 
groups of workers employed by a number of com- 
panies are sometimes Imed up m a system of works 
committees negonatmg with the employers* asso- 
ciation. The Loyal Lc^on of Loggers and Lum- 
bermen m the Northwest and the sraem of com- 
mittees covenng the waterside workers of Seattle 
are examples of this type 

Next m extent of roread of the devices or weap- 
ons m the arsenal of welfare is employee owner- 
ship of corporanon securmes. The number of 
firms which have offered stock for sale to their 
workers has been only roughly estimated by stu- 
dents of the subject. In the course of recent mves- 
Dgations mto this subject some 400 firms have been 
mentioned os offering stock subscription plans to 
their employees. There are tables shovvmg the 
growth in mvestments by employees for a number 
of selected companies. The mcrease m the number 
of employee stockholders of 1925 over 1918 is re- 
poned as follows bv R, S Bmkerd, Vice Chair- 
man, Committee on Public Relations of the East- 
ern Railroads (Proceedmgs of the Acadmty of 
Political Science, Vok XI, No 3, April, 1923) 
railroads 70,262, street railways 15,000, gas, elec- 
tric light and power companies 75,000, telephone 
and telegraph 62,649, packers 7,000, ten oil com- 
panies 21,153, five iron and steel compames 87,- 
696, or a total increase m seven years in these 
selected companies of some 340,000 worker stock- 
holders. 

Groim Insurance is another rapidly developing 
device for fixing the worker’s loyalty to a specific 
lant or company Its growth may be measured 
y taking the total amount of the pohcies outstand- 
mg for the seven Icadmg life insurance compames 
m the business of wTinng these group 
policies for industrial concerns. In 1911 the amount 
of employee group insurance m force through 
these insurance agencies amounted to a little over 
Si 3,000,000 Durmg the next five years this amount 
grew to over $346,000,000 In 1921 it had reached 
$1,852,593, 553, a gam of nearly 600% m five j cars 
By 1923 It had grown to $2,396,758418 and the 
next year the compames registered $3,099,019,607 
worth of this type of insurance on their books fn 
one comjian}' alone there were 540,000 workers’ 
lives ^red, with an average protection of $1300 
per life. ^ 
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There has been a similar steady rise in the num- 
ber of companies using industrial pensions and in 
the amounts paid out to workers. A recent study 
by the National Industrial Conference Board esti- 
mates that more tlian $30,000,000 was spent during 
the year i9Z5 by American Industry for employee 
pensions This study covered pension plans con- 
ducted by some 245 different companies embrac- 
ing 2,815,512 workers in pracQcally ever>' industry 
but notably m railroading, public udJicies and 
metals. Of the companies covered in this survey 
164 reported a total of approximately 36,000 pen- 
sioners already on their rolls. 

Other welfare devices most in practice are mu- 
tual benefit associations, company magazines, 
profit sharing, thrift plans, building and loan 
groups, sanitation committees, committees on 
rccreadon, housing, athletics, country clubs, hos- 
pitals, social work, cafeterias, Y.M.C A. services, 
service-pin associations, and probably another 
hundred varieties of uplift activity, 

3. WuAT Employers Want the Welfare Of- 
fensive For 

What specifically docs a company hope to gam 
from the introducuon of an employee-representa- 
tion plan or a company union? The utterances of 
the employers themselves reveal their objective in 
cstabhsmng the company umon. A few sample 
sentiments are worth quoting. In 1925 an employ- 
er's journal, Factory, conducted a symposium 
among business executives on the effectiveness of 
employee representaaon from the employers' pomt 
of view. One company president in reviewing the 
progress of the works council in his plants, said: 

Grievances of the personal tj'pc such as those having 
to do with wages, hours of work, workmg conditions, 
and so on, have practically ceased. Those that the 
council now discusses are more likely to do with the 
tools and machinery of production . . . That of 
course suits us perfeedy for it means greater produc- 
tion and lower costs. 

Another executive, the head of a great steel cor- 
poration, answered the questionnaire: 

Grievances, in importance, are rapidly being re- 
placed by constructive operation problems, covering 
such subjects as increased production, economy, better 
quality and service. 

Still another, the labor manager of an impomnt 
rubber concern, pomted out the stabilizing effects 
such a plan has upon the more discontented work- 
ers' 

Men who were radicals have been elected to the 
Goodyear senate or house of representatn es and have 


found out the company's side of their problems v ith 
the result that they hate become much more reason- 
able to deal with. 

Companies that have tried out the company- 
umon approach to the labor problem express the 
hope that they will be educational and school the 
worker in “sound business economics.” Others 
consider the company union the one way of dis- 
covenng what’s on the worker’s mmd without the 
use of spies and undercover men Others, again, 
talk vaguely of cooperation, mutual understand- 
ing, harmony and good will. Quite a number 
frankly admit that the scheme is nothing but an 
effective labor-union antidote. . . . 

4. Methods and Devices of Welfare PRAcncEs 

It IS impossible to do more than mention in this 
section a few of the provisions of the various wel- 
fare expedients whereby employers secure the ob- 
jectives above stated. The benefits to be obtained 
from the plans are all graduated with respect to 
the length of service with the company. The 
longer the worker stays, the more he gets out of 
the plan. Turnover is the major problem to be 
solved, and all of these devices drive straight in 
that direction. 

Then, too, the management naturally reserves 
the right to withdraw a pension, an insurance, a 
stock-ownership or a company-union plan when- 
ever it wishes. No legal contractual relation is in- 
volved even in the case of the pension schemes. 
Another corporation taking over the plant, for in- 
stance, as Arniour and Company, absorbing Mor- 
ris and Company, leaves the pensioners without 
any pensions in spite of their long service for the 
latter company. The courts tell them they have no 
legal claim upon cither company. The workers of 
the Steelton Steel Company fared the same way 
when the Bethlehem Steel Company absorbed their 
plant some years ago. 

Finally managements keep a tight hold on the 
control of their employee-representation plans. 
On the councils and committees, the representa- 
tive of the management — often the plant superm- 
tendent himself — ^is, by the consutuDon, appointed 
to act as chairman and general director of the 
“legislative” operations. Holding this strategic po- 
sition he can always put over what the company 
considers good business policy. The worker dele- 
gate may be ever so zealous m the interest of his 
constituents but the management holds the gavel 
and wields it softly but firmly. Under many of 
the plans the final appellate authority in the set- 
tlement of disputes arising in the councils is the 
President of the company, or as in the case of the 
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Standard Oil Company of New Jersey, the Board 
of Directors. Occasionally outside arbitration will 
be permitted or a reference of the dispute will be 
made to some official in the national government, 
say the Secretar)' of Labor. 

5 WiiAT Tspes of Emplovehs Use Welfare’ 
Our chureh societies and Christian socialists 
seem to be impressed mth the good men who have 
applied the svclfarc treatment to industry. Such 
men as Dennison, Filene, Hatch, Hapgood, arc 
reputed to he substantial Christian gentlemen. But 
for one of these modem samts disguised tempo- 
rarily as cntrepTcntuTS, we find, m ninnmg our 
finger down the list, a dozen corporate names 
which connote ans-thmg but peace, good will, and 
conciliation m industry'. 

Consider, for example, some of the companies 
that have embraced employee stocU ownership, 
understandmg as they do the psy choloeical effects 
of a wider distribution of the feelmg of ownership 
among the workers. Foremost among these cor- 
porations stands the United States Steel Corpora- 
tion, whose president considers the Golden Rule 
to be the “panacea for the dls that sometimes ap- 
pear to the moral, political, social, or economic 
life ” The Interchurch Report on the Steel Strike 
wQl illustrate the late Mr Gary's text. The Good- 
year Tire and Rubber Company comes second m 
the number of employees mcluded under this type 
of scheme Its fight on the rubber-u orkers' unions 
IS contmuous and altogether effective. There is 
also the Amcncan Telephone and Telegraph 
Company, whose kindness towards its workers 
can be measured by the resolutions to insesogate 
Its anti-labor technique introduced at the 1915 
convention of the A. F of L. The Youngstown 
Sheet and Tube Company, which has made it a 
policy to fire union men from its premises, has a 
stock-ownership plan as cffectne as that of the 
United States Steel Corporation The Union 
Pacifie Railroad, one of the hardest of the hard- 
boiled western roads, whieh m 1922 broke a stnke 
of shop-craft svorkers and made all new employees 
in that department sign ycUow-dog contracts, 
grantmg check-off pnvilcges to a company union, 
can be added to the list. TTie Standard On Com- 
pany and Its subsidianes as well as the Colorado 
Fuel and Iron Company' need no introduction to 
those who remember the sat age attacks they have 
made on union w orkers from Bayonne ro Pueblo 
Where is the company m the list of employee 
stock distributors, company -union pracnooners, 
pension pmtiders, and insurance underw'nters 
that will admit a real labor union to its plants, rec- 
ognize that union, and deal w'lth it through the 
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normal processes of collective bargammg? That 
question is the touchstone to labor pohey, and no 

f ierson mtercsted m the advance of the American 
abor movement should fail to apply it when con- 
fronted with the salesmanship of welfarism. 

The Eastman Kodak Company is another em- 
ployee stoek-ownership company that does not 
tolerate disturbers and union enthusiasts m its own 
pros'mcial heaven Others are the Great Atlantic 
and Pacific Tea Company, which discharges any 
man suspected of affiliation with the clerks union, 
the American Woolen Company whose labor 
policy IS knosvn to those who foUow'cd the textile 
strikes of 1913 and 1919, the Amencan Sugar 
Refinmg Company, chent of the Sherman Corpo- 
ration, mdustiial spy agents, the Brooklyn Man- 
hattan Transit Company with its yellow-dog con- 
tracts and company association. Armour and 
Company and Swift and Company noth their 
“jungle" full of stool pigeons and strike-breakers, 
the Pennsylvania Railroad, dean of company- 
union roads, the Bethlehem Steel Corporation, 
Mr Schwab’s own pnnapality, the company 
whose admitted pohey it was to sell structural 
steel only to non-union erectors, and whose presi- 
dent, Mr Grace, declared he “would not deal with 
omons, even though they embraced 95% of his 
employees”, the Nanonal City Bank of New York, 
a leader among the bankmg fraternity of labor 
deflators, the Lehigh Valley, another company- 
nmon road that morodoetd employee otvnership 
and company unions partly to offset what it 
termed "the strong-arm method advocated by the 
Plumb Plan propagandists", the Illinois Central, 
hostile to unions and the leader of many a drive 
agamst them, Henry Ford, who is the very soul of 
welfare as a busmess proposition, the Pacific Gas 
end Electnc Company, heavy contributor to open- 
shop slush funds on the west coast, numerous pub- 
lic utiliw companies presided over by Mr Samuel 
Insull or Chicago, the General Electnc Company, 
where they fire men who agitate for the recogni- 
tion of the electrical workers’ nmon, the Westmg- 
house Electnc and Manufacturmg Company, no- 
tonous for its employment of thugs and deputies 
m past stnTtes, the Republic Iron and Steel Com- 
pany, and the National Biscuit Company. . . , 

7* The Trade Union Facing the Company 
Umov 

The trade-union offidal, faced with a dwmdlmg 
membership resulting from the ciuploy'crx 
scHOTes, is naturally dnven to denounce the 
whole busmess of company umonism and welfare. 
Emet^y if the mtroduction of a ’’plan” leads to 
a declaraaon of non-recognttion by the company 
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docs the union leader resort to every dcsice of 
argument His contendons against the cmploycc- 
representadon plans are well known and often 
stated. He shows that the company union has no 
economic strength and no treasury, that individual 
representatives are responsible to no one unless it 
be to die company which pays their salary and 
their expenses, that the representatives may be 
intimidated or bribed, that the plan is almost al- 
W'ays used to discredit and wipe out the real union, 
that company unions arc often propaganda agen- 
cies for the employers’ reactionary political and 
social ideals. 

Pardcularly convincing is the contention of the 
unionist that the management is recognizing “out- 
side” forces, “outside agitators,” w'hen he consents 
to accept mstruccions, pressure or force from the 
directors and stockholders of the company. Cer- 
tainly, most of the directors, and the few control- 
ling stockholders, arc not insiders in any true sense 
of the word. Contrasted with this, the worker is 
investing his life in the factory. He must be there 
eight to ten hours a day. Every factor of tech- 
nique and management affects him immediately 
and directly. Yet when he asks that his vital m- 
tcrest be represented by a trade-union official of 
his own choosmg who gives his full time to the 
work, he is told that no outsiders will be admit- 
ted. Furthermore, the manager will call in to assist 
him in such negotiations as he condescends to 
carry on with his men an expensive staff of talent 
—lawyers, statisticians, investigators, industrial 
counsellors, service bureaus, with undercover 
operatives to spy on the workers, personnel man- 
agers. He will hire them with one end in view — 
to obtain the best possible terms out of such wage 
bargaining as he may conduct with his company- 
unionized workers. 

These are the arguments of trade umonists and 
they arc sound ones. What then can the union do 
about it? Can it control the company union? The 
phrase was used by the President of the A. F, of L. 
at the last convention: "If representatives of the 
union control any employee-representation plan 
offered by employers, it ceases to be a menace." 
And m the Federatwnist of October, 1925: 
“Wage-earners will do themselves and industries 
a great service when they capture company umons 
and convert them into real trade unions. The ma- 
chinery of the company union offers a strategic 
advantage for such tactics. Use that machinery as 
a basis of a real organization.” William Z. Foster 
of the Trade Union Educational League points 
out some of the appropriate tactics for capturing 
company unions by exposing their “hypocritical 


rctenses” and by “penetrating these organizations 
y putung up candidates in the shop elections 
against tlic recognized company candidates.” Im- 
plicit in the statements of both these leaders is the 
major purpose of complete destruction of the 
company union once the bormg from within has 
been successful. Some idealistic personnel man- 
agers have spoken of the compatibility of trade and 
company unions and the possibility of their func- 
tioning in the same plant. But Green and Foster 
know, as every realistic labor unionist knows, that 
the two arc diametrically opposed m principle 
and practice and that they represent distinct and 
conflicDng sj'stems of labor relations. They can 
not grow in the same garden. In the half dozen or 
so plants where they have succeeded in doing so 
It has been at the expense of the vitality of the 
trade union. . . . 

But no matter how effective may be the work 
of trade unions in occasionally capturing a com- 
pany association, the question may be posed quite 
frankly: What arc the unions doing within their 
own house to withstand the attacks of the com- 
pany-made councils’ Do they realize how much 
the employer is stressing factory solidarity as 
against craft solidarity? Do they realize that this 
argument sounds persuasive to unskilled workers, 
with no trade or craft, who work m the increas- 
ingly mechanized industry? The manager who is 
introducing a representation plan — or m fact any 
other sort of welfare device — talks to the worken 
m terms of the plant. The trade-union organizer 
talks to them in terms of craft, using the hoary 
symbols of a generation ago, about molders and 
patternmakers and machinists and the dozens of 
other crafts that are rapidly diminishing in im- 
portance, for example, in the automobile industty. 
Which is likely to catch the workers’ car? The 
answer is clear in the experience of the unions 
during the last few years, and in their failure to 
launch any drives against the big steel, rubber, 
electric and automobile companies They are try- 
ing to use a wooden plow to culuvate a modem 
5000-acre farm. The steel strike of 1919, the rail- 
road strike of 1922, and other great industrial con- 
flicts have demonstrated what antiquated tools the 
craft unions have become in the business of organ- 
izing the big manufacturmg and transponation 
mdustries. The confusion and disillusion bred by 
craft-union failure in the worker’s mind has made 
him easy prey for the personnel expert offering 
salvation m the form of the company union. That 
confusion and dismay will not be lifted till the 
unions move toward real amalgamation rather 
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than general, generous, but meaningless etpres- 
sions of gooduill tou-ard one another m time of 
stiihc. 

Not only would a dnv mg program of amalga- 
mation hearten the workers who have been caught 
temporardy m the net of company-constructed 
unions. It would also strike at the roots of the 
whole practice of welfarism as a techmque of 
chloroforming the group consciousness of the 
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workers. It would reveal the true nature of profit- 
conscious uplift. 

When the trade-union leaders begin to talk 
seriously of amalgamaoon they may be taken 
seriously when they lay plans for bonng withm 
the company unions. Until then the employing 
interests can contmue their welfarism at top speed 
There is no force to challenge their professiont 
and to arrest their processional 
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The first World War shut off most foreign 
immigration and so eliminated the chief supply 
of cheap labor for industry. Factories and mills 
turned to the country s great labor reserve, 
then, and the Southern Negro was brought 
North, frequently as a strikebreaker As a re- 
sult, the Negro problem became nationalized, 
and a new element was added to the many in- 
fluencing the formation of slums and the move- 
ment of population Southern agricultural in- 
terests attempted to retain their Negro labor 
force — sometimes by vnolent measures against 
the labor agents who came South to recruit 
Northern towns, crowded and tense wuth the 
impact of war, saw race nots and lynchings 
In the Same period, the Negro’s contnbudon 
to the arts received new recognition as the 
“Jazz Age” dawned and white novelists 
thronged to Harlem for matenal 
In The Black Worker, Sterling D Spero 
(1896- ) and Abram L. Hams (1899- 

) are less concerned with the cultural in- 
cidence of the Negro’s migraoon than with his 
economic condiuon Their study considers the 
economic motives prompting migration, the 
work which followed, and the Negro’s eco- 
nomic position after war demand for labor 
eased off On tlie whole, the Negro had taken 


the pbee of the new'est immigrants he did the 
more laborious sorts of work, received the 
least pay, and suffered the usual disabihacs of 
the marginal laborer. These were mcreased by 
the fact of his color and were not mitigated by 
labor organization, Smee the Negro was often 
an unskilled worker in mass production mdus- 
tnes, craft uniomsm did not touch him Skilled 
Negroes were often excluded from muons or 
thrust into special categones that prevented 
them working at the more desirable jobs. As a 
result, Negro organizations had small regard 
for labor unionism Their largest concern was 
with philanthropic activioes or the fight for 
civil rights Thus, mdustry’s annutuon drive 
received support from the presence of the large 
Negro labor reserve — and labor weakened it- 
self by Its mtolcrance toward or, at best, indif- 
ference concenung the Negro worker Only in 
the nineteen thimes, as a result of Cl O activ- 
ities, were Negroes bemg welcomed into many 
trade unions But civil nghts sail contmued 
unrealized 

The sclecnon here reprinted is from The 
Black Worker (New York, 1931) and is pub- 
lished by permission of the Columbia Um- 
versity Press, 
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CuAPTtR VIII: Tapping tiic Negro Industrial 

Reserve 

Until the World War, industry outside of the 
South was manned almost entirely by white 
workers. A steady flow of immigrants from abroad 
had furnislied employers with a constant supply of 
cheap labor to meet tlie needs of industrial ex- 
pansion Negro labor, engaged chiefly in agricul- 
ture and personal service, was largely disregarded 
as a source of industrial man power except m 
such emergencies as acute labor shortages or 
strikes. Even m the South where the Negro slave 
had competed successfully with the white man 
in almost every branch of industry, the tradition 
of die separation of the races operated after 
emancipation to check the full and free use of 
Negro labor in industry. The industrial backward- 
ness of the secdon made the more extensive use of 
black labor unneccssar)' and left the traditional 
relation between the races undisturbed. 

Northern employers drew upon the reserve of 
Negro farmers and servants to help them break 
their strikes as long ago as the middle fifties, but 
it was not until the eighties, when Negro farmers 
began to find it too difficult to eke a living out of 
the soil, that the black man went to the ciocs m 
large numbers and offered serious competition to 
white labor. These migrants first settled m the 
cities of the South. Their further movement north- 
ward was determined by opportunity for employ- 
ment, This opportunity came as a sudden windfall 
at the opening of the World War. 

In 1915-1916, when large numbers of recent im- 
migrants returned to their former homes in re- 
sponse to the call to arms, huge waves of southern 
Negro labor began pourmg into northern in- 
dustries. Still more of this labor drifted nonh- 
ward under the impetus of the war-time industrial 
expansion created by the entrance of this country 
into the conflict. When the war ended foreign im- 
migration was restricted, and the northward trek 
of Negro labor continued on into 1924. 

This mass movement, which reached its height 
during the war and early post-war years, was but 
a greatly accelerated phase of the general drift 
of the Negro population from the country to the 
cities xvhich had been going on for half a century 
in increasing volume. The following figures, show- 
ing the percentages of Negroes living m rural and 
urban areas at each census since 1890, indicate the 
pace of the drift: 


Year 

Rural 

Urban 

1890 

80.6 

194 

1900 

77-3 

22.7 

2910 

"J1.6 

27.4 

2920 

66.0 

34.0 


During the period from 1870 to 1910 the num- 
ber of southern bom Negroes in the North in- 
creased at an average or about 67,000 in each 
ten-year period. Between 1910 and 1920 the net in- 
crease was 311,890, more than the aggregate num- 
ber for the preceding forty years and about five 
times the average for the preceding ten years. 

The migration responsible for this increase be- 
gan about 1910 and rose to great heights between 
1916 and 1919. This wave was followed by a 
movement of equal, if not greater, proportions, 
beginning late in 1921 and ending in 1924. An 
estimate of the United States Department of Labor 
based on data gathered before this second move- 
ment had run its course placed its extent at 478,- 
700. There ore no census figures to indicate the 
net increase in the Negro population of the North 
and West resulting from these two waves of mi- 
gration, but an estimate of one million would 
probably not be ‘far out of the way. 

Nearly all the Negroes who left the South 
found their way to the industrial centers of the 
Nortli and Middle West, The following table 
shows the increase in the Negro population of the 
most important industrial cities of the two sec- 
tions: 

INCREASE IN NEGRO POPULATION IN TEN LEADING 
INDUSTRIAL CENTERS, I9IO-2O 


Oty 

ipio 

ig20 

Per Cent 
Increase 

New York 

91,709 

152467 

66.3 

Chicago 

44,103 

109458 

148.2 

Philadelphia 

84459 

134,229 

58.9 

Detroit 

5 . 74 ' 

40,838 

611.3 

Cleveland 

8,448 

34 . 45 ' 

307.8 

St. Louis 

43,690 

69,850 

58.9 

Pittsburgh 


37.725 

47.2 

Cincinnati 

19,639 

30.079 

53-2 

Indianapolis 

21,816 

34.678 

59.0 

Kansas City 

23,566 

30.7 '9 

304 


There are no reliable figures to show the in- 
creases m these cities smee 1920. There is no doubt 
that they have been considerable, in some cases 
greater than the increase for the preceding decade. 
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A school census taken m Detroit m 1915, after the 
second migration had endedt placed the Negro 
populauon at 81^31, or double the 1910 figure. 

The great bulk of these Negroes hast found 
their stay mto mdustry The census records 886y- 
810 Negroes employed m manufacturmg and me- 
chanics mdustnes in 1910 as against 631,180 m 
1910, an mcrease of 40 per cent. At the same time 
the number of Negroes m industries concerned 
with transporanon mcreased 11 per cent, and the 
number employed m the extraction of mmerals m- 
creased ao per cent, svhile the number in the 
Negro’s traditional occupauon, domestic and per- 
sonal service, declmcd 5 5 per cent. It must not be 
forgotten, howeser, that despue the 14.7 ^r cent 
dedme in the number of Negroes engaged m agn- 
culturc and the 3 5 per cent decline m the number 
in personal and domestic service, these two oc- 
cupations at the last census sail engaged the great 
bulk of the gainfully employed Negroes — 3,301,- 
150 out of 4,824,131, or 68 73 per cent of the 
total Manufacturing, mmmg, and transportation 
clauncd a total of 1,172460 

Most of the Negroes who came North went mto 
loner paid work rcquirmg little or no skill or 
experience. The bulk of them became unskilled or 
semi-skilled operatives m the steel mills, auto- 
mobile plants, foundries, and packing houses. 
Many nent to work at road buildmg and other 
construction jobs. Others, and this mdudes many 
women, went into the commercial laundries, food 
Industries, and the less skilled branches of the 
needle trades. Tn some ciQes certain of the special- 
ized sewing trades, for example, the making of 
lamp shades m Chicago, have come to depend very 
hcanly upon the labor of Negro women Between 
1910 and 1910 the number of Negro women m 
manufacturing and mechanical mdustnes m- 
creased from 67,937 to 104,983, while the number 
engaged m domesue and personal service declmed 
from 833,387 to 793,631 . . 

Although a large number of these Negroes were 
emploved at semi-skilled labor, the overwhelmmg 
majonty of them were unskilled Only a handfm 
were douig really skdled work The Ford High- 
land Park plant had onij' two skilled Negroes out 
of an estimated 44100 At the Dodge plant 73 per 
cent of the Negroes were unskilled, while similar 
or greater proportions held for the Packard and 
Hudson plants. It was stated in 1926 that 63 per 
cent of all the Negroes emploved m the city of 
Detroit were engaged m unskilled work. The re- 
maining 35 per cent mcluded all those engaged 
in work above the grade of rough manual labor. 

This IS generally true throughout all mdustry 
In the building trades Negroes constitute but a 
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small percentage of the skilled mechames. In 1910 
they' were 3 8 per cent of the carpenters, 8 per cent 
of the masons, a.9 per cent of the pamters, 5 per 
cent of the paper hangers, 15 1 per cent of the 
plasterers, 1 7 per cent of the plumbers, whereas 
their proportion of the laborers was 21.6 per cent 
In the chemical mdustnes m 1920, 234 per cent of 
the unskilled workers were Negroes, while the 
semi-skilled were only 4.6 per cent Negro In the 
cigar and tobacco factories 66 8 per cent of the 
boorers and only 12.9 per cent of the semi-skilled 
workers were Negroes. 

The jobs mto which the Negroes went were 
usually those W’hich native Amencans or Amcn- 
canized foreign-bom white labor did not want. 

Race prejudice naturally put difficulties m the 
way of tnc Negroes' entrance mto mdustiv White 
employers sometimes refused to hire them and 
white employees sometimes refused to work with 
them. This was particularly true of smaller plants, 
although some large works like the Mfisconsin 
Steel Company in Chicago, a subsidiary of the 
Intemauonal Harvester Dimpany, boast of their 
all-whitc chararter. The reason for this company’s 
refusal to use Negroes when the other plants of 
the Harvester Company m the Chicago district 
employ over 24100 of them is simply that the super- 
mteodent docs not hke them Often an employer 
is doubtful of the Negro’s ability to do his work 
or is fearful that his white employees may object 
to the black worker’s presence There have been 
instances of white workers objecting so strongly 
to the use of blacks that they have left their jobs. 
Between 1880 and 1900 there were thirty st^cs 
reported against the employment of Negro work- 
ers, eight in the decade 1880-1890 and twenty- 
two in the decade 1890-1900 There are no avail- 
able figures for subsequent years though it is well 
known that strikes against the Negro have oc- 
curred The East St. Louis nots m 1917 and the 
Chicago non two years later, though springing 
from complicated circumstances, were not without 
their labor angles. 

The intensity' of this race feeling was caused 
largely by heavy importations ofNegro labor 
Not all of the Negroes who poured mto the north- 
ern cities between 1916 and 1914 came of their 
own initiative and found their way mto mdustry 
by themselves Thousands were brought up by 
the labor agents of large employers. An officer of 
the Illinois Central Railroad told how Negro labor 
was used to carry' out its huge construction pro- 
gram after the war ‘TVe took Negro labor out of 
the South," he said, "until it hurt” . . 

The chief obstacle to the contmued, not to 
speak of mcreased, employment of Negro labor 
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after the employer’s irutial doubts and fears had 
been overcome by sheer necessity u ere difficulties 
in adjusting the newcomer to his strange industrial 
environment. The Negro migrant, who was for 
the most part a southern farm hand, unaccustomed 
to the disciplme of industry, had his difficulaes in 
adjusting himself to his new situation. Even those 
Negroes who came from southern ernes and had 
had c.\perience in the factories and mills had to 
make adjustments to the greater e.\actions and 
faster pace of northern industrj'. Employers com- 
plained that the Negro was unsteady; that he 
would lay off after pay day and spend his wages, 
that he would only stay on a job long enough to 
get some ready money and would then lay off 
until the money was spent, after which he would 
return to work and repeat the performance. Com- 
plaints over wage garnishments were frequent, but 
not more so than m the case of foreign immigrants. 
Both lacked resources and it is hardly strange 
that they ran into debt. 

All these criticisms diminished as time went on 
and the Negro workers became accustomed to the 
discipline of northern industr)'. . . . 

The most distinctive characteristic of the Ne- 
gro’s position in the world of labor is his relegation 
to occupations in which he does not compete with 
white workers — in short, the perpetuation of the 
tradition of black men’s and white men’s jobs. 
This tradition is not confined to the South, but 
e-xtends throughout the country. Pullman porters 
and dining car waiters are almost invariably black, 
while raihoad conductors, locomotive engineers, 
subway guards, motormen, sales persons in stores, 
clerics and white-collar employees of every sort 
are almost without exception white. Certain of 
the skilled crafts xvhich Negroes have followed in 
die South for years are practically barred to the 
Negro in the North by union regulations or craft 
tradidon where there is no union 

A complicated and inconsistent set of rationali- 
zations has grown up to justify the system. The 
Negro cannot be a locomotive engineer because 
he is unfit to be entrusted with hves or property 
to such an e-xtent. Yet as a slave he ran locomotives 
in the South and even carried Confederate troops 
to the front to fight for his enslavement. The Ne- 
gro cannot be a mechanic because he is naturally 
incapable of doing skilled work although he fol- 
lowed skilled trades when they required a much 
higher degree of artisanship and skill than they do 
in this mechanical age The Negro cannot be a 
clerk or white collar worker because these are 

i iositions of social dignity which members of an 
nferior race should nor hold. Yet a number of 
cities and the federal government employ Negroes 


in all sorts of clerical and administrative posts. 

Between 1917 and 1929 the number of Negroes 
in the public service of die city of New York in- 
creased from 247 to 1,175. While this latter figure 
included 894 laborers and a great many messengers 
and office boys, it also included police, attendance 
officers, engineers, clerics, and school teachers. 
Many Negro teachers in New York and other 
northern cities teach white children. Between 1910 
and 1918 the number of Negroes employed in the 
federal civil service increased from 22,540 to 51,- 
882, making the United States government by 
far the largest employer of colored labor in the 
land. The colored xvorkers on the government’s 
pay roll include in addition to thousands of clerks 
all sorts of professional, technical, and administra- 
dve employees. This growmg recognition in the 
public service is due to the colored citizen’s in- 
creased political power, a by-product of the 
northward migration which may in time become 
a factor of first rate social importance. 

All of this shows that the obstacles to Negro 
employment break down and that the rationaliza- 
tions which support them go by the board when 
circumstances make such employment necessary 
or expedient. Where it is still possible to take ad- 
vantage of the Negro and pay him less than a 
white man for the same work or to use him as a 
tool to kc^ down labor standards, the practice is 
followed. But where circumstances make this im- 
possible or inexpedient the Negro receives the 
same treatment as the white man. Whether the 
Negro will hold the position in industry which he 
has won since 1916, whether he will become the 
victim of new inventions and new methods of 
production, whether he will withstand or give way 
under competition of white farmers xvho move to 
the towns, or of Mexican, South American, or 
other immigrants who come mto this countrj', the 
future alone can tell. All that can be said at present 
is that the Negro has become an integral part of 
the labor force in nearly all of the country’s basic 
industries. 

Chapter XXI; The Negro Community and the 

Labor Movement 

The change in the Negro’s relation to industry 
during the last decade and a half has been so sud- 
den that neither the black nor the white working 
world has been able to grasp its significance and 
adjust Itself to its circumstances. The essence of 
this change has been the shifting of the Negro’s 
position from that of a labor reserve to a re^ar 
element m the labor force of nearly every basic 
industry. It has brought the Negro face to face 
with problems of working conditions, which, 
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though thcv may conum special elements, arc 
cssennally the same as the problems of other 
worhers. They are consequently problems with 
which the Negro cannot cope successfully w ithout 
the cooperation of his white fellow workers \ct 
ei er smcc the rise to power of the American Fed- 
eration of Labor both sides have raised obstacles 
to the consummation of such cooperation. Of all 
these obstacles none probably has been greater 
than the narrow and exclusive craft structure and 
opportunist philosophy of American trade union- 
ism. 

Although the Negro is but one of the victims 
of Amencan craft umonism, he is a victim upon 
whom the burden falls with special weight, for his 
pecuhar situation m American society makes it 
particularly difficult for him to cross craft barriers. 
To the white trade unionist the Negro is not 
merely an outsider trymg to get mto the umon, 
but a social and racial inferior trymg to force the 
white man to associate with him as an equal And 
the Negro knows that the white worker wants to 
keep hun out of the union not merely as a potential 
competitor hut as a member of a race which must 
not be permitted to nse to the white man’s level 
For three hundred years the Negro has been kept 
in a position of social and economic inferiority, 
and white organized labor, dommated by the hier- 
archy of the skdied crafts, has no desire to see 
him emerge from that condition 

The educated leaders of the Negro commumty 
see only the racial aspea of this situanoo They 
see that many employers use Negro labor, thereby 
givmg the black man an opportunity to earn a liv- 
ing which the policy of most w hltc trade umomsts 
would denj him They see white philanthropists 
and sentimental friends of the black man trying to 
help hun bj givmg him schools and social-welfare 
agencies. They are impressed with the stones of 
the poor folks who become wealthy through thrift 
and hard work, and wnth tlie history' of great 
institutions which mrang from small begmnmgs. 
Here, they say, arc fnends of the Negro who have 
proicd their friendship, and here arc ways of 
success w hich has e been tned and found cffcctn c 
So the race leaders counsel their people to beware 
of the white workmg man and to put their trust 
in the white upper classes. Labor solidantv to 
W'hich the white unionist appeals when he needs 
the black man to serve his selfish ends, or which 
the radical preaches to mcreasc his tmy follow mg 
from anv possible source is, they say, a very dan- 
gerous doctrme It is far safer to give loyal sen ice 
to the white man who wants it, and by hard work 
and saving to amass enough wealth to brmg com- 
fort and secunty 
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Negro leadership for the past generation has put 
Its stress on the dement of race Their people’s 
plight, they feel, is the plight of a race. They turn 
a deaf car to those who say that the Negro’s 
plight IS the phght of the worLng class in general 
merdy aggravated by certam spcaal features. All 
of the various schools of Negro thought which 
have had teal influence upon Negro life have had 
one end m view, the dimination of racial discnmi- 
nanon. 

The most mtdhgent of all this racial leadership, 
that of the National Association for the Advance- 
ment of Colored People, is m this regard funda- 
mentally little different from the rest. It is in- 
terested, not mildly but imhtantly’, m avil liber- 
Des It wants to stop lynching and Jim Crowism m 
all Its forms. It demands that the Negro receive 
decent and equal treatment m all pubhc places and 
that he be accorded all those consntunonal nghts, 
mdudmg full suffrage, which certain commumties 
have denied hun. If all these disabilities were re- 
moved, the NA-A eXP , with the e-xcepOon of 
a few leaders like Du Bois, would apparently be 
satisfied with the w orld as it 11 The problems of 
the Negro worker which are the 'same as those of 
the white man are beyond us concern. 

Negro admmistrators of white philanthropy, 
such as the leaders of the Urban League and the 
various committees on mterracial cooperation scat- 
tered throughout the country, have also tned to 
lift trade-union bamers. They are mterested in 
greater economic opportunity for the colored 
worker, and they beheve that if he can get into 
the unions he will be able to follow trades which 
it 15 almost impossible for him to follow at present. 
The lifting of trade-union barriers is but one of 
the methods by which the Urban League and the 
mterracial bodies seek their ends. Their aim is to 
foster kmdlv attitudes toward the Negro Their 
pnncipal appeal is to empim'ers and the members 
of the professions Their efforts to get the Negro 
into the labor umons have been confined to seelong 
the codperauon of promment trade-umon officials. 
Their appeal is an appeal by Negro leaders to the 
white upper class. It makes no attempt to reach the 
white or black rank and file 

Historically the most potent influence in the 
black commumty has been the evangelical church 

However, the absorption of the Negro mto 
northern mdustry is gradually shaking the church’s 
hold and a new philosophy, more m keepmg with 
the dominant thought of the white world is rising 
m Its place. Like the philosophy of the mihtant 
National Association for the Advancement of 
Colored People and that of the concilutoiy mter- 
ramal movement, this philosophy is decidedly m- 
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dividualiscic and middle class in outlook. It has 
Its roots in the doctrines of Booker T. Washmirton 
and the Hampton and Tuskegee scliools, which 
preach the gospel of salvauon through thrift, en- 
terprise, and industrial efScicncy. Its flower os the 
National Negro Business League whose purpose 
is the encouragement and promotion of business 
within the race so that eventually an independent 
petty black capitalism will rise within the limits of 
white societ}'. . . . 

But granted that all seemingly insurmountable 
difficulties could be overcome it is still hard to 
see what good this independent economy would 
do the great majority of Negro workers. The 
experiences of immigrants working for employers 
of their own race or nationality would hardly en- 
courage one to beheve that Negro workers would 
receive any more consideration at the hands of 
Negro employers than at the hands of white. Ne- 
gro capital at best would offer an escape only to a 
handful of the abler, shrewder, more enterprismg, 
more unscrupulous, and luckier members of the 
race. The majority doubtless would still till the 
soil or work for white enmloyers as they do now. 

White capitalists like Rosenwald, Rockefeller, 
and others, who are the chief supporters of Negro 
philanthropy, arc being implored by the Nauonal 
Negro Business League to underwrite a system of 
Negro chain stores. The supporters of an inde- 
pendent black economy evidently beheve that 
Negro business enterprise should now take its 
place alongside of schools, churches, hospitals, day 
nurseries, Urban Leagues, interracial committees, 
and Y.M.C A.’s as a worthy Negro chanty. Like 
the rest, it xvill strengthen the hold of race separat- 
ism and postpone the day of a more thorough 
understandmg between white and black labor. 

Such an understandmg, m view of both the 
middle-class and race-conscious attitudes of the 
Negro leadership and the exclusive craft separat- 
ism and job consciousness of the official labor 
movement, seems remote mdeed. The over- 
sanguine radicals see in the Negro’s special racial 
grievances and his new position in mdustry the 


nucleus of a discontented mass movement. But 
they'ovcrlook the fact tliat the unique social posi- 
tion of the Negro plus the white worker’s absence 
of class consciousness lends force to the separatist 
preachmgs of the Negro leaders. It should not be 
forgotten that the Negro has won his place in m- 
du^rj' in the branches m which labor organization 
has httle or no hold and where the white worker’s 
opposition to his employment has consequently 
carried least weight. Race leaders have not failed 
to pomt this out and to drive home the moral that 
after all the employer is the black man’s best 
friend. And the white trade unionist, using the 
same facts, pomts out his moral, that the Negro is 
an irredeemable scab who breaks the white man’s 
strikes and tears down his hard won standards, 
and that the umons must exclude him lest he play 
the traitor in their midst. 

A labor movement built upon the principle of 
wofkmg class unity would of course take the Ne- 
gro into its ranks and fight to raise the general 
standard. Self-protection alone should dictate such 
a course. But the white worker, sharmg the preju- 
dices of the rest of the white world, balks at 'the 
bugaboo of “social equality’’ and persists in rele- 
gating the black laborer to a place of permanent 
mferiority. 

But side by side with all these forces are tend- 
encies m other direcoons which in time may de- 
stroy their potency. Most important is the ma- 
chine, which IS rapidly changing the meanmg of 
skill and obhterating old craft lines. The machine, 
rather than any concept of workmg-class unity or 
industrial brotherhood, will compel the official 
labor movement to change its structure and policy 
if It is nor to generate mto a mere social relic. 
Ultimately this will probably redound to the Ne- 
gro's benefit, but during transitional stages tech- 
nical changes which reduce the personnel will hun 
him along with other workers. And where, as on 
the railroads, the white men are organized and the 
Negro is not, the unions will seek to protect their 
members by compelling the employers to save 
their jobs at the expense of the Negro’s. . . . 


THE FARMER 


Of the soft spots in the Amencan economy 
of the nineteen twenties, none gave intelligent 
observers more concern than the condition of 
American agriculture. As a result of European 
crop failures, price rises, and new markets — 
particularly the domestic one with the extraor- 
dinary increases in immigration and urban- 


ization — American agriculture had recovered 
from the depression of 1893-1896 and for the 
next two decades climbed to new heights of 
prosperity. The fact is, by 1909-1914 (the five 
years later used as the so-called parity price 
and income period by the Agncultural Ad- 
justment Administrauon), farmers were doing 
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as well as, or better than, other sectors in the 
American economy. There were boom nmes 
for farming in 1915-1910 because of the great 
increases demanded by wartime requirements. 
Agriculturists proceeded to mecbamzc, im- 
prove livestock, and open up at least an addi- 
tional 50,000,000 acres of hitherto uncultivated 
land to cereal production. All this was accom- 
pamed by an unexampled increase not only in 
prices but in real estate s'alues 

The bubble uas pricked m 1920 — and while 
the greater part of the American economy re- 
covered bv 19a a and was enjoying the un- 
precedented prosperity of the golden mneteen 
nienties, agnculturc remamed depressed By 
1919, the farmer was worse off than he had 
been not only ten years carher but mdeed 
twenty years earlier. Land values dropped 
sharply, pushing many farmers into bank- 
ruptej' A single statistical fact illustrates the 
collapse of agriculture m terms of the ratio 
between prices received and pnees paid the 
farm dollar in 1932 was worth only 47 cents 

As Louis M. Hacker m his Amenam Prob- 
lenit of Today (New York, 1938) tells the 
story. 

The cfficicnc)’ of Amencan agncailnire was being 
hampered not only because of declines in gross and 
relative mcome. What wais more senous was the 
fact that fixed charges n ere eating up a larger and 
larger share of the farmer’s eammgs so that he was 
compelled to divert the use of income from the 
improvement of his tcchmques to the pajment of 
taxes and interests on morffiages. Total fixed 
charges absorbed 6 per cent of gross farm mcome 
in 1910 and 12 per cent m 1930 this was indeed a 
heav} price to pa) for land ownenhip 

The inevitable concomitants Mere fore- 
closures, sales for tax delmqucncies, and a great 
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nse in tenancy The reasons for agricultural de- 
pression were largely to be found m the dechne 
of world and domestic markets and the open- 
mg up of new regions of supply Europe, now 
occupymg a debtor position, was seeking self- 
sufficiency Between 1913 and 1931, Europe, 
Canada, Argentina, and Austraha increased 
their acreage m major food crops more than 16 
percent TTie domestic situation was even un- 
happicr To connnue quoting from Aviericm 
Problems of T oday 

The possibilities of mereasing domestic consump- 
tion of agncultural goods, in order to take m the 
slack, vv ere remote. TTie foUovvmg factors may be 
noted I Our population growth was slowing 
down because of immigration restrictions and birth 
control 2 The two decades 1910-1930 witnessed a 
profound change m dietar)’ habits as Americans 
shifted from a reliance on grams and beef to a 
greater nse of pork, vegetables, fruits, milk and 
sugar 3 \Vomen were dieting and thus eat- 
ing less calories. 4. Improved methods of heating 
homes and the growing elimination of the need for 
hard and backireaking toil also made it possible 
for men as well as women to dispense with foods 
with high caloric contents 5 Cotton was being 
replaced by rayons and other chemically produced 
fabrics. 6 Finally, agnculture itself han become 
more mechanized and efficient, makmg it possible 
to produce more goods and fibers for each dollar 
of labor and capital expended In fact, between 
1919 and 1929, on a stationary cultivated acreage, 
the output of American farmers mcreased more 
than 20 per cent' There was, therefore, a surplus of 
farmers m the United States, 

Stuard Chase (1888- ), using in consid- 

erable part the agncultural sections of Recent 
Economic Changes, tells of other aspects of the 
farmer’s plight in his Prosperity, Fact or Myth 
(New York, 1929) TTiis is the selection re- 
pnntcd here and it is published by permission 
of Bomhooks 


Prosperity, Fact or Myth 


BY STUART CHASE 


OiApTCR \^I The Siiabe of the Fa«mer 

. . , But to use the simplification for the Amen- 
can firmer is too utterl) mcongruous. He does not 


operate m masses, geographically it is impossible, 
temperamentally he hates the thought of it There 
ts no such thing as the Amencan farmer or any 
semblance of such a thmg There arc about 6 mil- 
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lion individuals * sprawled across the country from 
the potato fields of Aroostook count}' in Marne to 
the comer where the icicle of Lower California 
begins to drop off the continent. With their fam- 
ilies they comprise nearly 30 million persons. 
They range from a happy shiftless negro tenant 
hoemg an acre of poor com field in Mississippi 
to Mr. Campbell with his 80,000 acre, loo per cent 
mechaniitcd wheat farm, in Montana. Both are 
“Air. American Farmer,” but the mind balks at 
treating them as a unit. . . . 

The War encouraged huge exports of American 
food-stuffs. We fed millions of European peasants 
who had left their fields for the trenches. Prices 
went up, acreage increased, die tractor became 
popular, efficiency was widely introduced. At the 
close of hostilities, American agriculture was in 
an exceedingly prosperous condition, rclauvely 
speaking. The hUl billies of Kentucky were still 
cultivanng their rocks, but farmers on negotiable 
land were doing well the country over. Prices had 
been pegged for them, land values were soaring, 
credit was readily obtainable. The whole eco- 
nomic structure of agriculture had been given a 
glorious kick upstairs. 

ILxports as we have seen held up well in 1919, 
and fairly well in 1910. In 1921, Europe suddenly 
stopped buying. Farm products shipped abroad 
tumbled $1,300,000,000 in the year. Wholesale 
rices collapsed Land values exploded like pricked 
alloons. Unnumbered farmers who had been 
thinkmg of Florida, California and a new sedan, 
found their thoughts concentrated on mortgage 
interest Their prosperity fell like a meteor into 
the sea. . . . And after 9 long years, the hiss of its 
extinguishment is still in their ears. 

The following figures from Recent Economic 
Changes tell the sad story more effectively than 
any prose, however purple. 


INDE.X NUMBERS 




Prices 




Prices 

Paid by 

Wages 



Received 

Farmers 

of Hired 

Taxes 


for Farm 

for their 

Farm 

on Farm 


Products 

Supphes 

Labor 

Property 

1914 

100 

100 

100 

100 

1918 

200 

178 

176 

118 

J9I9 

209 

205 

206 

130 

1920 

205 

206 

i 39 

155 

1921 

n6 

156 

130 

217 

1922 

124 


146 

13* 

* Farmers by tenure, i923' Full owners, 3,313,000; part 


ouTicrs, 553,000; managers, 41,000, cash tenants, 393,000, 
other tenants, 1,069,000. Total, 6,371,000. In addition 
there were, m 1923, 3,085,000 farm laborers 


1923 

135 

153 

166 

246 

1924 

134 

154 

166 

249 

192J 

J47 

U 9 

168 

250 

1926 

136 

ij6 

171 

253 

1927 

131 

154 

170 

2j8 


The chapter might well end here. There is really 
very httle more to say. Where farmers were get- 
tmg a dollar for their corn or wheat or cotton in 
1914, they were getting more than $2 in 1919 and 
1920. Then the whole structure collapsed to Si. 16 
m 1921 — cut almost in half. It has climbed up a 
little since, but in 1927 it was only $1.31. 

This IS bad enough m itself. But worse is to 
come. Regard the other three columns. The prices 
which farmers paid for their clothing, hardware 
and other supphes had also doubled by 1920, and 
also tobogganed m 1921. But instead of going down 
to ltd, they only went to 156 — where they have 
more or less remained, far above the level of prices 
for farm products American agriculture has thus 
been caught m the famous “scissors” which the 
Russians talk about. It must pay relatively more 
for what it buys than it receives for what it sells. 
The wider the jaws, the more it squums. In 1927 
the jaws %vere 23 painful pomts apart. In the last 
two years they have narrowed a little, but they arc 
still wide enough to make the pain sufficiently in- 
tense. 

The same thing happened in respect to the wages 
of the hired man, except that the scissors are even 
wider — 39 pomts m 1927, and still widening. This 
has helped hired men a little but not the farmers 
who hire them. In taxes the situation is even more 
deplorable. Instead of dropping in 1921, taxes con- 
tinued to climb. By 1927 they were no less than 
127 points above farm product prices! Again the 
motor car makes its bow on the prosperity stage, 
but this time upside down. The chief reason for 
higher farm taxes lies in highway construction in 
rural areas. This has made contractors and auto- 
mobile manufacturers prosperous but farmers have 
paid the freight. . . . Figures for several counties 
in Michigan show that m the last 7 years ta.vcs 
have absorbed 90 per cent of the net return to 
farm ovoners. Other studies indicate that an ab- 
sorption of one-third to two-thirds the net return 
is common. 

This woeful burden operates to depress land 
values. For the last century the value of farm lands 
had been marching steadily upward Farmers came 
to believe that a mounting curve was inevitable — 
something as dependable as a mounting thermome- 
ter m the sprmg. They cannot adjust themselves 
to a sagging curve. But according to Mr, Edwm 
G. Noursc in Recent Economic Changes the end 
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hi5 come— 1920 m his opmion registered Ac peak, 
naaotuUy speaking. That rt certainly reg^ 
tered a steep temporary peak his figures make only 
too plain. 


LSDEX KUMBEK OF FARM I.A>*D VALUES 


nimoa 

I9IB 

100 

ipao 

160 

ipaE 

96 

Iowa 

100 

a >3 

••7 

NorA Dakota 

100 

•45 

99 

Kansas 

100 

• 5 ' 

••3 

SouA Carolma 

IDO 

IJO 

ito 

Texas 

100 

•74 

•39 

California 

100 

167 

161 

Connecncut 

100 

•37 

•39 


. . Mr. Copeland has prepared a profit and loss 
accoimc for all American farms for the year end- 
ing June 30, 1917 It is a pity to kick a man when 
he IS down, and to continue reciting the woes of 
■gnculturc may seem unnecessanlv cnicL As an 
accountant, how ever, I cannot forebear to append 
his beautiful table. It must have taken months of 
arduous computation. 


Gross value of agricultural production • $12,127,000,000 
Pa)inena to other industrtal groups 3,697,000,000 

$3,430/x>o,ooo 

Wages paid hired labor 
Rents paid— n« 1,267/100,000 

Interest paid i6o/ioo/)oo 

Loss due to (all m land 
values 2 ,i 6 o/)oo/>oo 

, ,978/100000 


Net return to owners 
Interest on market value 
of etpiitj 

Charge for owner’s labor 
(g $340 per year 
‘^iformal prone” 


Si, 759000/100 

3,410/100/100 


Deficit of actual profit 


S3452O00/100 


5,169000000 

$1,717000000 


* Includmg cstmiatc (or food grown and consumed on 
farm. 


One final blow and 1 am done. Mr Alirchell be- 
lles cs that the best single index of Ac lowly posi- 
tion of agnculture is m Ae percentage of farm 
per capita mcomc, to Ae per capita mcome of Ae 
total population. In 1919, the average farm dweller 
was rcccising 57 per cent as much mcome as Ae 
average Amcncan In 1921, Ae ratio dropped to 
34 per cent Now it has clunbcd to about 40 per 
cent — and 10 still far short of 1919 Relative to 
the rest of us, farmers have lost 17 pomrs m Ac 
last 10 years. 

In the fare of Ais depressmg testimony it ts 
pertinent to inquire how farmers continue to exist 


at all As a matter of fact, many of Aem have 
ceased to exist— as farmers Nearly a million (net) 
left Aeu: homesteads for Ae city between lyao 
and 1927 But 6 milhon still remain. Why? Well, 
for two reasons. 

In Ae first place, . We have been talkmg 
mainly about agnculture as a whole, which is to 
say Ac average farmer He is non-enstent. Hun- 
dreds of Aousands of mAvidual farmers, Ac 
country over, have made enA meet, and AonsanA 
has c prospered ’ Soil, crop demand, export op- 
pottuniaes, mechanizauon, local condiuons, differ 
widely Indmdnal abAties differ widely Here and 
Acre agnculture cooonues to pay well 

ScconAy, and far more important, for agnciil- 
lurc to show a profit and loss account m red 
figures may be sad, even tragic, but it is not evi- 
dence of extermination Faninng is not a business 
— or, more properly, not yet a busmess A corpo- 
ration consistently m the red closes its doors and 
goes mto Ac hanA of a receiver WiAout Ae life- 
givmg margm of credits over debits, it shortly 
ceases to exist It is a child of Ae money and creAt 
system, and the penalty of breaking Ae rules of 
that system IS dea A Not so Ae farmer. He is 
carrymg on a job far older Aan Ae money and 
credit system. He is handicapped seriously by its 
rules, but in a pmch he can soil defy Aem No 
penalty of sudden extermination hangs over him. 
If his books do not balance, if his debits exceed 
his credits, he can throw his books out of Ae 
window and go out and pick a mess of peas, or 
milk Ae cow He has a roof over his head, food m 
his fields, fuel m Ae w'ood lot He can stand a 
financial siege if he must. The banker boldmg his 
mortgage may evict him and a few of his neigh- 
bors if mterest is not paid, but he cannot evict a 
whole country-side If times are generally bad, 
Ae banker may whistle for his money — and in Ae 
end go bankrupt himself . , 

American farmers as a class have had no share 
in American prospenty. They have bought some 
of Ae outw’ard sj-mbols, but Aeir basic condition 
has improved but sbghtly suice Ae crash of 1921. 
For Ae poor land farmers, it has not improved at 

The share of agnculture has been perhaps suffi- 
ciently established, but curiosity dnves us on to 
mquire -aby the farmers are worst off Aan m 
1920, while Ae rest of us are m terms of money 
income, at least, bener off. Why did our curve go 
up, and theirs go down? What made Ae scissors 
open wider’ 

For one thing, as the scissors figure suggests, our 
changing standarA have tended to depress the 
farmers. The nation is eating lighter foods, wear- 
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ing lighter clothing. Fruit and vegetable farmers 
have benefited somewhat (the trouble is the ne\v 
demand has been frequently overestimated, result- 
ing in excessive acreage) but cotton, gram, sheep 
and cattle raisers have suffered. Clothing demand 
has shifted to silk and rayon — good for Chinamen 
and wood pulp manufacturers, not for farmers. 
Nor IS much in the way of agricultural raw ma- 
terials to be found m automobiles, gasolme, radios, 
sporting goods, moving pictures, travel, college 
education and tabloids-^1 great items m the new 
standard of livmg. 

Higher wages m industry hat'e forced farmers 
to compete with the factory for labor, and thus 
raised somewhat the wages of the hired men — as 
we have already noted. Also, as we have seen, the 
taxes inspired by the motor car have been a tre- 
mendous burden. 

The collapse of the European market in 1921 — a 
market which has never really come back — was 
the incitmg cause of the whole agricultural tobog- 
gan slide. Meanwhile Canada, the Argentme, and 
Australasia have been putting an ever greater vol- 
ume of agricultural products on the world market 
to the detriment of America. Canadian wheat has 
jumped from 52 million bushels in 1900 to 550 
millions in 1928, Argentine from 78 millions to 239 
in the same period; Australasian from 49 to 119 
million bushels. Argentine beef exports have m- 
creased from 54 million pounds in 1900 to 2 billion 
pounds to-day. 

Fmally, and perhaps most important of all from 
any long-range view, the machme has enormously 
distressed most farmers. It has made a few rich,- 
but thrown agriculture as a whole completely out 
of step, and disrupted its time-honored rhythms. 
Tractors have eliminated 6 million horses and 
mules from farms in the last 13 years. A tractor 
eats gasoline; horses eat oats and hay. Some 18 
million acres of hay and grain lands arc no longer 
needed, to the increasing dismay of hay and grain 
farmers. Worse, the old crop rotation of corn one 
j'car, oats the next, meadow land the third, goes 
into the discard, breaking up an old and admirable 
economy. 

Agriculture has always suffered from over- 
production. Machines increase the agony. They 
get more of a crop out of a given acre. Unless acres 
decline, the market inevitably will be saturated. 
Acres, alas, have not declined appreciably. The 
19 principal crops covered 351 million acres in 
1919 and 349 million acres in 1927. While a million 
farms were being abandoned durmg this period 
the “mass” of crop production, taken as too in 
1919, grew to 106 in 1927. Workers are fewer. 


farms arc larger, production is greater. As in the 
factory, output per man on the farm is mcrcasing, 
though at a far more leisurely pace. Tlie large out- 
put tends to keep prices low. Thus the gain in 
efficiency has not benefited most farmers. . . , 

Let us look a little more carefully mto the funda- 
mental mcompanbility of the farm and business. 
To begin with farmers are less mobile than in- 
dustrial workers; they do not respond readily to 
shifts in demand, or to technical improvements. In 
the second place, the installation of a new machine 
requires first the approval or vote of the indi- 
vidual farmer, and second the mdividual financing 
thereof. How far would the machme age have 
progressed if factory workers had voted on each 
new loom or lathe, and then purchased it on their 
own credit? Somewhere higher up a boss decided 
on the new machine, and his board of directors 
found him the money. The worker either took it 
or took himself off the premises. Technological 
progress over the whole field of agriculture must 
be not only a slow process, but at some points — 
such as max-imum efficient acreage per machine — 
an impossible one. Only a brand-new land of cen- 
tralized, coordinated control can really domesti- 
cate the machine on the farm. The half-way meas- 
ures — a mechamzed farm here and there — which 
are now m process, have no discernible end except 
more mudale. The Texas cotton growers have a 
temporary advantage, but I predict that it will not 
last Two cultures, fundamentally at odds, arc 
trying to Irve in the same house. 

The business farmer, with large acreage and 
complete mechanization, brmgs down costs and 
makes a fau: return on his investment. Good. Then 
what happens’ The little farmers, hearing of the 
profits, sow their fields with the same crop. Squat- 
ters take up land and sow the same crop. Prices 
drop. Both big and little men are soon in the red. 
But the big man is likely to suffer more in the end. 
He has heavy fixed charges to meet on a large, de- 
preciating mvestincnt Under individual owner- 
ship and operation, crop surpluses have been and 
always will be unpredictable. Nobody has yet 
found a way to control rain, frost, hail and wind. 
This is a sufficiently risky situation for a centrally 
planned production system, it is altogether too 
risky for large blocks of private capital to flirt 
with indefinitely. A report of the United States 
Chamber of Commerce made in the summer of 
1929, finds that 74 large farms averagmg 12,000 
acres, in 28 states, are neither more nor less suc- 
cessful than neighboring small family farms. It 
concludes that a revolutionary change in agri- 
culture in the direction of quantity production — 
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wiih Its inevitable by-protluct of a disastrous effect 
on the social life of the rural populaoon— is far 


from fnlfiUment. I submit that it' never can be ful- 
filled The fanner is not a bnsmess man . . 


THE BOOM 


Tin: DEPRESSED rvDUSTRtEs and the plight of 
agnculturc were only tvvo evidences of the 
fact that the boom of the later nineteen twenties 
was not soundly based There were others for 
those wiling and clear-sighted enough to read 
them but most Amencans went on their way 
unheeding Certainly, no pubhc officials in 
high places sought to issue warnings 

Notably in the fields of financing and foreign 
economic policy — we can see now — ^werc 
gross errors of judgment committed The vast 
expansion of installment selling, parocularly as 
regards the acquisition of durable consumer 
goods (automobiles, radios, furmturc, electri- 
cal appliances), involved Amencans in a moun- 
tain of debt. New devices for corporate financ- 
ing and manipulation — holding companies, in- 
vestment trusts, bank sccunoes affiliates — were 
permitted to appear not only to mflate values 
but to increase further the debt structure of 
the nation The credit inflation finally got out 
of control as a result of the orgy of stock- 
market speculation in the second half of the 
nineteen r« enties Besides, we poured vast sums 
abroad, frequently into unsound investments. 
And as we became a creditor nation, at the 
same time we raised even higher the barriers 
against foreign imports — m the Emergency 
Tanlf of tqai, the Fordney-McCumber Tanff 
of 1922, and the Hawley-Smoot Tariff of 1930 
Tlie rest of the world might buy from us and 
wc were prepared to finance such purchases, 
but we were unwilling to buy from the rest of 
the world Certainly this could not go on for- 
ever, by the end of 19:9, wc were ready to see 
w hy 

In the selections that follow, some of the 
financial aspects of the boom are presented. 
Dunng the nineteen nvcnties, Edwin R A 
Seligman (1861-1939), professor of economics 
at Columbia Universit)-, undenook to super- 


vise a study of installment selhng (prmcipally 
in relation to the automobile industry) which 
resulted in two large volumes. The Economics 
of Installment Sellmg(NewYotk, 1927) Sebg- 
man regards the growth of installment selling 
as a new departure in economics, a revoluoon 
hardly infenor to the Industnal Revoluoon it- 
self Though earber phases of consumption 
credit may have been marked by abuses, mod- 
em installment selling falls into another cate- 
gory because it is concerned with durable 
goods After considenng the process of install- 
ment selhng as it affects manufacturer, dealer, 
and financial intermediary — the finance com- 
pany — the study ends on a note of approval 
Installment credit is the latest in history’s 
many methods of financmg consumption be- 
yond the consumer’s immediate ability to pay. 
Though It has some dangers, installment credit 
does not carry with it die threat of inflation 
The “inveterate prejudice” against consump- 
tion credit IS a relic of an earber time when 
“luxuries” were only for a small, high-mcome 
group 

After the event — that is, in 1933-1934 — the 
Senate Banking and Finance Committee in- 
vestigated some of the more unsavory aspects 
of financial promotion and mampulation It 
hired Ferdinand Pecora (1B82- ), Italian- 
bom New York lawyer and Wilsonian Demo- 
crat, to act as Its counsel, his keen probing 
exposed many weaknesses and led to the formu- 
lation of a sound regulatory pobey The Se- 
cunacs and Exchange Commission was one of 
the results of this inquiry Later, Pecora sum- 
marized some of his findings in his IVall Street 
under Oath (New York, 1939) Pecora looked 
into the operations of holding companies, in- 
vestment trusts, bank securities affiliates, per- 
sonal corporations and the like, he paid pr- 
ncular attennon to the promotion of foreign 
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bond and stock issues in the United States. 
And, in all cases, he found a lack of responsi- 
bility on the part of the issuing bankers and 
houses and a betrayal of the crust of the buy- 
ing public. 

Frederick L. Allen (1890- ), editor of 
Harper's, tells the story of the amazing Big 
Bull Market in his lively description of the 
golden nineteen rwendes which he called Only 


Yesterday (1931). What emerges from his nar- 
rative — as far as the student of economics and 
public affairs is concerned — is the complete 
helplessness of the Federal Resert'e Board to 
check the org)’' of speculation and to control 
the financial mechanism of the nation. 

The selections are reprinted by permission 
of Harper and Brothers (Sehgman and Allen) 
and Simon and Schuster (Pecora). 


Economics of Installment Selling 

BY EDWIN R. A. SELIGMAN 


CHAPTEn II. Modern Installment Selling 

. . . Tun PRODIGIOUS increase in production and 
the lowering of prices led to continually newer 
classes of users. With this change came the need 
of some alteration in tlic methods of sales and the 
disposition of the product In the older days, when 
the automobile was an anicle of lu\ury and 
bought only by the very wealthy, cash was vir- 
tually the only method available or desirable. But 
when the would-be purchasers came to be pre- 
dominantly of the middle and lower middle class, 
and when it became more and more customary for 
the farmer and even tlie more prosperous wage- 
earner to desire a motor car, an opportumty arose 
to introduce some method to enable purchase on 
the part of those who liad no great stock of ac- 
cumulated savings or wlio, at all events, would find 
it inconvenient to pay in cash. The ordinary man 
of modest means who had learned how to con- 
struct his home through the building and loan as- 
sociations, and who had had a more or less for- 
tunate experience in buying the ncccssaty furni- 
ture for his home through the instalment method, 
regarded with favor this way of adding to his 
possessions what he now considered only nc.xT in 
importance to his house and his furniture. 

There was, however, another reason for the de- 
velopment of the new sales method — a reason 
connected with the dealer rather than with the con- 
sumer. The automobile business was at the outset 
a highly seasonal business. Especially in the early 
days before the advent of the great popularity of 
the closed car, the automobile sales were massed in 
the early spring and summer. With the gradual 
development of the volume of sales, the manufac- 
turers began to realize what has long been a com- 
monplace in economic theory and what has been 
the lesson of experience in business practice, that 
die advantages of mass producuon, which would 


render possible a lowering of the price and a 
capture of the market, were more or less depend- 
ent upon an even and continuous output. It is 
obvious that where seasonal production of any 
commodity is marked, the non-utilization of the 
plant and the laying-off of worlcmen conspire to 
mcrease costs and to mterpose difficulties in the 
successful prosecution of the enterprise. 

If now the distributors or wholesale dealers in 
the automobiles found, as was mcreasmgly true, 
that the retail dealers were able to dispose of their 
cars only in certain months of the year, the prob- 
lem of what to do with the accumulated stock 
became a serious one. If the demand on the part 
of the dealers was essentially seasonal, the demand 
of the distributors would become corrcspondmgly 
seasonal, and the manufacturers would be con- 
fronted by the problem of securing an even flow 
of their output. For the individual dealers to pur- 
chase cars and to store them m anticipation or tiie 
demand was out of the question; their capital was 
inadequate. For the distributors to step into the 
breach and to pay cash for large quantities of 
automobiles which they would have had to put in 
storage would have meant useless expenditures for 
storage facilities. A continuance of the old s}'steni, 
therefore, implied a rather rigid limitation on the 
possibilities of output. What was more natural, 
then, than that there should occur to some in- 
genious minds the thought that if a method could 
be devised for replacing the system of cash sales, 
the problem would be solved? If the distributors 
could be permitted to pav for the accumulating 
stock of automobiles only as they periodically 
disposed of them, the difficulties of the situation 
would be largely overconie. 

In this way, the two converging streams of in- 
fluence, namely, the desire of the automobile user 
to be provided with a somewhat easier method of 
payment, and the interests of the automobile man- 
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ufacturcr to secure a larger as well as an even, tin- 
intcrruptcd flow of output, conspired to bong 
about the introduction of the instalment method 

Since the ongin of instalment sales in automo- 
biles IS due to these Uvo reasons, it becomes nec- 
essary’ to explain somewhat more in detail the 
influence of each 

So far as the consumer is concerned, cash was 
the well-nigh universal rule up to 1910 Of course, 
here and there isolated instances were to be found, 
as m the sale of evetythmg else, where the dealer 
made, largely for personal reasons, some credit 
concession to purchasers But these instances were 
sporadic. Wm the growth in the number of auto- 
mobdes, and m the desires of a continually grow- 
ing group of more or less modest purchasers to 
secure automobiles, the custom arose of buying 
used instead of new cars — a custom strengthened 
by certam factors on the supply side as weU. With 
the increase in the used-car busmess, the pressure 
upon the dealers to make some concessions to the 
buy er became stronger From the year 191000, we 
find such concessions growmg, especially on the 
Pacific Coast, where the climate rendered possible 
the utilizanon of automohUes for a considerably 
more protracted period than m the rest of the 
counliy, and where the good roads first made their 
appearance. Within the next two or three years, 
the system of making concessions m the svay of 
time payments became quite common, and It had 
in the meantime been applied to new can as well. 
Although the methods differed considerably from 
dealer to dealer, and although the terms were even 
more heterogeneous, the purchasing pubhe was 
gradually accustoming itsdf to pay for the cars, 
whether new or used, in successive instalments, 
chiefli m monthly payments. 

The problem now arose as to how the dealer 
could contni e to pay cash to the manufacturer for 
the can which he was now beginnmg to sell on 
Instalments. He might mdeed, and did in fact at 
first, turn to his local bank and endeavor to dis- 
count some of the notes turned over to hun by the 
purchasers. But difficulties soon disclosed them- 
lelics. The dealer might not have been of unrni- 
peachablc credit or in possession of a credit rat- 
ing such as that to which the local bank had been 
accustomed, and even where the dealer's own 
credit w as good, he had in most cases no organiza- 
tion adequate to guarantee the solv ency of the cus- 
tomer and therefore the standmg of the notes 
turned in Moreover, as many’ of these purchasers* 
nmes ran for a considerable number of months, 
this paper was essentially lackmg m the element 
of liquidiu’ which the banks were accustomed to 
demand Above all, there emerged the problem of 
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collecting the unpaid Instalments, and the local 
bank was often both unable and unwillmg to uisti- 
tutc a new and cxpcnsiv c department to oversee 
the delinquent purchasers. The relauons hetw een 
the dealer and the purchaser, therefore, inevitably 
called for some form of credit mechanism, ade- 
quate to this new method of instalment sclbng 
More important, naturally, was the pressure 
brought to bear by the arrangements between the 
distributor and the manufacturer Here, also, up 
to this period, it had been customary to sell auto- 
mobiles strictly for cosh, with the exception of 
isolated cases, as m all similar businesses, where 
the manufacturer made concessions to particular 
dealers and earned part of the stock on an open 
account during the slack months of the year Such 
examples were, however, uncommon. But now, 
with the mcreasmg pressure exerted upon the dis- 
tributors by the manufacturers, the former real- 
ized that their capital was not snffiaent. In an m- 
dustry where so long a time elapses between the 
beginning and the end of the producuve process, 
that IS, between the purchase of the raw material 
ard the final disposinon of the finished product, 
the question of delay in payment becomes of pnme 
importance. Even m an industry with a fairly 
large capital, it becomes taribanassing to have a 
large part of the funds tied up If thousands of cats 
are to be manufactured and then mdefimtely 
stored until called for by the seasonal demand, a 
decided lumt is set to the output. Neither the dis- 
tributor nor the manufacturer could secure much 
help from the local bank, partly for reasons ex- 
plained above and partly because of the fact that, 
if the banks were to be adequately remunerated 
for this new service, they would have to make 
charges which would probably bring them mto 
conflict with the usury laws m the various states 
Furthermore, laws restrictmg the amount of loans 
to be made to any one mdividual frequently re- 
sulted in a situauon where the dealer could not 
obtain adequate financing accommodanons. The 
manufacturer not only needed his money at once, 
but desired a larger, as well as an even and con- 
tinuous, market for his product; the distributor, 
unless he was to dissipate his gross eanungs m 
storage expenses and other payments, was under 
pressure to find buyers for the surplus cars Some- 
thing else was needed not only to render liqmd 
the frozen credits which were thus being engen- 
dered on all sides, but also to impart a degree of 
reasonable safety ro the new sales method 
Thus from all the parties to the transacoon, 
manufacturer, distributor, dealer and consumer, 
there now came a demand for machinery which 
would render possible a greater volume of trails- 
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actions. The solution was found in the creation of 
the so-called credit companies or finance corpora- 
tions. 

Chapter XV. Conclusions 

We have come to the end of a Ion" discussion. 
We have seen that while not a little light can be 
thrown upon some of tlie problems of instalment 
selling by an exammation of the facts, there re- 
main not a few pomts where a judgment rests for 
the present upon general economic rcasomng. Let 
us attempt to restate here some of our prmcipal 
conclusions. 

Instalment sellmg in the sense of making a final 
liquidation through the method of successive frac- 
tional payments, is both old and new. It is old in 
that It has been used m both public and private 
transactions from the begmnmg of recorded his- 
tory, It is new only m the sense that it has been 
applied on a large scale m recent years to certain 
more durable consumption goods. To all intents 
and purposes, it has become a problem of the auto- 
mobile inasmuch as so large a part of all instal- 
ment selling IS concerned with the automobile. 

We have traced the origin and history of mod- 
em instalment credit, and have described in some 
detail the methods employed in so far as they af- 
fect the purchaser, the dealer, the manufacturer, 
the finance company and the investing public. 

We have also sought to give more reliable esti- 
mates as to the extent of instalment selling and of 
outstanding instalment paper. Our conclusions 
were that many of the cxistmg estimates are 
grossly exaggerated, and that instalment sales, in 
the case of the durable consumption goods to 
which the system is primarily applied, amounted 
at the end of 1926 to about four and a half bil- 
lions of dollars out of total retail sales of about 
thirty-eight billions, and that the total of outstand- 
ing mstalmcnt paper was about two billions. 

We proceeded next to pomt out that most of 
the prevalent opinions on instalment credit arc the 
more or less unconscious reflections of prejudice 
or prepossessions as ex-plained by the self-interest 
of the individual; and that scarcely a smgle one 
of the judgments rested upon either a satisfactory 
factual basis or an adequate econonuc analysis 

In our analysis of the situation it was necessary 
first to note that, inasmuch as instalment credit is 
a part of consumption credit, the alleged contrast 
between production and consumption needed a 
more careful study. This study brought us to the 
conclusion that the utilization of wealth might be 
either productive, neutral, wasteful or destructive. 
Instalment credit, therefore, in the first place 
would have to be envisaged from the point of view 


as to whether articles to which it is apphed repre- 
sent a productive or even a ncutru utilization 
The ordmary charge brought against instalment 
credit on the ground that there is something ille- 
gitimate in the idea of granting credit on consump- 
tion goods w-as seen to be desututc of economic 
foundation 

Employing the term “consumption credit” in 
the common acceptation, we traced the develop- 
ment of credit in general and showed how each 
great change m economic conditions brought with 
It the evoluuon of a new form of credit. iSch suc- 
cessive form was at first deprecated, then coldly 
welcomed, and in the end cordially accepted. In- 
stalment credit represents the latest stage of credit. 

Inasmuch as instalment credit is a part of con- 
sumption credit, we undertook in the next place 
to ascertam the general modern tendencies of con- 
simiption credit, irrespective of whether or not 
it is liquidated in lump-sum payments. We found 
that the growth of consumption credit was af- 
fected by conditions which differed not only ac- 
cording to the section of the country, but accord- 
ing to the population of the town and the size of 
the establishment; and that consumption credit 
was far more successful under certain of these 
conditions than under others \Vhile we found it 
difficult to secure an exact verfficanon of the state- 
ment, we came to the corfclusion that instalment 
selling denoted a substantial addition to the total 
amount of credit rather than a change in the pro- 
portions in the various forms assumed by con- 
sumption credit. 

In our endeavor to ascertain the exact points in 
which instalment credit differed from the other 
forms of consumption credit, we saw that there 
were certain differences ascribable to the com- 
modities themselves, but still more significant dif- 
ferences in the conditions under which the credit 
is granted. The essential point here we found to 
consist in the character of the terms on which 
instalment credit is offered, and in the nature of 
the securit)' for the grant of credit. In other words, 
we learned that perhaps the most serious problems 
of instalment credit clustered around the facts of 
delinquencies and defaults, with the consequent 
necessity of repossession. It was therefore to a 
study of repossessions that we devoted special at- 
tention. 

In addition to the common criticism that instal- 
ment credit is illegitimate because it applies to 
consumers’ goods, we noted the almost equally 
common objection against instalment credit on the 
ground that it is granted for the use of luxuries. 
This led us to a study of the contrast between 
luxuries and necessities. As a result of our analysis, 
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v.e were led to emphasize the connection between 
the so-called luxuries and the rising standard of 
life in the mass of the community We came to 
the conclusion that while the force of the old 
obicctions against ccruin forms of senseless and 
extravagant luxurj on ethical grounds remamed 
unimpaired, attention ought primarily to be di- 
rected to the vabdity of the economic argument 
which explams the transition from luxuries to nec- 
essanes. 

Malang a pamcular apphcaoon of the above 
analj^is, wx pomted out that the automobile must 
be regarded neither as a luxuiy nor as a type of 
foolish and wasteful consumpoon, but that, on the 
contrary, the advent of the automobile has marked 
a revolution m economic and social life which 
is comparable to that produced by the introduc- 
tion of the railway , and that, m the one case as m 
the other, we must weigh up certam resultant evils 
with the aeknoivledgcd benefits, with the con- 
clusion that It IS open to little doubt as to where 
the balance of advantages lies. 

In the final part of our discussion, we took up 
some of the problems connected with the special 
effects of mstalment selling So far as concerns the 
consumer, we pomted out that the real problem 
consists m the contrast between present and future 
satisfactions, and that a more significant distinc- 
tion than the one otdinanly drawn between con- 
sumers' goods and producers’ goods is the distinc- 
tion that ought to be made between goods that are 
paid for before or after utilization The essenaal 
semee of instalment sellmg was found to be the 
puttmg of durable goods on a par with ephemeral 
goods, and the rendering it possible immediately 
to place in the hands of the consumer worth-whde 
commodities which it would otherwise be impos- 
sible for him to acquire We discussed m the next 
place the tjucstion as to whether consumers' lodg- 
ments arc irranonal, and found that we must here 
disnnguish not only as among \anous commodi- 
ties, but also as among vanous mcome classes. The 
lower we descend m the scale both of mcome and 
of durability of goods, the greater we found to 
be the chance of irrationality and abuse. On the 
contrary, the higher w e ascend in the scale of the 
class and in the nature of the productiic utiliza- 
tion offered by the sen ices of tnc commodity, the 
smaller a the likelihood of irranonal (udgment on 
the part of the consumer In such cases we found 
that mstalment selling has a distinct tendency to 
(Xirrcct in the process of time any possible distor- 
tion of judgment, FmalK, with reference to the 
effect of instalment credit on savings, our analysis 
led us to the conclusion that instalment credit not 
only tends on the whole to strengthen the motives 
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which induce an individual to save, but also tends 
to increase his capacity to do so Instalment credit, 
in short, if applied to the proper articles and under 
the proper conditions, may promote not slavery 
but liberation. 

Takmg up next the effects of mstalment credit 
on busmess conditions, we attempted to analyze its 
mfluence on demand. Here we came to the con- 
clusion that mstalment sellmg, instead of smmly 
advancing the time when demand becomes effec- 
tive, really leads to an mcrease of purchasmg 
power Tins is due not so much to the considera- 
tion that there is a correlation between output and 
demand, as to the undoubted fact that maalment 
credit puts goods of potential productive utiliza- 
tion at the disposal of the consumer at an earber 
penod than would otherwise be practicable. As 
over against this conclusion, wx studied next the 

f iroblem of costs or finance charges, and while we 
earned that there were tnll many abuses to be 
noted, we saw that the general tendency of the 
movement is m the direction of ehminatmg abuses. 
We thus arrived at the conclusion that while m- 
stalment selling undoubtedly mcreases the cost of 
the product, this disadvantage is probably on the 
whole outweighed by the corxespondmg advan- 
tages. 

Ckimmg De.xt to the mfluence of mstalment 
credit upon production, the result of our analysis 
was that instalment sellmg tends m part at least 
to a stabOizanon and regularity of output but, 
above all, because of the device of fractional pay- 
ments, to an actual mcrease and acceleration of 
production. 

We took up finally the effects of instalment 
sclhng on the credit structure. Here we found m- 
deed that there are special risks connected with 
mstalment credit, and that these center about re- 
possessions and used-car problems This led us to 
a comparison between the recourse and the non- 
recourse sy’stcins m the automobile business, with 
the conclusion that the weight of argument is dis- 
tinctly m favor of the recourse system We studied 
next the connection betw cen instalment credit and 
busmess depressions, and, as a result of a detailed 
investigation mto the conditions produced by the 
anthraate coal strike, we concluded that the dan- 
gerous effects of instalment selling on the credit 
structure have been exaggerated, and that, al- 
though the facts are as yet madequate to furnish 
a foundation for definite statement, instalment 
credit under nroper conditions is probably not 
open to the charges so often preferred against it 
in this respect. 

Summmg up the entire matter, we should say 
that instalment sellmg, bite every new ‘ 
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IS subject to the perils of novelt}'. It has engen- 
dered new devices and has created a new tech- 
nique, but it has undoubtedly come to stay Some 
abuses and perils which it were short-sighted to 
deny have crept in. What is needed is to apply to 
each particular case some of the results of the 
analysis which we have attempted to present. As 
the years roll by, c\perience will teach us to what 
classes of commodities and to what strata of so- 
ciety instalment selling is economically applicable. 
In the course of time outworn methods will be 
discarded and new abuses will undoubtedly ap- 
pear. Is It not the part of wisdom to separate the 
chaff from the grain, to be on our guard against 


the obvious dangers, and to eliminate one b^' one 
the improper practices imcil, precisely as m the 
case of our bankmg structure, we may be able 
to establish fairly definite and generally accepted 
standards for distmguishing the sound from the 
unsound, the real from the specious^ When in- 
stalment sellmg comes to be measured bj' these 
criteria, we may expect to loam that die innocu- 
ous and the salutary must not be confounded u ith 
the inappropriate and the regrettable, and that, m 
Its ultimate and refined forms, instalment credit 
will be recognized as constituting a significant 
and valuable contribudon to the modem econ- 
omy. 


Wall Street under Oath 


BY FERDINAND PECORA 


V, The Path of Error 

. . . To reach a point where it more than rivalled 
J. P. Morgan and Company and Kuhn, Loeb and 
Company in the origination of secunnes, and, in 
addition, to build up a world-wide sales organiza- 
don that sold many millions of shares annually di- 
reedy to the public, might have seemed enough 
to satisfy anyone’s lust for expansion. But Ae 
National City did not stop in its course even at 
this point. Fmally, it must have dawned on Mr. 
Mitchell and his associates that after all the true 
purpose of the Company was neither to make 
bonds, nor to make sales of bonds, but to make 
money. And here, ready to hand, was the New 
York Stock Exchange, ^e very best place m the 
world to serve such on ambition What if it were 
rather an unprecedented and forbidden thing for 
a nadonal bank to be “m the market,” to gamble, 
and to manipulate, hke any fevered Wall Street 
speculator? It was not, in legal technicality, the 
“Bank” that was speculating, it was the “Com- 
pany.” 

The development of the Nadonal City was, in 
this respect, a logical progression. Step by step, the 
affiliate had led the Bank mto stranger and stranger 
pastures Origmally, when organized in 1911, it 
was to be used merely to hold certain investments 
that the Bank legally could not. From this, it ex- 
panded mto an investment banking “house of is- 
sue," manufacturmg bonds m imitadon of the 
great private bankers. Under Mr. Mitchell’s dy- 
namic rule, it developed its immense machmery 
for selling those bonds to the general public 

When It went still further, and used this machin- 
erj' to distribute milhons of securines not orig- 
mated by itself, millions of the same stocks that 


were being traded in upon the floor of the Ex- 
change, It already had one foot deep in the market, 
and Its success and profits had become mextricably 
interwoven with the daffy plus and mmus signs of 
the stock quotations on the financial pages. It was 
only a short step from this, to complete and un- 
restricted speculation directly on the Exchange. 

Thus it came about that m the four months, 
December, 1928, to March, 1929 — a tmie when 
Federal Reserve authorities were domg everything 
m their power to restrain the funher growth of 
the wild speculative excesses of the market — the 
National City Company was a prmcipal partici- 
pant m and financed three separate “pools” trad- 
mg m copper stocks on the Exchange All three 
were subsidiaries of Anaconda. One was in Andes 
Copper, one in Chile copper, and the third m 
Greene Cananea. In some ca.-ei, the National City 
Itself “ran the account”; in others, other members 
of the group did so. Almost 500,000 shares of these 
various compames were accumulated m these pool 
operations About 1 1 5,000 shares were retained as 
profit. The rest were sold to the public by trading 
on the Exchange in the usual manner. The Na- 
tional City’s share of the profits was $167,000 in 
cash, plus about 66,000 shares of Anaconda stock, 
which, at the quotations then prevaihng, were 
worth approxmiately $9,000,000. 

The National Cit)', to be sure, ran little risk in 
taking these “flyers” and makmg these huge profits. 
Greene Cananea, for example, was a famous “mys- 
tery stock” at the time, its price was rising sensa- 
tionally — but did this represent real value, or 
merely manipulaQon? The Nanonal City did not 
hax’e to guess, for its fellow pool members were 
none other than John D. Ryan, Chairman of the 
Board of Anaconda, xvhich controlled Greene 
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Dnanea, and Cornelius Kelley, the President of 
Anaconda. The ha. that this whole operation de- 
pended on the use by directors and insiders of 
their confidential knowledge of their corporation s 
business for their own personal profit, did not 
deter them m the least. . . 

One might think that the National Gty had now 
finally reached the limit, but there is more to come. 
Perhaps the most extraordmary of its activities 
during those frenzied years was the or^’ of trad- 
ing by the Company in the stock of the Bank itself. 
It B, of course, stnctly apinst the law for a na- 
tional bank to purchase its own stock. It cannot 
even lend money on its own stock Legal techni- 
calities aside, It is obvious that wdd advances and 
recessions in the price at which a bank stock is 
quoted, cannot fail to affect gravely the stability 
and reputation of the institution. Of all stocks, 
bank stocks ought least to be the football of specu- 
lation. 

Solemnly the National Gty gave bp service to 
this doctrine Its officers went so far in 1918 as to 
have the stock of the Bank stricken from the New 
York Stock Exchange, where it had been listed for 
many years, because they professed to he able to 
detect microscopic signs of manipulation In its 
price This they considered to be “disanctly dis- 
advantageous, and probably at times might even 
be dangerous." Yet mark wnat follows m the next 
tno years. National Gty Bank stock, which had a 
par value of $100, was pushed up and up until it 
reached dizzy heights. In January, 1918, when it 
Was taken off the Exchange, it sold at $785 In 
June, 1918, It stood at S940, m Januarj’, 1929, it 
climbed to $1450; a few months later, it reached 
the fantastic pnee of $1,925 (actually, $585 per 
share, after a 5 for i split-up) The highest book 
\alue ever ascribed to it was only $70 And the 
National Gtj', which had removeo the stock from 
the Exchange “to preicnt mampulaBon," was itself 
the principal trader' 

Altogether, m the thrce-and-a-half-year period 
ending December 31, 1930, the National Gty 
Company sold almost 1,000400 shares of the stock 
of Its Bank, and even then it had about 100,000 
shares left 01 er In the smgle year 1919 it sold 
more than i,joo,ooo shares. For the proud priv- 
ilege of owning these shares, worth $140,000,000 
at their highest book value, the public paid the 
stupendous sum of $450,000400 Most of this in- 
flated value was of count, wiped out during the 
yean of depression, when National Gty fell from 
5S5 to at. Air iMitchell himself was a hcavj> loser 
— accordmg to his own statement, the heaviest In- 
dia Idual loser of all. 


PROBLEMS 1087 

The campaign to sell National Gty Bank stock 
was earned on by every means available It was 
sold at these e.\orbitant pnees by the hundreds of 
thousands of shares by National Gty salesmen, 
stimulated by special premiums. It was sold “over 
the counter'^ through regular brokerage houses, 
with fifteen or twenty of whom the Company 
mamtamed direct wires. The Company was by far 
the largest customer of the “spe ciali st” m this 
stock, and kept m telephomc touch with him, on 
busy days, “maybe every three or four nunutes.” 
The Company not only accumulated and sold for 
its own account — at times as many as 30,000 or 
40,000 shares m a smgle day — but it encouraged 
others to fan the flame, giving, free of charge, an 
option on 30,000 shares as the basis of operations 
for a syndicate headed by the well-known broker- 
age firm of Dominick and Domimck, It was mak- 
mg so much money sellmg the Bank's stock that 
It even sold more shares than it owned — 1. e., it 
“went short” — and had to borrow 30,000 shares 
from Mr. Mitchell’s private holdmgs to cover its 
sales. Greed and irresponsible bankmg could go 
no further 

X. “We Could Have Taken One Hundred 

Perciot'” 

In your hands or m the writer’s hands, a dollar 
IS only a dollar It can buy a dollar’s worth of 
bread, or a dollar’s worth of merchandise, or a 
dollar’s worth of corporate stock. The skilled fi- 
nanaer, however, would not go very far m his 

rofession if he could not do better than that. In 

IS hands, a dollar goes a long way it frequently 
buys control of ten, or twenty, or even one hun- 
dred times as much money as the financier himself 
mvests. 

In this chapter, we shall tell the story of one of 
the most outstandmg and spectacular examples of 
thb process encountered dunng the Senate Inves- 
tigauon the mvestment trusts of DiUon, Read and 
Conmany 

Like J P Morgan and Company and Kuhn, 
Loeb and Company, Dillon, Read and Company 
were private bankers. They did not, however, take 
deposits to any considerable extent, but concen- 
trated on the crcatiott and sale of new securities. 
Here they did a huge quantity of busmess, issuing 
nearly four blliion dollars of government, mu- 
nicipal and corporate bonds and stocks for the 
fifteen years following the war. This was more 
than Kuhn, Loeb and Company, but less than J. P 
Morgan and Company. 

Since they took no large amount of deposits, 
Dillon, Read and Company did not have m their 
control, from this source, any great fund of "other 
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people’s money,” as did the Morgans and Kuhn, 
Loeb. But they contrived a scheme which from 
their point of view was superior to the bankers’ 
traditional technicjuc. They were able to get con- 
trol of the pubhe’s money, yet simultaneously 
they avoided the inconvenient necessity' of keep- 
ing that money payable on demand, as is the way 
with ordinarj" deposits. 

This new' superior technique was an amazingly 
simple combination of tw'o devices' the “invest- 
ment trust” and “nonvoting stock,” together with 
some added features of Dillon, Read and Com- 
pany’s ow’n invention. 

The first step, taken in 1924, was the organiza- 
tion of a corporation known as the United States 
and Foreign Securities Corporation. This was to 
be an investment trust, i.e., a company which 
invests in securities, just like any private person, 
but with the asserted advantage of trained man- 
agement and great capital resources. There were 
three classes of stock m the new corporation — 
first preferred, second preferred, and common. 
There were 250,000 shares of the first-named class, 
50,000 shares of the second, and 1,000,000 shares of 
the common. The “first preferred” stock was so 
called because it was entitled to receive dividends 
of six per cent before the other classes of stock 
received anything, but in the matter of voting 
rights and control, it was anything but preferred. 
So long as dividends were regularly paid it could 
not vote at all, it had not the slightest voice in the 
management. It was, in short, what is known as 
“nonvoting stock,” one of the devices which Mr. 
Otto Kahn had picturesquely denounced as “in- 
ventions of the devil.” Under all ordinary condi- 
tions, only the common stock could vote, and 
therefore whoever controlled tlic common stock 
controlled the corporation. 

The entire 250,000 shares of “first preferred 
stock” were sold to the public for $25,000,000. As 
an added attraction, the public was also given 250,- 
000 shares of the common stock — one share of 
common w'ith each share of first preferred. That 
left unsold the 50,000 shares of second preferred 
stock, and 750,000 shares of common stock. All of 
this Dillon, Read and Company bought for $5,100,- 
000. Thus, although it invested only one fifth as 
much as the public, Dillon, Read and Company, 
owning three fourdis of the common stock, the 
only stock that could vote, completely controlled 
the corporation. 

The United States and Foreign Securities Cor- 
poration, ably managed and operated during an 
era of rising stock prices, prospered greatly. By 
1928 there was a cash surplus of $10,000,000. What 
had the public, who contributed $25,000,000 of the 


corporation’s $30,000,000, gotten out of this pros- 
perit )'5 They had gotten their six per cent divi- 
dends on their first preferred stock — and that is 
all. 

True, they also owned 250,000 shares of com- 
mon stock, but in spite of the $10,000,000 cash 
surplus, there had never been any dividend de- 
clared on the common stock. To anticipate a little, 
there never was any dividend on this stock. 

What had Dillon, Read and Company realized’ 
In the first place, it had, like the public, been regu- 
larly receiving by way of dividends on its second 
preferred stock, sL\ per cent on the money it had 
invested. In the second place, it had made about 
$340,000 as Its share of the bankers’ “spread” in 
the sale of the corporation securities to tne public. 
In the third place, it now had complete control, 
unhampered by any possibility of withdraw'al, not 
only of the original $25,000,000 public contribu- 
tion, but also of the $10,000,000 cash surplus which 
had been earned by the use of that mone^. Tlie 
Dillon, Read and Company investment, which had 
originally controlled an additional $25,000,000, 
now controlled $35,000,000. The best part of the 
whole transaction, moreover, was that Dillon, 
Read and Company and individual members of 
that firm still retained practically all their 750,000 
shares of common stock; and this common stock, 
which at the time of its original acquisition had 
been assigned a nominal value of 20 cents per share 
and according to Mr. Dillon, ‘Svas worth less,” 
with a book value of “a million dollars less than 
nothing,” had risen greatly, eventually going as 
high as $72 a share. Flence, an investment of, at 
the most, a few hundred thousand dollars, had 
brought in potential profits of thirty to forty mil- 
lion dollars for the banlicrs. . . . 

Even these astonishingly fortunate develop- 
ments did not satisfy Dillon, Read and Company. 
There was still that $10,000,000 cash surplus fairly 
asking to be put to work. How employ it better 
than by repeating on a larger scale the same opera- 
tion that had already worked out so well? 

So a second corporation, a second investment 
trust, was formed. This one was called the United 
States and hitemational Securities Coiporation. 
Like the United States and Foreign Mcurides 
Corporation, it had three classes of stock, first pre- 
ferred, second preferred and common. As in the 
first corporation, all voting power under ordinary 
circumstances was exercised by the common stock. 
As in the first case, too, the public was allowed to 
buy — this time for $50,000,000 — only the “non- 
voting” preferred stock with only a minorit)’ of 
the common stock added in. But there was one 
salient difference: this time, Dillon, Read and 
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Company did not ha\e to invest a single dollar 
of Its ovvn Instead, it vras the United States and 
Foreign Secunaes Corporation, which, with its 
Jio,ooo,ooo cash surplus, now put up the money 
to secure complete control 

There were now two mvestment corporations — 
the second vnth a 5do,ooo,ooo capital, controlled 
by the first with a $30,000,000 capital, and the 
\\ hole $90,000,000 controlled by Dillon, Read and 
Company, which had four years before mvested 
$5,100,000 

Did vve say that the organtzatlon of this new 
corporation, bnngmg vvith it control of an addi- 
tional $50,000,000 of the public's money did not 
cost Ddlon, Read and Company a dollar? It was a 
gross understatement Dillon, Read and Company 
not only did not pay, they were themselves paid — 
over a million dollars — for their share in the ardu- 
ous labor of orgamiang the company and floating 
Its secunues 

The follovvang year, 1919, prices went still 
higher, and some of the members of Dillon, Read 
and Company thought it an opportune tune to 
let the public share a little of their good fortune 
The)' therefore consented to sell about 75,000 
shares of their United States and Foreign common 
sroclr, at $47 50 or better per share, to certain 
pools organlred by Dommick and Dominick, who 
disposed of it after their own fashion They also 
sold another 45,000 shares through Dillon, Read 
and Company, to the firm’s own customers at 
around $56 per share Altogether, for these ap- 
proximately 110,000 shares (not enough of the 
original 750,000 to disturb Dillon, Read’s control), 
they received over $6,800,000 This in itself was 
over $1,500,000 more than the whole firm's entire 
original investment, and It was realiied from only 
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3 petty fraction of their total common-stock hold- 

After the stock-market crash m 1919, things did 
not go so well- The United States and Interna- 
tiona Securities m particular, sustamed large 
losses amounting at one time to about $a6,ooo,ooo 
The stock m which Dillon, Read and Company 
had seen fit to mvest the $104100,000 cash surplus 
of the first corporation m 1928 was completely 
wiped out 

To Senator Couzens, the takmg of this $10,000,- 
000 "out of an mvestment trust you own, or 
which you control, rather, its ownership bemg 
in the public hands,” and putting it “m another 
investment trust to further augment your own 
profits,” seemed “rotten ethics,” and “reprehen- 
sible.” To Mr Qarence Dillon this and all the 
rest of the story seemed perfectly proper even m 
retrospect . 

Mr Dillon thought m terms of Wall Street 
usage and legality, and from that pomt of view he 
even considered that the pubhc had been treated 
with rare generosity and fairness. True, the pubhc 
had contributed five times as much as Dillon, 
Read and Company to the Umted States and For- 
eign Securines CoiporatTon, and had received only 
one third as much of its common stock m rerom, 
but Afr. Dillon pointed out — and who can deny 
It — there was nothing to stop Dillon, Read and 
Company from having taken, not only 750,000 
shares of this common stock, but the whole 14100,- 
000 Givmg the public any mtcrest at all m these 
shares, even a mmority interest, was a sheer act of 
grace In his ovvn words 

We could have taken 100 per cent. We could 
have taken all that profit. We could have bought 
all the common stock for $5,000,000 . . , 


Only Yesterday 

BY FREDERICK L. ALLEN 


OiAms XII The Big Boll Market 

One dav m Fcbruaiy , 1918, an mvestor asked an 
astute banker about the wisdom of buying com- 
mon stocks. The banker shook his head "Stocks 
look dangerously high to me,” he said “This bull 
market has been going on for a long nme, and al- 
though prices have slipped a bit recently, they 
might easily slip a good deal more Business Is 
none too good Of course if you buy the right 
stock jDu'li probably be all right in the long run 
and ) ou mav ev en make a profit But if I were you 
I’d wait awhile and see uhat happens.” 

By all the canons of conservative finance the 


banker was right That enormous confidence in 
Coolidge Prosperity which had lifted the busmess 
man to a new precmmence m American life and 
had persuaded innumerable men and women to 
wmble their savmgs away in Florida real esute 
had also earned the prices of common stocks far 
upvvard since 1924, until they had reached what 
many hard-headed financiers considered alarming 
levels Throughout 1917 speculation had been m- 
creasmg The amount of money loaned to brokers 
to am margin accounts for traders had risen dur- 
ing *e year from $1,818,561,000 to $3,558,355,000 
—a huge increase Durmg the week of December 
3, 1927, more shares of stock had changed hands 
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than in any previous week in the wliolc history of 
tlic New York Stock Exchange. . . 

Tlie speculative fever had been intensified by 
the action of the Federal Reserve System in lower- 
ing the rediscount rate from 4 per cent to iVi per 
cent m August, 1927, and purchasing Government 
securities in the open market. Tins action had been 
taken from the most laudable motives several of 
the European nations were having difficulty in 
stabilizing theu: currencies, European exchanges 
were weak, and it seemed to the Reserve author- 
ities that the easing of American money rates 
might prevent the furtlicr accumulation of gold 
in the United States and thus aid in the recovery 
of Europe and benefit foreign trade. Furthermore, 
American business \v as beginning to lose headway; 
the lowering of money rates might stimulate it. 
But the lowering of money rates also stimulated 
the stock market. The bull party m Wall Street 
had been still further encouraged by the remark- 
able solicitude of Rrcsidcnt Coolidge and Secre- 
tary Mellon, who whenever confidence showed 
signs of waning came out with opportunely reas- 
suring statements which at once sent prices up- 
ward agam. In January, 1928, the President had 
actually taken the altogether unprecedented step 
of publicly stating that he did not consider bro- 
kers’ loans too high, thus apparently giving White 
House sponsorship to the very mflation which was 
worrying the sober muids of the financial com- 
munity. 

While stock prices had been climbing, business 
activity had been undeniably subsidmg. There had 
been such a marked recession during the latter part 
of 1927 that by February, 1928, the director or the 
Charity Organization Society in New York re- 
ported that unemployment was more serious than 
at any time since immediately after the war Dur- 
ing January and February tlie stock market turned 
ragged and unsettled, and no wonder — for with 
prices still near record levels and the future trend 
of business highly dubious, it was altogether too 
easy to foresee a time of reckoning ahead 

Anybody who had chosen this moment to pre- 
dict that the bull market was on the verge of a 
wild advance which would make all that had gone 
before seem trifling would have been quite mad — 
or else inspired with a genius for mass psychology. 
The banker who advised caution was quite right 
about financial conditions, and so were the fore- 
casters. But they had not taken account of the 
boundless commercial romanticism of the Amer- 
ican people, inflamed by year after plentiful year 
of Coolidge Prospent}'. For on March 3, 1928 the 
stock market entered upon its sensational phase. 
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Let us glance for a moment at the next mom- 
ing’s paper, that arm-breakmg load of reading- 
matter which bore the date of Sunday, March 4, 
1928. ... 

General Motors stock, opening at i39-}i on the 
revious mormng, had skyrocketed in uvo short 
ours to 144W, with a gam of more than five pomts 
since the Friday closing. The tradmg for the day 
had amounted to not much more than 1,200,000 
shares, but nearly a third of it had been m Motors. 
The speculauve sprmg fever of 1928 had set 
in. . . . 

On Monday General Alotors gained iVi pomts 
more, on Tuesday there was great excitement 
as the stock ‘‘crossed 150.” Other stocks were be- 
ginning to be affected by the contagion as day 
after day the market “made the front page”: Steel 
and Radio and Montgomery Ward were climbing, 
too. After a pause on Wednesday and Thursday, 
General Motors astounded everybody on Friday 
by pushing ahead a cool 9I4 pomts as the announce- 
ment was made that its Managers Securities Com- 
pany had boupht 200,000 shares in the open market 
for its cxecuuvcs at around 150. And then on Sat- 
urday the common stock of the Radio Corpora- 
tion of America threw General Motors com- 
pletely into the shade bv leaping upward for a 
net gam of 12% pomts, closing at laoli 

What on earth was happening? Wasn’t business 
bad, and credit inflated, and the stock-price level 
dangerously high? Was the market going crazy? 
Suppose all these madmen who insisted on buying 
stocks at advancing prices tried to sell at the same 
nionient' Canny investors, reading of the wild ad- 
vance m Radio, felt much as did the forecasters of 
Moody’s Investors Servke a few days later, the 
practical question, they iid, was ‘‘how long the 
opportunity to sell at tlu top will remain ” 

What was actually happening was that a group 
of powerful speculators with fortunes made in the 
automobile business and m the gram markets and 
in the earlier day's of the bull market m stocks— 
men like W. C Durant and Arthur Cutten and 
the Fisher Brothers and John J. Raskob — were 
buying m unparalleled volume. They thought that 
business was due to come out of its doldrums 
They knew that with Ford production delayed, 
the General Motors Corporation w'as likely to 
have a big year. They knew that the Radio Cor- 
poration had been consolidating its position and 
was now ready to malce more money tlian it had 
ever made before, and that as scientffic discovery 
followed discovery, the future possibilities of die 
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biggcjt radio company were exciting Automo- 
biles and radios — these were the turn most charac- 
teristic products of the decade of confident mass 
production, the brightest flouers of Cooli^e 
Prosperit)' they held a ready-made appeal to the 
spcculanvc imagination. The big bull operators 
kne«, too, that thousands of speculators had been 
scllmg stoclcs short in the expeaation of a collapse 
m the market, would contmue to sell short, and 
could be forced to repurchase if prices were 
driven relentlessly up And finally, they knew 
their Amcncan public It could not resist the ap- 
peal of a surging market. It had an altogether nor- 
mal desire to get nch Quick, and it was ready to 
bcliei e anything about tne golden future of Amer- 
ican business. If stocks started upward the public 
would buy, no matter what the forecasters said, no 
matter how obscure was the business prospect. 

They were right. The public bought. 

And so It went on, day after day and week after 
week. On March i6th the ticker was thirty-three 
minutes late and one be^n to hear people saying 
that some day there might occur a five-million 
share day — which seemed almost incredible On 
the 20th, Radio jumped i8 points and General 
Motors j On March idth tne record for total 
volume of trading was smashed again The new 
mark lasted just twenty-four hours, for on the 
amh— a terrifying dav when a storm of unex- 
plained selling struck the market and General Mo- 
tors dropped abruptly, only to recover on enor- 
mous buying — there were 4,790,000 shares traded 
The speculative fever was mfecting the whole 
country Stones of fortunes made overnight were 
on everv body's bps. One financial commentator 
rcponed that his doaor found patients talkmg 
about the market to the exclusion of everything 
else and that ho barber was punctuaDng with the 
hot towel more than one account of the prospects 
of Montgomery Ward Wives were asking their 
husbands why they were so slow, why they 
w eren’t getting in on all this, only to hear that their 
husbands had bought a hundred shares of Amen- 
can Linseed that very mommg Broker’s branch 
offices were jammed wuh crowds of men and 
women watching the shming transparency on 
which the moving message of the ticker tape was 
written, whether or not one held so much as a 
share of stock, there was a thrill m scemg the news 
of that abrupt break and rccovctv in General 
Motors on March 17th run across the field of 
vision In a long string of quotations 

GM 50J5 (meanmg 5.000 shares at 185) 2080 
50 82 14 85 30 85. 10.86 15J7. 40J8 30 87 ... 

Tlie Reserve authorities were disturbed They 
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had raised the rediscount rate m February from 
to 4 per cent, hopmg that if a lowenng of the 
rate m 1927 had encouraged speculation, a corre- 
spondmg mcrease would discourage it — and m- 
stead they had witnessed a common-stock mania 
which ran counter to all logic and all economic 
theory' They raised the rate again m May to 4W 
er cent, but after a brief shudder the market went 
oiling on They sold the Government bonds they 
had accumulated dnrmg 1927, and the pnncipd 
result of their efforts was that the Government- 
bond market became demoralized Who would 
ever have thought the situation would thus get out 
of hand’ 

In the latter part of May, 1918, the pace of the 
bull market slackened Pnees fell off, gamed, fell 
off again The reckoning, so long expected, ap- 
peared at last to be at hand. 

It came m June, after several days of dechmng 
prices. The Giannini stocks, the speculative favor- 
ites of the Pacific coast, suddenly toppled for 
gigantic losses. On the San Francisco Stock Ex- 
change the shares of the Bank of Italy fell too 
poults m a smgle day (June iith), Bancitaly fell 
86 pomts. Bank of Amenta tao, and Umon Se- 
curity 80 That same day, on the New York Curb 
Exchange, Banataly dove perpendicularly from 
200 to no, dragging vvith it to rum a horde of 
small speculators vAo, despite urgent warnings 
from A. P Giannmi Inmself that the stock was 
overvalued, had naively believed that it was "going 
to a thousand ” 

But had the bull market collapsed? On Jnne 
13th It appeared to have regamed its balance On 
June 14th, the day’ of Hoover’s nomination, it ex- 
tended Its recovery’ The promised rcckonmg had 
been only partial Prices still stood well above 
their February levels. A few thousand traders had 
been shaken out, a few big fortunes had been lost, 
a great many pretty’ paper profits had vanished, 
but the Big Bull Market was still young . . . 

4 

Dunng that "Hoover bull market” of Novem- 
ber, 1928, the records made earlier m the year 
were smashed to flinders. Had brokers once 
spoken with awe of the possibihty of five-miUion- 
sharc days? Fivc-million-share days were now oc- 
curring with monotonous regularity, on Novem- 
ber 23rd the volume of trading almost reached 
seven millions. Had tliey been amazed at the rising 
nnees of scats on the Stock Exchange? In Novem- 
ber a new mark of $580,000 was set. Had they 
been disturbed that Radio should sell at such an 
exorbitant price as 150’ Late m November it was 
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bringing 400 Tcn-pomt gains and new highs for 
all time were commonplaces now. Momgomer)’ 
Ward, which the previous spring had been climb- 
ing toward 100, touched 439^6 on November 30. 
The copper stocks were skyrocketmg, Packard 
climbed to 145, \^^right Aeronautical flew as high 
as 163. Brokers' loans^ Of course they were higher 
than ever; but this, one was confidently told, was 
merely a sign of prosperity — a sign that the Amer- 
ican people were buying on the part-payment plan 
a partnership in the future progress of the coun- 
tr)'. Call money rates^ They ranged around 8 and 
9 per cent; a little high, perhaps, admitted the 
bulls, but what was the harm if people chose to 
pay them’ Business was not suffering from high 
money rates; business was doing better than ever. 
The new' era had arrived, and the abolition of 
poverty was )ust around the corner. . . 

The Federal Reserve authorities found them- 
selves in an unhappy predicament. Speculation was 
clcarlv absorbing more and more of the surplus 
funds’ of the country. The inflation of credit was 
beconung more and more dangerous. The normal 
course for the Reserve banks at such a juncture 
w'ould have been to raise the rediscount rate, thus 
forcing up the price of money for speculative 
purposes, rendering speculauon less attractive, 
liquidatmg speculauve loans, and reduemg the 
volume of credit outstanding. But the Reserve 
bonks hod already raised the rate (in July) to 5 
per cent, and speculation had been affected only 
momentarily. Apparently speculators w'cre ready 
to pay any amount for money if only prices kept 
on climbing. The Reserve authorities had waited 
patiently for the speculative fever to cure itself and 
It had only become more violent. Things had now 
come to such a pass that if they raised the rate still 
further, they not only ran the risk of bringing 
about a terrific smash in the market — and of ap- 
peormg to do so deliberately and wantonly — but 
also of seriously handicappmg business by forang 
it to pay a high rate for funds. Furthermore, they 
feared the further accumulation of gold in the 
United States and the effect which this might have 
upon world trade. And tlic Treasury had a final 
mecial concern about interest rates — ^it had its owm 
financing to do, and Secretary Mellon w'as nat- 
urally not enthusiastic about forcing the Govern- 
ment to pay a fancy rate for money for its own 
current use. It almost seemed as if there were no 
way to deflation except through disaster. 

The Reserve Board finally met the dilemma by 
thinking up a new and ingemous scheme. They 
tried to prevent the rcloanmg of Reserve funds to 
brokers without raising the rediscount rate. 

On February 2, 1929, they issued a statement in 


which they said: “The Federal Reserve Act doc 
not, m the opinion of the Federal Rcscnc Board 
contemplate the use of the resources of the Fcdcta 
Reserve Banks for the creation or extension 01 
speculative credit. A member bank is not within ic 
reasonable claims for rediscount facilities at it 
Federal Reserve Bank when it borrows cither foi 
the purpose of making speculative loans or foi 
tlic purpose of maintaming speculauve loans" A 
little less than a fortnight later the Board wrote 
to the various Reserve Banks aslcing them to "pre- 
lent as far as possible die diversion of Fcdera] 
Reserve funds for the purpose of cariying loam 
based on securities." Meanwhile the Reserve Bank; 
drastically reduced their holdings of sccuntici 
purchased in the open market. But no increases m 
rediscount rates were permitted. Again and again, 
from Februaty on, the directors of the New Yorli 
Reserve Bank asked Washington for permission to 
lift the New’ York rate, and each time the pcnnis- 
sion was denied. The Board preferred to rely on 
their new policy. . . . 

During the next month or two stocks rose and 
fell uncertainly, sinking dismally for a time in 
May, and the level of brokers’ loans dipped a little, 
but no general liquidation took place. Gradually 
money began to find its way more plcnufully into 
speculative use despite the barriers raised by tlic 
Federal Reserve Board. A corporauon could easily 
find plenty of ways to put its surplus cash out on 
call at 8 or 9 per cent without doing it through a 
member bank of the Federal Reserve System; cor- 
porations were eager to put their funds to such rc- 
munerauve use, as die increase in loans "for oth- 
ers” show’ed; and the member banks themsches, 
realizing this, w'erc showing signs of restiveness. 
When June came, die advance in prices began 
once more, almost as if nothmg had happened. The 
Resen'e authorides were beaten. . . . 

6 

In September the market reached its ultimate 
ghttering peak. . . . 

Stop for a moment to glance at a few of the 
prices recorded on the overworked ticker on 
September 3, 1929, the day when the Dow-Joncs 
averages reached their high point for the year, and 
compare them w'lth the opening prices of March 
3, 1928, when, as you may recall, it had seemed 
as if the bull market had already chmbcd to a 
perilous altitude. Here they arc, side by side — 
first the figures for March, 1928, then the figures 
for September, 1929; and finally the latter figures 
translated into 1928 terms — or m other words re- 
vised to make allowance for mtcrvening split-ups 
and issues of rights (Only thus can you properly 
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judge the extent of the advance during those 
eighteen confident months ) 



Opening 

High 

Adjusted 


pnee 

pnee 

high price 


Alarchj 

Mpt. 3 

Sept 3 


rpiB 

1929 

•919 

Amencan Can 

77 

18134 

181I4 

Amencan Telephone & 
Telegraph 

■791^ 

304 

335% 

Anaconda Copj>cr . .• 

5414 

131I4 

162 

General Electric 

128V, 

39<il4 

39«li 

General Afoton 

139>4 

7>4S 

• 81% 

Montgomery Ward 

I 3 t« 

•3714 

466% 

Ncu York Central 

i 6 o^ 

25674 

256% 

Radio 

9414 

lOI 


Union Carbide & Carbon 

>45 

•37% 

4>3% 

United Sates Steel 

I 381 ii 


t79% 

Wcstinghousc E. & M 

9i'>4 

•89% 

313 

Woolworth 

iso-y, 

ioo74 

J 51 

Electric Bond 8 c Share 

SyTi 

i86y, 

103 % 


One thmg more as you look at the high prices 
recorded on September 3 , 1929 , remember that 
on that day few people imagined that the peak 
had actually been reached The enormous ma- 
jority fully expected the Big Bull Market to go on 
and on 

Tor the blood of the pioneers still tan m Amer- 
ican veins, and if there was no longer something 
lost behind the ranges, still the habit of seeing 
visions persisted What if bright hopes had been 
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wrecked by the sordid disappointments of 1919 , 
the collapse of MTlsonian idealism, the spread of 
political c} mcism, the slow decay of religious cer- 
tainty, and the debunlang of lovc^ In the Big Bull 
Market there was compensation. Soil the Amer- 
ican could spm w onderful dreams — of a romanuc 
day when he would sell his Westmghousc com- 
mon at a fabulous price and live m a CTcat house 
and have a fleet of shmmg cars and loU at ease on 
the sands of Palm Beach. And when he looked 
toward the future of his country, he could vision 
an America set free — not from graft, nor from 
crime, nor from war, nor from control bv Wall 
Street, nor from irreligion, nor from lust, for the 
utopias of an earlier day left him for the most 
part skeptical or Indifferent, he visioned an Amer- 
ica set free from poverty and toil He saw a mag- 
ical order built on the new science and the new 
prospent)' roads swarmmg with milhons upon 
millions of automobiles, airplanes darkenmg the 
skies, lines of high-tension wire carrying from hill- 
top to hilltop the power to mve life to a thousand 
labor-saving machines, skyscrapers thrusting 
above one-time villages, vast cities rising in great 
geometrical masses of stone and concrete and roar- 
ing with perfectly mechanized traffic — and smartly 
dressed men and women spendmg, spending, 
spending with the money they had won by bemg 
far-sighted enough to foresee, way back in 1929 , 
what was gomg to happen 



THE UNITED STATES AND 
THE WORLD 


INTERNATIONAL ECONOMIC RELATIONS 


Beginning about 1915, the United States be- 
came a creditor nation — ^private American in- 
vestments abroad exceeded the holdings of for- 
eigners in the United States — and tlie outflow 
of American capital continued as one of the 
prime characterisucs of the golden nineteen 
twenties. Juhus Klein ( 1886- ), director of 

the U.S. Bureau of Foreign and Domestic 
Commerce during the Hoover administration, 
teUs this story in his Frontiers of Trade (New 
York, 1929). Writing during the boom and as 
an official of a government committed to high 
protectionism, Klein remains unperturbed in 
the face of the dubious character of some of 
this financing — particularly of foreign govern- 
ment bonds — and of the inability, even through 
their invisible services, of foreigners to meet 
the sennce charges on those debts. American 
high tariffs checked imports, the result was, 
interest and dividends owed Americans on 
overseas investments were not paid for in 
goods. Those obligations, therefore, were sim- 
ply added to die long-term credits — in se- 
curities and in direct holdings — that Americans 
were accumulating all over the world When 
American bankers and investors were no longer 
willing or able to finance, or subsidize, our 
foreign trade in this fashion, American exports 
dropped sharply and the depression deepened. 
In 19:8, Klein put such American claims on 
foreigners at ten or eleven bilbons. By the end 
of 1930, an official government esdmate put 
them at fifteen bilhons. 

Paul D. Dickens, of the Bureau of Foreign 
and Domestic Commerce, xvriting in 1931 in 
A New Estimate of American Investments 
Abroad, makes a detailed analysis of American 
holdings by regions and by “direct” and “port- 


folio” investments. Dickens defines “direct” in- 
vestments to include corporate holdings in (i) 
American-controlled manufacturmg and sell- 
ing organizanons, (2) stocks and bonds of 
foreign-controlled manufacturings and selling 
corporations, (3) purchasing agencies, (4) 
petroleum lands and petroleum refimng and 
distribution faciliues, (5) mining and smelting 
properties, (6) public utilities, (7) plantations. 
“Portfolio” investments are defined to include 
(i) foreign bonds pubbcly and privately of- 
fered m the United States, (2) the shares of 
foreign corporations that are owned in the 
United States, (3) bonds of American sub- 
sidiaries of foreign corporations, and of Ameri- 
can corporations that lend abroad directly 
Dickens says; “Portfolio investments are held 
primarily by individual mvestors residing in 
the United States and by insurance companies, 
investment trusts, and other financial institu- 
tions. The foreign security holdings of indus- 
trial and commercial corporations are con- 
sidered as durect investments.” 

And further. 

Private long-term American investments in 
foreign countries at the end of 1930 amounted to 
between $14,900,000,000 and $13,400,000,000 (ex- 
pressed in range figures because errors in such 
estimates are unavoidable) Their rapid growth is 
brought out clearly when the present total is com- 
pared with the estimates of investments in 1900 of 
$500,000,000 and in 1912 $1,902,300,000 In the last 
18 years this country has increased its holdings 
abroad by about $13,268,000,000, or by about 
$737,000,000, a year, excludmg, of course, the 
war debts to the United States Treasury and short- 
term investments 

The distribution of private long-term American 
investments abroad at the end of 1930, divided 
geographically and by major types, is estimated 
as follows 
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PBHATE U>\C-TEBW AAIESICAJ* I^•^1STME^■TS ABKOAD, 'n'PES AND GEOCRAPIUC AREAS, AT END OF lp 30 

[In thousands of dollars] 


Area 

Direct 

Portfolio 

Total 

Canada 

2,048,787 

1,892,906 

3.942.693 

Curopc 

14^,648 

3460,629 

4.929.277 

Mexico and Central America 

930,843 

37.733 

968,576 

South Amenca 

I,d31,i05 

1410,821 

3,041,926 

West Indies 

1,071,000 

161484 

'.233^384 

Afnca 

”S, 3>9 

1,500 

117,829 

Asia 

419,304 

^}A4S 

1,022,949 

Oceania 

' 54.594 

264,700 

419,294 

Tool 

7,840,810 

7,834.218 

13,673,028 

Deduct for mtcrnaiional securities movement 

Add for insurance company and bank capital 
Esnmated foreign investment at the end of 1950 

7,840,810 

630,000 

7404,218 

630.000 
I5.O457OI8 

125.000 
15,170,028 


The selection from Julius Klein's Frontiers 
of Trade (New York, 1929) is repnnted by 
permission of D Appleton Ccnturj' Co , Inc 
Though Protection did not become a polia- 
cil issue dunng the nineteen uventies, three 
tanff acts were passed, each raising duOcs to 
new heights and each evoking widespread pro- 
test both from American economists and from 
foreign countries about to lose their markets. 
Ooth groups were ignored by Congress and by 
administrations which were almost prepared 
to assume, along w ith an earlier and more naive 
politician, that the tanff was only a local issue 
There can be no question, now, that as a re- 
sult of tanff barners the hindrances to norma] 
w'orld trade made the economic lot of Europe 
during the twenties difficult, and deepened 
and prolonged the depression of the thirties as 
the whole world— led by the United States— 
took the road of economic nationalism 
In the face of almost general disapproval 
on the part of economists and despite the un- 

Fromiers 


satisfactoty condition of Amenca’s balance of 
mtemational payments, a Republican Congress, 
not content with the high duties of the 
Fordney-McCumber Tanff Act, in 1928 sat 
down to further tanff revision. In 1930, after 
a year and a half of discussion and with depres- 
sion already upon us, there was enacted the 
Hawley-Smoot Tanff Act, mcorporatmg the 
highest rates in Amencan history Foreign pro- 
tests immediately were followed by retahation 
from every quarter of the globe and Amen- 
can goods and services were now confronted 
not only by heavy import duties but also by 
import hccnsts and quotas, exchange controls 
and closed trading blocs 
Lawrence B Mann, staff member of the For- 
eign Policy Association, describes the early 
reactions to the Tanff Act of 1930 in the selec- 
tion here reprinted It appeared as Vol VI, 
No 15 (October i, 1930) of the Information 
Service Reports of the Foreign Pohey Associa- 
tion and IS published by permission. 

fff Trade 


QiAvtcR vm American Ktestments Adroad 

Tiir TOTAL of our pm ate loans in foreign coun- 
tr»« IS at ptesent about thirteen or foutteJn bill, or, 

child m the country has a stake of Suo m these 


by JVLWS KLEIN 


oversea interests, which is about six times the pet 
capia amount m .9,4. This, of course, is eiclu^,“ 
of the eleven bUhons of war debts owed to oui 
^lettrnienr We have heard much m recent 

at' of the United States 

from a debtor to a creditor country, but the ei- 
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prcssion of tliat change in cold figures niali.es a 
truly astonishing picture. Just before the war 
broKC out, our investments overseas totaled about 
two billions, and foreign investments in this coun- 
try were estimated at about five billions. These 
foreign holduigs here are now about three and a 
half billions and are gradually climbing as Euro- 
pean savings increase and conditions become more 
stable. 

In other words, our international financial bal- 
ance has undergone a transformation since 1913 
from the minus three billions into a plus ten or 
eleven billions. 

But behind those figures there has developed a 
truly dramauc and immensely significant situation 
in our international trade balance, one that affects 
not simply bankers and economists but every in- 
dustry and trade, indeed every individual m the 
land. . . . 

These private investments of ours now yield an- 
nually about $740,000,000 in interest, which is one 
of the largest of that important group of invisible 
Items which I discussed m the preceding chapter, 
and which are so vital m the balancing of our 
international bills. Incidentally, that figure col- 
lected by our bankers, without any audible indica- 
tions of cancellation on their part, is more than 
three and a half times the $209,000,000 paid to 
our Government by European exchequers as in- 
terest on tlic much-discusscd war debts. . . . 

In the first place, it is obvious that the fourteen 
billions now invested abroad have been accumulat- 
ing there for some years. Furthermore, a foreign 
loan IS a credit, not actual currency shipped 
abroad. It finds its way overseas either in the form 
of merchandise shipped directly from our shores 
or in the shape of credit readjustments with other 
countries. 

As for govenimcnral control, it may be said that 
our Government docs not exercise any such regu- 
lation nor docs it presume to pass on the general 
soundness and economic merits of such loans. Any 
intrusion of governmental machinery upon such a 
problem would involve the injection of politics 
into one of the most highly dangerous fields. It 
would subject our Government to accusations 
from abroad on the score of “economic imperial- 
ism” to a degree hitherto undreamed of. The only 
relationship of our Government to this particular 
phase of the problem is that exerted through the 
State Department, which, as a result of confer- 
ences between the bankers and President Hard- 
ing’s administration in 1921, has taken the stand 
that the Government cannot look with favor on 
three types of loans. 

1. Tliose for unproductive purposes, such as 


military expenditure or mere budget balancing. 
Advances of the latter type Mould be nothing but 
subsidies to mcfliciency and slack fiscal methods. 

2. Those to foreign raw-niatcrial monopolies 
which might exploit our consumers. Under this 
heading the administration has on various occa- 
sions c.xpresscd its disapproval of loans to the 
Franco-German potash canci and to the Brazilian 
coffee monopoly. The bankers have alleged that 
this position did not prevent the potash and coffee 
mterests sccurmg adequate funds in Europe in 
which it was reponed, indeed, that some Amer- 
ican participation was actually arranged. Tlius, 
they allege, the intentions of our Government 
were completely frustrated, and only ill xvill 
toward us was engendered in Brazil, Germany 
and France, Regardless of whether this was or 
was not the ease, or whether enterprises operated 
with such loans would encounter our anti-trust 
laws (as happened in the Sielckcn coffee ease 
shortly before the war), it has been clearly demon- 
strated during the debates in Congress, and in the 
discussions in trade circles and among large con- 
sumer groups, that any direct American financing 
of such oversea monopolies would immediately 
arouse the bitterest resentment here and would be 
cenam to stimulate legislation xvhich might be- 
come most regrettably extreme in its reactions 
upon ell of our oversea financing. 

3. The admmktration disapproves of loans to 
nations that have not yet funded their war debts 
to the United States. This has, however, been 
rather broadly interpreted in the case of France 
and Greece. 

In certain chronically anti-American circles 
abroad there has been a good deal of agitation and 
alarm as to the danger involved m the accumula- 
tion of overwhelming financial power in the hands 
of any one nation. This vast predominance of 
ours, it is felt, may be dangerous to the liighly 
sensitive economic organisms of the world. The 
hysteria of such criticisms may be brushed aside 
as more or less obvious propaganda. It emanates 
largely from what Roosevelt called the “lunatic 
fringe,” xvhich is universal and infinitely more 
voluble than the great mass of sober-minded citi- 
zenry. The specter of this “menace of the Amer- 
ican Moloch” disappears immediately when it is 
recalled that British investments before the xvar 
exceeded our present total by nearly 50 per cent, 
and yet there was no world-wide alarm over that 
situation. Even to-day British holdings in foreign 
countries exceed eighteen billion dollars, but one 
cannot discern any widespread denunciation of 
England as a “swollen, callous colossus of money- 
bags" or any of the other vituperauve epithets 
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now being hurled at the United States. Nor b any 
alarm expressed as to the impossibility of the 
svorld’s bemg able to meet the charges upon these 
British mscstments, nor was any embarrassment 
encountered m pre-war dap when the purchasing 
power of monc} was far greater than we find it 
now 

Instead of being a peril m any degree wdiatso- 
eser, the lendmg ability of our people has been 
and IS to-day one of the most potent factors m 
the restoration and adt ance of the post-war world 
As Mr. Hoover once said “By contributing to 
peace and economic stabDit)’, by the loan of our 
surplus savmgs abroad for ptoducave purposes, 
we can contribute to the elevation of the stand- 
ards of In mg m foreign countries and the demand 
for all goods." In 1910, with reference to the eco- 
nomic demoralization of Europe, he pointed out 
that "there is only one remedy and that is by 
sj’stemauc permanent msestment of our surplus 
m reproduens e works abroad ” . 

Nearly $170,000,000 of Amencan capital has 
been invested in Poland m the last ten years. These 
millions have gone mto public utihdes, which have 
not only profited Amencan construction com- 
pames and equipment orgamzanons very maten- 
ally, but have also made profound changes m the 
well-being of the Polish people. The contributions 
thus effected tow ard better living and higher con- 
sumer demand — through unprovements m street- 
car systems, municipal markets, gas plants, etc. — 
have all stimulated new purchasmg activities and 
created markets for literally scores of Amer- 
ican specialacs — monon-picturc films, household 
equipment, kitchen utensils, cheap automobiles — 
quite apart from the machineiy and other heavier 
installations directly mvolvcd m the operations 
of American construction concerns. 

The Germans have been, next to the Canadians, 
the largest borrowers m the Amencan market, 
havmg secured about $900,000,000 here smee the 
war Aluch of this mvestment has been m mdus- 
tries frankly in competition with our own, but, as 
in the case of Poland, large sums have also gone 
into public utilities, which have directly stimu- 
lated consumer demand inndent to better livmg 
conditions 

Our exports to Colombia and Venezuela aver- 
aged about twelve million dollars a vear just be- 
fore the war In 1917 the total was almost eighty- 
five milbons It is true that much of this sevenfold 
increase (one of the largest recorded m any of 
our oversea markets) was accounted for largely 
bv heavj shipments of oil-well machinerj*, piping 
and railway equipment But there were also most 
significant increases in our sales of numerous 


minor specialties — cheap phonographs, antiquated 
radio sets, films, bic)'cles, motorcycles, etc.— which 
were directly due to the general expansion of 
prosperity and purchasing power resulting from 
the mcreasuig vv ages paid by the large American 
oil companies and fruit plantanons 

Here is a further illustration of this relation be- 
tween loans and exports as apphed to one specific 
undertaking, which is a type of evidence rather 
difficult to obtam A large Amencan organiza- 
tion, which has some eighty million dollars in- 
vested m Its operations m a certain foreign coun- 
try', has been importing mto that country from the 
Umted States every year smee the war an average 
of $3,700,000 worth of machmery, material, equip- 
ment, etc. This docs not take mto account the 
food, clothmg and other articles imported for 
consumption by the concern’s employees, whose 
urchasM have, of course, been greatly stmiulated 
y steady advances m wages. Another similar con- 
cern m the same field has imported from the 
United States m the course of nme years nearly 
fourteen milhon dollars’ worth of merchandise. 

In southern Norway there is a factory m which 
$13,715,500 dollars of Amencan capital has been 
mvested and which is tummg out cheap femhzer 
for the world’s farmers 

A ^ical example of American mvestments m 
Canada, which have reacted powerfully upon our 
sales to our northern neighbor, is the ten million 
dollars put mto one enterpnse by our capitalists 
last year which has produced a whole new town 
and provided wages for hundreds of workers. 
This IS just one of the reasons why Canada has 
for the first time become our best foreign market, 
passing her mother counny m that respect, with 
a total purchase of our goods that exceeded $850,- 
000,000 m the fiscal year 1917-J8, or fifty milhon 
more than the United Kmgdom is taking 

Of course, it would be absurd to allege that we 
have been impelled solely by altruistic ideas m 
these deahngs The pnvate loans by American 
investors have been straight busmess transactions. 
Our people have put money mto enterprises 
abroad because of the especially mvitmg yields 
or the terms of these loans. . . 

An miportant phase of this whole question is 
the problem mvolved m our mcreasmg mvest- 
ments m branch factones m foreign countnes. 
Considerable apprehension has been expressed of 
late m mdustrial and labor circles as to the smistcr 
consequences of this development In some iso- 
lated instances this alarm 15 perhaps justifiable. If 
we turn to England’s experience, there can be no 
doubt that the establishment of textile mills m 
Brazil and jute fanones m Indu have done ma- 
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terial damage to Lancashire and Dundee. There is 
a question, however, as to whether this oversea 
industrialization could have been avoided. In each 
case upon analysis it is revealed that special cir- 
cumstances were responsible, high tariffs against 
finished goods m the case of Brazd, or the prox- 
imit}’’ of cheap labor and raw matenal m the case 
of India. Brimh capital in both of these instances, 
therefore, took the only available course of at-' 
tempting at least to control the oversea develop- 
ment rather than have it drift into competitive 
hands In this manner the producuon has in some 
cases been confined to lines or markets in which 
competition with British products would not be 
so embarrassing. 

In the case of our own mdustries, there have 
been numerous developments of this type. Our 
exports of shoes to seve^ Latin- American markets 
have been considerably reduced through the de- 
velopment of native factories, but these m many 
instances have been under American control, and 
in several cases the American exporters affected 
are now doing a larger business with those markets 
in findmgs, supplies, etc, then they were previ- 
ously in the finished product. This was also the 
experience with a well-known rubber company m 
Its trade in raincoats and alhed lines; the company 
IS now making greater sales m rubberized doth 
and other supplies for nauve industries in various 
South American countries than it enjoyed previ- 
ously in the finished garments There is an Ameri- 
can branch factory m Japan which recently se- 
cured a large order for South America. This raised 
the cry of “cheap Oriental labor compeung with 
American workmen” But on closer mvestigation 
It was evident that the American home plant could 
not have secured the order m any case as against 
European compeution, and the success of the 
branch in Japan, therefore, was mdirectly a dis- 
tmet gam, in that it meant more demands from 
the branch for American supplies and equipment, 
to say nothing of the profits accruing to the parent 
house. 

The mdustrialization of Chma has been causing 
some alarm in recent years because of abundant 
cheap labor It has been feared that this would 
curtail our fabricated exports to that market. This, 
however, has by no means been the case. Our sales 
there have risen from $35,000,000 in 1913 to Sioi,- 
000,000 in 1927 — and that in spite of all the turmoil 
and civil war durmg the past decade. Chmese tex- 
tile factories have made no appreciable headway 
against our Far Eiastem cloth trade For the most 
part their products are not in competition with 
ours but rather with lower grades produced by 
Japan and England. 


One of the paramount issues in connection with 
the growth of our oversea investments has been 
the development of a policy of control by our 
bankers or mdustriahsts to prevent unfavorable 
reactions on our o\ra welfare. Such controls arc 
known as “ear-marking" — namely, the stipulation 
that a part, perhaps all, of the proceeds of the loan 
shall be expended by the borrower m the lendmg 
country. This practice, though common in Europe, 
has made little headway here as yet. On one pomt, 
however, our manufacturers have insisted with 
some effect — namely, that when the proceeds of 
the loan are to be expended the specificanons of 
the bids involved must be non-discriminatory. We 
have a right at least to an “even break,” and our 
official agencies abroad have been especially vigi- 
lant to see that this is assured. 

Ear-marking definitely restricts the bu^nng free- 
dom of the borrower and therefore discourages 
his recourse to such markets where it is actually 
imposed. Indeed, it has been the experience of 
some European bankers that the practice develops 
a definite feeling of resentment on the part of the 
borrower, which finds expression at rimes m verj' 
embarrassing fashion. Compulsory trading of this 
or any other sort never makes for that mutual 
satisfaction for both parties which is indispensable 
in successful modem busmess. 

Our American mvestment bankers have been 
warned that unless they proceed warily in this 
field, with every precaution against the stimulation 
of undue foreign compenrion through such loans, 
they may destroy the American industries which, 
so to speak, are producing the very funds that are 
being used m the given loan or investment. Gov- 
ernmental control over such loans is obviously out 
of the question, as I have indicated above; the 
perils of such bureaucratic paternalism are too evi- 
dent to require discussion There are, however, 
other devices which are being suggested. In vari- 
ous European countries considerable use is being 
made of mterlocking directorates, that is, the same 
executives sit both on the investment bank board 
and on that of the given mdustrial enterprise, con- 
sequently, the bank will be careful not to finance 
a foreign enterprise compering with the nauve 
industry controlled by the bank’s officials. This 
was a conspicuous feature of Germany’s oversea 
acuvities just before the war, and there are oc- 
casional evidences of the pracuce in our own 
recent experience in one or two Soudi American 
countries. 

The anxiety of American labor over this stimu- 
lation of oversea mdustry through American loms 
is beginning to find 'expression through the in- 
creasing ownership of shares among employees in 
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large enterpnjcs with branches abroad, or with 
sucii prestige m financial circles as to command 
some respect among iniestmcnt bankers. 

Then there is the vital problem as to the pay- 
ment by foreigners to ns of the vast amounts of 
mterest due on these ever-mcrcasmg loans. This 
sum totaled $740,000,000 in 1917, and the query lias 
ansen as to whether we are hampering such pay- 
ments through our tariff policy in defense of our 
own mdustnes which compete with those whose 
products our foreign debtors wish to esport to us. 
Tins apprehension has been expressed for years, 
but It Ignores the fundamental fact that such mter- 
national obligations are by no means necessardy 
settled through the direct mterchanges of goods 
betucen debtor and creditor 

As I haie mdicated, the amount oiicd to us as 
mterest on our mvestments is more than balanced 
by one item alone — namely, our tourists’ bill 
abroad So when some blue-spectacled prognosti- 
cator asks with alarm, "How are the poor for- 
eigners ever gomg to pay such an enormous sum 
in annual interest to our Amencan bankers’” vie 
can truthfully reply that we arc paying tt for them 
when we take our pleasure jaunts or business trips 
abroad Every dollar spent by the 5004100 Amen- 
can travelen who swarm in foreign countnes each 
year, whether it be for opera tickets m Vienna or 
Cook's tours to Stratford, is a contribution tow'ard 
the adjustment of amounts owed to us bj for- 
eigners. 

This tourist Item played a ntal part in the recent 
discussions with France regarding the French war 
debt and her tariff policy on Amencan merchan- 
dise. ft was rev calcd that whereas the interchange 
of merchandise between the nvo countnes was 
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“unfavorable” to the French, smee we sold them 
about $1x5,0004x10 worth a year and bought from 
them less than $150,000,000 worth, nevertheless the 
largest single item on the Franco-Amencan bal- 
ance sheet was an invisible one very much m favor 
of France — namely, the $215,000,000 debt which 
we owed her for taking care of our tourists. 

The position of the Umted States as the greatest 
mvesting naoon m the world to-day is one of re- 
sponsibility no less than of opportumty It affords 
no basis for flamboyant jingoism or economic 
rantmgs. The great financial resources of our peo- 
ple are someuiing to be utilized carefully, dis- 
creetly, without ostentation or undue aggression 
— with a just regard for the general welfare and 
for our own proper mtercsts at home and in for; 
eign lands. There should be no shortage of capital 
for domestic purposes, and it may be said with 
confidence that no such shortage impends or is 
m sight. 

This vast fund of capital, which we are pourmg, 
mto the pool of the world’s business at the rate of 
four or five million dollars a day is an mvaluable 
contribution to prospenty m general And pros- 
perity anywhere is ‘‘all to the good ” It is some- 
thing that no one naoon can or should hope to 
monopolize. We do not gam from the presence 
of adversity or depression elsewhere. It is greatly 
to our mterest m cold dollars and cents to have 
business booming m all parts of the world, to find 
ourselves surrounded by contented, busy neigh- 
bors. That IS one of the surest guarantees of mter- 
nauonal order and goodwill PoliUca! disturbances 
spring from economic unrest, from depression and 
mtsery . . 


Foreign Reactions to the American Tariff Act 

BY LAWRENCE B. MANN 


NtaoDUenov 

Tiir TARirr act of 1930, popularly known as the 
Haw ley -Smoot tanff, became law on June 17, 
1930, after a year and a half of lengthy hearings, 
protracted discussion m both houses of Congress, 
and protests by governments, chambers of com- 
merce and agricultural assoaations of leading for- 
eign countries. Widely confliaing statements have 
been made concerning the comparanvc height of 
this tariff. Its cost to the American people, its ef- 
fects on rnipon and export trade, and the possi- 
bilities that It may result in retaliation on the part 
of foreign countries, 

Tlic world-vndc interest in a piece of Icgislauon 


which Its supporters assert is purely domestic is 
explained very largely by the outstandmg posmon 
of the United States m international trade and 
finance. The total v alue of commodities c.xchanged 
by the various nanons has in recent years averaged 
about 35 billion dollars annually, of which the 
United States has supplied exports valued at about 
5 billion dollars and uken imports valued at about 
4M billion dollars. In other words, the United 
States furnishes about 15 per cent of the world’s 
exports and takes more than 11 per cent of the 
total imports. It ranks first among the nations as 
an exporter of goods, and is second only to the 
United kmgdom as an import market. Further- 
more, the government and atizens of the United 
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States have made foreign loans of a public and 
private nature during the past decade and a half 
which aggregate well in excess of lo billion dollars. 
It is possible tliat a substantial increase in the 
Aniencan tariff will make more difficult the pay- 
ment of the interest and principal of these loans. 

The fact that only about 8 per cent of domestic 
production is exported and that imports form an 
even smaller proportion of consumption give the 
impression that foreign trade is of relatively small 
importance to the United States. Actually, how- 
ever, die foreign demand for that proportion of 
agricultural and mineral production which is ex- 
ported often determines the value of the entire 
output of the United States. This is particularly 
true in the case of cotton, wheat, and copper. 
Furthermore, exports have become of ever- 
increasing importance m the case of many types 
of finished manufactures, such as automobiles, 
moving pictures, electrical machinery, agricultural 
implements, and t)'pewriters. On the other hand, 
imports of crude materials are a vital necessity for 
many of the largest industries.' The United States 
is cnurely dependent on foreign countries for 
rubber, silk, tin, coffee, cocoa, and many textile 
fibres, and is compelled to import a substantial 
proporrion of the copper, petroleum, wood pulp, 
wool, sugar, furs, and hides and skins used by its 
industries 

Foreign trade is even more vital in the case of 
many foreign countries which do not have as large 
an area or as varied resources as the Umted States. 
It IS necessary for tliem to import, and the pur- 
chasing power for these imports must be partly 
provided by exports. On account of its large popu- 
lation and hign standard of livmg, the United 
States is the most important market for many types 
of commodities produced by these countries. It 
takes more than two-thirds of the exports of 
Mexico, Cuba, Colombia, and certam Central 
American countries, and from one-quarter to one- 
half of the imports of Brazil, British Malaya, Japan, 
Canada, Chile, Peru, and Venezuela. It is not sur- 
prising that a radical revision of the American 
tanff has caused grave concern m many foreign 
lands. 

During the discussion of the Hawley-Smoot 
tariff, protests were received from more than 30 
foreign nations in regard to changes in over a 00 
commodity classifications These protests were 
usually inaugurated by foreign commercial or 
agricultural organizations, but in a number of 
cases were also reinforced by an official note from 
the government of the foreign country concerned. 

The tariff act of 1930, m addition to encourag- 
ing upward t.iriff revisions in Canada, Cuba, 


Mexico, France, Italy, Spain, Australia and New 
Zealand and creatmg general irritation against the 
United States and American goods, has had a num- 
ber of mteresting by-products: 

( I ) It has resulted m several attempts to curtail 
imports of a number of important American 
products, such as automobiles, copper and mov- 
ing pictures. It is impossible to estimate at the 
present tmic how far this movement will go, but 
It seems more likely to be successful in the case of 
consumers’ goods, such as automobiles and mov- 
ing pictures, than in the case of producers’ goods, 
such as copper, cotton, and petroleum, which arc 
usually not idenufiable m their final form and arc 
consequently less susceptible to bpycott. 

(i) The American tariff has been mentioned in 
a number of statements advocating the movement 
for a general European customs umon as it is 
claimed that such a union would be jt> a better 
strategic position than mdividual countries in bar- 
gaining with the United States concermng rate 
concessions. 

(3) The 1930 tariff act has also been cited in 
the United Kingdom and various Briush Domin- 
ions and possessions as nn added reason for a 
tystem of British Empire preference. A United 
Empire party has been created in Great Britain; 
and Canada, Australia, New Zealand, Bermuda 
and other possessions have revised then: tariffs in 
such a way as to encourage trade until the United 
Kingdom and discourage trade with foreign na- 
tions. . . . 

This report will outline briefly some of the more 
important features of the new tariff act, die com- 
modities and countries r'.ost affected by changes 
in duties, and the specific reacdons of foreign 
countries to the passage of die act. 

Analxsis of the 1930 Tariff Act 

The United States has for many years had a 

f irotcctive tariff — that is, tariff rates arc fixed at 
evels sufficiendy high to protect American pro- 
ducers from the competition of lower-cost foreign 
producers. This is in contrast with systems of 
tariff for revenue only, which make no attempt to 
equalize foreign and domestic costs of production. 
Tne Umted States tariff has a single column of 
rates which applies to unports from all foreign 
countries except Cuba, whereas practically all 
foreign nations have at least two columns of rates, 
the lower of which applies to countries with which 
they have “most-favorcd-nation” ueadcs and the 
higher to all other countries. Certain nations alp 
have provisions in their tariff law for countcn'ail- 
ing dudes to be applied to imports from countries 
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which ha\c raised a particularly high tanfF barrier 
against their exports 

The tanfT act of 1930 encompassed a somewhat 
less sweeping rcsision of duties than did the tariff 
act of 19:2 This was not particularlv significant ' 
in view of the fact that it w as enacted by the same 
pohneal party as the previous act, that there had 
been no drastie change in price levels betw cen the 
passage of the two acts, and that the President, m 
his message of April 16, 1929 callmg a speaal ses- 
sion of Congress, had specifically recommended 
that the tension of schedules other than that deal- 
mg with agricultural products should be ‘limttcd ” 
Aeeording to a tabulauon by the Tariff Commis- 
sion, there were 3,121 dutiable items m the act of 
1930 as compared with 2,840 m the act of 1922 Of 
1,125 changes m rates, 890 were increases and 135 
were decreases Fifty items which had been on 
the free list became dutiable, while 75 items which 
had been dutiable were made free. 

Calculanons of the Tanff Commission mdicate 
that the as crage ad valorem rates under the new 
law, based on statistics for 1928, are 41 57 per cent 
on dutiable articles and id 01 per cent on free and 
dutiable articles combined These average rates 
are somewhat higher than under either of the two 
immediately preceding acts, about the same as 
under the Paync-Aldnch and Wilson acts, and 
lower than under the McKmley and Dmgley tar- 
iffs. Tlie significance of these comparisons is very 
quesnonabfe, however, as there have been radical 
changes in the nature of Amencan import trade 
during the past forty years, crude materials and 
semi-manufactured articles, most of which enter 
free of duty, haic increased greatly in relative im- 
portance, while imports of foodstuffs and finished 
manufactures show a correspondmg decline Fur- 
thermore, shifts of Items between the free and 
dutiable lists make comparisons of average rates 
under different tariff laws misleading 

The most drastic changes in rates under the 
act of 1930 were recorded m the agncultural 
schedule, which was raised to the highest average 
lei cl m the hmon of the United States But sub- 
stantial mcrcases were also shown in the aierage 
ad lalorcm rates in many manufactured articles in 
the folloinng schedules — wool and manufactures, 
sugar, chemicals, cotton manufactures, and earth- 
enware and glass. 

The admmistratnc features of the new tanff act 
arc m the mam similar to those of the preiious 
act. although the powers of the Tanff Commission 
in regard to rate adjustments (the fle.tible clause) 
have been considerabli broadened 

Under the flesibic clause of the an of 1911 the 
Tanff Commission in the course of seicn yean 


received 60} applications for investigations cover- 
ing 375 commodities, it instiratcd 83 investigations 
covering 91 commodities, and completed 47 m- 
vestiganons covering 56 commodities. Rates were 
changed by Presidential proclamaoon m the case 
of 38 commodities (33 increases and 5 decreases), 
while no action was taken m the case of 18 com- 
modines. As a rule, mvcstigations in the past re- 
quired about two years for completion, as it was 
necessary to hold hearings and conduct evtensive 
mquiries into both the domesne and foreign costs 
of production. 

Enxcis OF THE New American Tariff Policy 
Abroad 


In order to determme what justification there 
IS for foreign protests against the Umted States 
tariff It IS desirable to have some idea of the 
comparative height of the tariff walls which sur- 
round the leadmg countries Any entirely accurate 
comparison of the average height of different 
tanffs IS of course impossible, owmg to the differ- 
ences in the commodities imported, m the classifi- 
cations, and m the basis of rates. However, the 
Preparatory Committee for the World Economic 
Conference, m conjunction with the Secretariat of 
the League 0/ Nations, made a care/ul sndy o( 
this problem m 1916 For purposes of its study the 
Preparatory' Committee of the League defined the 
height of a tanff as “equal to uie average of 
the percentages which the duties imposed by any 
given country constitute of the values of the com- 
modities which go to compose the whole catena 
of goods normally entering into mtemational 
trade ” Such averages or indices were computed 
by four different methods for 20 different coun- 
cnes for the years ipiy and 1925 The results ob- 
tamed for 1925 by the most refined of these 
methods are mdicated below 


Country 

Spam 

United States 
Argentina 
Hungary .... 
Poland 

Jugoslavia . . 
Ctcchoslovakia , , 
Australia , 

Italy . , 
Canada 


Lvdex Country Index 

41 Gcnnany 15 

31 India 

22 Austria . ... 12 

22 France . . .. 12 

21 Sweden . , 12 

20 Switzerland . . 10 

19 Belgium 9 

18 Denmark 6 


16 Umted Kmgdom 
15 Netherlands 


^i-euiuuig 


■" ' inuiccs cne united states 

ta^ was higher in ,925 than that of any of the 
other countnes studied, except Spam, its relative 
pmition, moreover, was the same m the results 
obtamed under each of the other three methods 
used by the League of Nations. Russia and the 
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Baltic States also have very high tariff barriers, 
but these countries were not included m the 
League’s studies and consequently cannot be 
ranked on a comparable basis Smee 1925 there 
have been increases in the tariff schedules of a 
number of the countries studied, but these were in 
most cases less drastic than the recent advance m 
the American tariff. 

After making allowances for recent changes m 
rates, Spam contmues to have die highest tariff 
level of the countries included in the survey of the 
League of Nadons, while the Umted States ranks 
second in this respect. 

Format. Protests 

During the period of a year and a half that Gin- 
gress spent m revismg the tariff there was wide- 
spread agitation in foreign countries concerning 
the effects of the proposed legislation. In part, this 
agitation took the form of memoranda of foreign 
governments, transmitted through the Department 
of States, but there was also much unofficial pro- 
test voiced in foreign newspapers and periodicals, 
-likewise there were threats of retaliatory tariffs 
and the boycott of American goods by commer- 
cial and agricultural associauons m foreign coun- 
tries. 

Altogether, official notes of protest were re- 
ceived from more than 30 foreign governments 
and covermg over 200 commodity classifications. 
These communications varied from mere notes of 
transmittal to solemn warnings of reprisal on the 
part of the government or people concerned. 

The longest commumcations m regard to com- 
modities affected by proposed changes in the tariff 
were received from the British Empire, and the 
dudes protested affected the cotton and woolen 
textiles of England, the cashew nuts of India, the 
onions, celery, kale, beets, parsley and other vege- 
tables of Bermuda, the sponges of the Bahamas, the 
wool, hides and skins, sausage casmp, and pearl 
shells of Australia, and commodities raised in 
many other separate possessions. 

Almost all of die other commercial nations pro- 
tested duties which would affect their more im- 
portant industries In most of the memoranda an 
attempt was made to pomr out that the new duty 
was excessive m view of statistics of produenon 
costs in the protesnng countries and the relative 
unimportance of the competiaon to Umted States 
industnes. In a few cases it was pointed out that 
the industry protected was pracncally non- 
existent m the United States and that, conse- 
quendy, the tariff would impose an unnecessary 
burden on American consumers. There was htde, 
if any, attempt to prove that the proposed duties 


would result in discrimination against the pro- 
testing countries. 

It IS questionable whether these formal protests 
of foreign governments had any appreciable effect 
on many of the rates specifically named. However 
It IS possible that the large number of these pro-' 
tests had some effect on the attitude of Amcncan 
financial interests and export mdusmes toward 
the biU and tended to restrict the average increase 
in rates. 

Two of the most severe foreign protests against 
proposed changes m the tariff schedules were made 
by the French lace-workers and the Swiss watch- 
makers. A sharp advance m lace dudes was in- 
corporated in the proposed tariff bill early in 
1929 and this resulted m a parade of protest by 
20,000 lace-workers at Calais and durect appeals 
by them to the American Ambassador. As a re- 
sult. the schedule was reconsidered and the rates 
restored to their former level of 90 per cenn 

in the case of the watches and watch move- 
ments changes were incorporated in the proposed 
tariff which would have increased duties between 
400 and 500 per cent These proposals led to the 
drawmg up of resoludons of protest at a mass 
meeting of 15,000 clock and watch-workers at 
Bienne, while smaller meetmgs of popular protest 
were held m other Swiss towns. In this case also 
the result was a downward revision in the pro- 
posed rates 

Numerous less dramatic protests have been made 
against various rates in the new tariff by foreign 
chambers of commerce, manufacturers’ ' associa- 
tions, and agricultural associations. These have in 
many cases been accompamed by threats of re- 
prisal in the form of cancellation of most-favored- 
nation treaties, retaliatory tariffs, and boycotts of 
American goods . . . 

Foreign Retaliation 

The extent of actual retaliation which will re- 
sult from the increase of American tariff rates 
rescribed by the act of 1930 is difficult to gauge, 
ecause most foreign governments deny that any 
action which they may take is intended as a re- 
prisal, because there jnzy be a number of motives 
mvolved in changes of foreign tariff rates, and be- 
cause some of the most effective retaliation may 
result from intangible factors, such as increased 
sales resistance to American goods on the part of 
foreign consumers Nevertheless, the new tariff 
has resulted already in several very obvious acts 
of retahation as well as much irritation and anti- 
American feelmg in many foreign countries. 

Canada, Cuba, Spam, Australia, and New Zea- 
land have already made sweeping tariff revisions 
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in 1930 which are of such a nature as to discourage 
imports from the United States, and Argentina 
and Mexico arc considering substantial rate re- 
visions. Furthermore, France, Italy and Mexico 
each haic increased sharply their duties on one of 
their leadmg imports from the United States and 
there have been a number of minor rate revisions 
in other countries which seem to have been m- 
spired by irritaaon against or emulation of the 
United States tariff 

CSSADA 

The mutual unportance of fnendly trade re- 
lations between the United States and Canada is 
radicated by the fact that in recent jears Canada 
has been the leading foreign market for Urated 
States merchandise, and, comersely, the Umted 
States has been the most important market for 
Canadian goods In 1919 American exports to Can- 
ada totaled about ig;ofioofioo, while American 
imports from that countiy exceeded $300,000^)00 

American imports from Caiuda consist largely 
of raw materials and semi-manufactured articles, 
whfle leadme American exports are finished manu- 
factures and fuel. Wheat appears both as an ex- 
port and an miport, but most of this gram is 
eventually shipped to Europe. 

Agriculture is the prmcipal mdustry of Canada 
and the drastic upward revision m rates on farm 
products in the new Umted States tanff has raised 
a storm of protest and ill-feelrag Although cattle 
IS the only large item m the trade which is affected 
by the new rates, there are a multitude of ad- 
vances on smaller items, such as halibut and pota- 
toes from the Maritime Provinces, dairy products 
from Quebec, maple sugar and gram from the 
praine prov races, and logs from British Columbia, 
the increased duties on which have caused ann- 
Amcrican fcclmg in all parts of the Domimon. 

The Canadian Alimstcr of Fraance in a budget 
speech on Mav i announced the most drastic re- 
vision of the Canadian tanff which has occurred 
since 1907 

This revision, which was enacted into law by 
the Canadian Parliament on May aS, provided for 
decreases on 170 items and mcreases on 1 1 items 
under the Cntish preferential tariff, decreases on 
98 Items and increases on 35 items under the inter- 
mediate tariff, which applies to countnes.having 
most-favmrcd-nation treaties wnth Canada, and de- 
creases on 81 uems and increases on 87 items un- 
der the general tariff, w hich apphes to the United 
States and other countries having no commercial 
treaties with Canada The most outstandmg fea- 
ture of this new tanff schedule was the intr^uc- 
non of countervailing duties on potatoes, soups. 
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live stock, fresh meats, cured and pickled meats, 
butter, eggs, wheat, flour, oats, oatmeal, rye, cut 
flowers and cast-iron pipes. The effect of these 
countervailing duties is automatically to increase 
the Canadian duty to the rate any country of 
ongm imposes on unports from Canada, prowdrag 
that rate is higher than the Canadian rate. Premier 
King of Canada stated on June 16 that these 
countervailing dunes were imposed in order to 
show the Umted States that Canada desires to trade 
on evjual terms, and that the purpose of the general 
revision of ‘rates by Canada was to divert to the 
Urated Kingdom purchases of many types of 
goods previously bought m the Urated States. 

As a result of the provision for countervailing 
dunes, rates on a large number of agncultural 
commodines imported into Canada from the 
United States were raised on June 18, when the 
new United States tariff became effeenve. Potatoes, 
for example, had previously been free and novV 
took a duty of 75 cents per hundredweight. 

Tariff pobcies were much discussed during the 
elecnon campaign in Canada m July 1930 This 
resulted m a decisive vuaory for the Conserva- 
tives, who opposed countervadmg dunes, but ad- 
vocated higher tariff barriers against all other 
countnes, mcludmg Great Bntara and the other 
Dominions The Conservatives obtamed 138 seats 
m the House of Commons and have a ma|ority 
of 33 over all other parties combmed 

It IS generally annrapated that the Conservanve 
party will make a further upward revision of the 
tariff, but there is some dispute as to whether the 
revision will aim to exclude all imports or will 
foster trade with other parts of the Bnnsh Empu^ 
at the expense of foreign countries. , . , 

Arge’Ctina 

Argentma has long been the leading customer 
of the Umted States m South America, although 
much less unpottant than Brazil as a source of 
Amencan unports During 1929 exports to Argen- 
tina totaled Sa 10,300,000, while imports aggregated 
$i i7,6ooAioa 

Pracncally all of the leading imports from Ar- 
gentma are either agncultural or ammal products, 
consequently the rare advances intended to aid 
the Amencan farmer adversely affected much of 
this trade. Duties were raised on two-thirds of the 
items shown in the table and the proportion of 
the total trade affected W'as even greater 

The large increases m dunes on flaxseed, corn, 
and casein, three of the most important commodi- 
nes m the trade, have particularly aroused the 
Argentine farmers. The rate on flaxseed was espe- 
cially imtatmg, as it w as fixed at a much higher 
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level than the Tariff Commission had indicated to embrace various duties affecting leading ini- 
vvas necessary to place the American product on fiortcrs from the United States. Already regula- 
a competitive basis. I'hc increased duty on corn tions concerning imports of apples from the 
was also considered entirely unnecessary, as practi- United States have been stiffened by the refusal to 
cally no corn was imported into the United Stales accept certificates of American state authorities m 
under the previous rate As a result, the Union of regard to their quality. 

Agrarian Producers sent President Irigoyen a long Distinct efforts have been made by various 
note, pointmg out that the duty on casein is more groups in Argentina to boycott United States 
than the local price and that the duties on flaxseed goods. In this connection tlie Anglo-Argentine 
and corn arc nearly half the Argentine price; it trade agreement of September 1919 is of spceial 
urged that a new interpretation be given to the interest. This reciprocal agreement resulted from 
most-favored-nation clause of commercial treaties the visit to Argentina of an economic mission 
so that tariff concessions would be c.xtendcd only headed by Lord D’Abernon, and possibly repre- 
to nations which grant similar advantages to Ar- sents an effort to divert trade from the United 
gentina. ‘ States. It provides that Argentina sltall purchase 

The Argentine customs law empowers the Presi- from Great Britain materials to the value of too,- 
dent to increase existing duties upon products 000,000 pesos to be used in modernizing and c.\- 
from countries which do not grant most-favored- tending the state railroads, while Great Britain is 
nation treatment to or which discriminate against to purchase from Argentina commodities of an 
Argentine products; it also empowers him to grant equivalent value, principally grain, meat, and 
reductions of duties upon articlc.s which offer wool. The Argentine Rural Society m June sent 
equivalent advantages to Argentine exports. a circular to all members, outlining tlic damage 

The Argentine Minister of Finance on May 5 done to Argentine interests by the new American 
appointed a committee of customs appraisers to tariff and urging that they refrain from purchas- 
draw up a new tariff, which is generally expected ing American products of any description. , . , 

TWO FAILURES IN FOREIGN POLICY 

Tuouoii THE Senate had refused to put the joint intervention of the Powers at the turn 
United States into the League of Nations and of the ccntuiy, the Chinese Empire went 
repeatedly rejected efforts to bring Ameiica through another uneasy decade. It was then rc- 
into the World Court, the United States did placed by Sun Yat Sen’s republic, which stood 
not abandon tlic cause of xvorld peace during confronted with the problem of reducing local 
the nineteen twenties. Instead of making itself feudal chiefs and of protecting China from 
party to the covenant of a general organiza- die encroachments of foreign powers, particu- 
tion, with commitments that might be con- Inrly Japan. As a reward for joining the Allies 
strued as “entangling alliances," America un- in World War I, Japan claimed the former 
dertook to deal with specific questions. At Gciman concassions of “Shantung and Kiao- 
Icast three times during the decade, the United cliow and a whole array of special privileges 
States paiticipatcd in conferences assembled to in China. Chinese protests, and tlic Western 
meet the dangers latent in compctidvc naval Powers’ reluctance to see Japan become tlic 
building and the Pacific problems so closely major' factor m Chinese economic life, finally 
connected with it. That Pacific problem had forced Japan to drop her Twenty-One De- 
two aspects: the rise of Japan ns a possible rival niands, though dominance in China continued 
of the Pacific colonial powers, and the effort an implicit part of Japanese policy until the 
of China to establish a free national life despite overt net of the invasion of Manchuria in 1931. 
the pressure of disorganization within and ag- It was the spectacle of competitive amia- 
gression without. ments in a world at pence rather than Pacific 

Under the Imperial facade, the Chinese Em- questions alone that led to the calling of the 
pirc had been ciumbling since the Taiping Washington Conference of 1921-1922; but 
Rebellion. After the Go.xer uprising and the Pacific problems remnined one of the major 
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topics on Its Agenda. In the fall of 19^11 rep- 
resentatites of the United States, Great Britain, 
France, Ital^ , Japan, and China — and of the 
Netherlands, Belgium, and Portugal, because 
of then" Pacific possessions — met to discuss dis- 
armament and the preservation of peace. Since 
France insisted that land armaments be ex- 
cluded from discussion, the conference con- 
centrated on navies and Pacific issues The 
United States proposed a naval hobday for 
capital ship construction, the scrapping of cer- 
tain quantities of naval tonnage, and the estab- 
lishment of a fbted ratio for naval building in 
the future Secretarj’ of State Hughes went 
further, suggesting a reduction of submanne 
and cruiser tonnage, but this met with no favor 
among the other powers The conference did 
succeed m drafting a Five Pow er treaty fixing 
the raao of capital ship strength at 5 5 3 for 
Great Britain, the United States, and Japan, 
and 1.67 I 67 for France and Italy 
On Paafic quesuons, the confetence divided 
the former German possessions among Japan, 
Great Britain, Austraha, and New Zealand, se- 
cured a Sino-Japancse treaty returning Shan- 
tung to Chinese |unsdiction, and allocated the 
German cables to the vnetors. More imjwrtant, 
so far as China was concerned, were the Nine 
Power and the Four Power treaties. In the first, 
all the members of the conference pledged 
themselves to respect the temtonal integrity 
of China and to maintain the Open Door not 
only for commerce but also for industry and 
capital investment. By the second, the Umted 
States, Great Bntain, Japan, and France 
pledged themselves to respect each other’s 
rights in their respective Pacific possessions 
and to submit points of difference beyond or- 
dinar)’ diplomatic adjustment to joint confer- 
ence of the parties to the Four Power pact. 
This, incidentally, not only abrogated the 
Anglo-Japancsc alliance in fact, if not in name, 
but also committed the United States to com- 
pulsory* conciliation in Pacific disputes 
To ^ amato Ichihashi, secretary to a leading 
member of the Japanese delegation to the dis- 
armament conference, the results seemed to 


promise future peace. Ichihashi, in a review of 
the conference’s work written as late as 1929, 
expressed the belief that ev en the problem of 
China might be solved without conflict among 
the major powers Three years later, Japanese 
aggression had been renewed 
So far as naval armaments were concerned, 
hopes for reduction proved unw arranted if 
capital ship construeflon wtis hmited, the 
building of smaller units proceeded unchecked 
despite conferences at Rome m 1924 and at 
Geneva in 1927 Late in 1929, Great Bntain 
invited the nations that had signed the Five 
Power Naval Treaty to meet at London for 
another discussion of naval armaments limita- 
tion At London, the Mediterranean rather 
than the Pacific was the focus of trouble, the 
source of which lay in the clash of ambitions 
betw'ecn France and Fascist Italy At the outset 
the conference came close to failure when the 
French refused to admit luly’s claim for equal- 
ity of tonnage in the lighter categones The 
diplomacy of Dwight VV Morrow succeeded 
m preventing an actual break-up, and, again, 
the United States took the lead in attempting 
to rebeve the naaons of the burdens of com- 
petitive naval budding The treaty which it 
drafted provided for panty between Great 
Bntain and the United States, the continuation 
of the capital-ship holiday untd 1936, and new 
specific ratios for auxiliaiy vessels By 1936, 
when the capital-ship hobday vvas ended, new 
construction by nonsigners Germany and Italy 
afforded the signatories the opportunity to in- 
augurate a fresh buildmg race Japan, also, had 
probably been going ahead secretly In any 
case her fortification of the mandated Pacific 
isbnds, her attack on Chma in 1937, and the 
rearming of Germany on the European Con- 
tinent alarmed Amenca The United States be- 
gan to modemire and strengthen her navy 
And thus failed the foreign policy of the nine- 
teen twenaes which assumed that world peace 
w-as possible by negotiation and vnthout the 
acceptance of responsibility 
The selection here rcpnnted is from Ichi- 
hashi’s The Wasbmgton Conference and After 
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(Stanford, Calif., 1928), and is published by 
permission of the Stanford University Press. 

The limitation of naval armaments might 
spare the ta.\payer the cost of competiuve 
naval building, but, in itself, it was no guar- 
antee against war. So long as war seemed a 
natural recourse to nations, some of them 
would be bound to turn to it to settle disputes. 
In 1926, Premier Briand of France had re- 
marked that keeping the peace was a matter of 
psychology rather than the devising of interna- 
tional organizations: war had its roots in the 
fact that nations considered it a legitimate 
means of advancing them interests. Briand’s 
comment caught the imagination of news- 
papermen, first, and then of many political 
figures. Among these was Frank B. Kellogg 
(1856-1937), the American Secretary of 
State in the Coolidge administration. Briand 
had originally proposed that the United States 
and France enter into a bilateral pact to re- 


nounce war as an instrument of national policy 
Kellogg was interested, but m December, 1927, 
he went further and suggested that such a 
treaty be made multilateral. Kellogg pushed 
the matter energetically, the Pact of Paris was 
drawn up in 1928, and before long fourteen 
countries, including all the Powers except Rus- 
sia, had signed it. On January 15, 1929, the 
United States Senate ratified the pact and on 
July 29, it was proclaimed to be in force. 

On November 11, 1928, Kellogg made the 
pubhc address reprinted here. America was 
surrendering no part of its sovereignty, join- 
ing no world organization to assure interna- 
tional peace, it was depending upon the moral 
force present in all people to guarantee comity 
among nations and security against aggression. 
A brief decade later, W orld War II had begun. 
Again, American foreign policy had failed. 

Kellogg’s address is repnnted from a pam- 
phlet issued by the U.S. Government Printing 
Office (Washington, 1928). 


The Washington Conference and After 

BY YAMATO ICHIHASHI 


Chapter XXII-The Pactfic Conference and 
After — Conclusions 

The survey in the preceding pages makes it clear 
now, it IS hoped, that the Far Eastern and Pacific 
Conference concerned itself pnmarily with the 
problems of Chma, involving international in- 
terests and therefore calling for their solution by 
international agreements 1 We have traced the 
causes internal and external which brought these 
problems into existence; we have sketched briefly 
the history of Chinese foreign relations, which is 
divided by Dr. Morse into three periods. He calls 
the first period, embracing the years between 
1834 and 1858, the “Period of Conflict”; the sec- 
ond, between 1858 and 1895, the “Period of Sub- 
mission”, and the last, between 1895 and 1911, the 
“Period of Subjecoon” The writer added that 
the years following the downfall of the Manchu 
Dynasty constituted a connnuadon of the last 
period. We saw in the beginning of this third 
period the rise of a new power, Japan became a 
factor to be reckoned with in Far Eastern interna- 
tional affairs. This fact tended to complicate the al- 


ready complicated mter-relations of the Western 
nations interested in China. These circumstances 
produced a situation in which international rival- 
ries, jealousies, distrust, and antagonism ran ram- 
pant. These dangerous tendencies were rendered 
more so by Chmese officials, many of whom were 
willing to sacrifice their national interests for their 
personal profit. What happened during the Sino- 
Japanese war of 1894-95 immediately after 
will elucidate this fact for anyone who is not very 
familiar with the history of Chmese diplomacy. 
China tried to win the war by involving tiie West- 
ern nations mterested in her. A triple intervention 
resulted, which forced Japan to retrocede some of 
the fruits secured by the Bakan Treaty. But China 
did not escape paying the price of this diplomatic 
victory over the Japanese, in fact, she was sub- 
jected to aggression upon aggression by the West- 
ern powers, and even her very existence was 
threatened. These Western aggrandizements are 
in no way to be justified, but for them the Chinese 
officials must be held, m part, responsible. 

Japan watched these developments with a keen 
interest, and she soon decided to imitate the con- 
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daa of Western potvcrs m her relauons svith 
China. She )omed the mtcmational e-spcdition 
aramst the Botcrs, she formed an alliance with 
Great Bntam, she fought and defeated Russia, she 
was nosv a full-fledged Great Power But the West 
began to apprehend this aggressne Asiatic nation, 
and, when she proved herself so successful in her 
economic enterprises in South Manchuria, Europe 
and America became hostile to her Japan was 
severely criticized by her W^cm colleagues for 
doing what they were doing, she was vehemently 
charged with violating the sacred open-door prin- 
ciple In short, she was made the scape-goat for 
all the ills of the Sick Man of the Far East. Her 
blunder in 1915 proved conclusively to the West 
that she was the devil mcamate. 

Be that as it may, when the Washm^on Con- 
ference was convoked “there existed with regard 
to the Far East causes of misnnderstandmgs and 
sources of controversv' which constituted a serious 
potennal danger” These difficulties centered 
about Chma At the conference the interested 
powers faced China’s problems sympathetically 
with a view to helpmg her, but the delegates were 
forced to realize that their Chmese collearaes 
often became too eloquent over them “Bdl of 
Rights." The foreign delegations preferred to see 
Cluna seekmg and not demanding, nevertheless, 
they granted many and unparalleTcd concessions 
to her The most important of these concessions 
related to the tariff The treaty signed at Wash- 
ington by the mne powers became operative two 
months later without ratification It provided for 
revision of the tariff into an effective 5 per cent, 
w hich w ould enable China to secure an extra rev c- 
nue of $17x100,000 Sliver on the basis of the iqao 
customs revenue. It also provided for a sunax of 
2*4 per cent ad valorem, which would enable her 
to collect about $27,000x100 silver extra. Further- 
more, It provided for a speaal surtax on luxuries 
at 5 per cent ad valorem, which would enable her 
to gam $2X100,000 more, or a total additional reve- 
nue of about $46,000,000 sdver, on this basis, the 
new tanff would yield about $110,000x100 silver, 
or an increase bv 70 per cent The treay further 
provided for future revisions of the tanff in order 
that China miglit en|ov’ the fruit of effeaive rates. 
According to a stipulation of the treat)', the Re- 
vision Commission met at Shanghai in March 1922 
and put the revised tanff in force on January 17, 
192) The proposed conferenee on Iikin and sur- 
tax, however, was delated b) France because of 
her Boxer mdemnit)' controversy with China. 
UTien this difficult) was settled, she and Itjy 
ratified the treat)' on Apnl 2, 1925, and the con- 
ference was summoned on Oaober 26, but it failed 
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because of the Chmese attitude. Despite this fact, 
the vanous factions m Qiina levied and collected 
the surtax, causing some diplomatic comphcatiotis, 
Nevertlieless, the powers affected by these high- 
handed acts seem to have taken rather a tolerant 
attitude, and it is hoped that a proper solution 
can be found when a stable government is estab- 
lished m that chaotic country 

Equally important was the open-door treaty 
B) It the famous open-door pnnciple w'as re- 
defined and given a legal sanction. It guaranteed 
the maintenance of the prmciplt in future inter- 
national dealings m Chma because under it the 
signatoiy' powers pledm themselves to abide by 
that principle. It further provided against the 
future creation of spheres of influence It also pro- 
vided against the violation of China’s rights as a 
neutral nation But Chma was made responsible to 
abide by the open-door principle also, she was not 
to make unfair discrimmation as regards her rail- 
road charges Finally, the treaty created an mter- 
national board "with special reference to their 
[signatory powers’J general policy, designed to 
standize conditions m the Far East, to safeguard 
the rights and interests of China, and to promote 
intercourse between Chma and other Powers upon 
the basts of equality of opportumt)' ” These stipu- 
lations constitute a contribution toward emanci- 
pation of China from further foreign encroach- 
ments, the treaty undoubtedly marks a great 
progressive step toward improvmg Far Eastern 
diplomac)' 

The question of Shantung and the Twenty-one 
Demands involved Japan and Chma alone, but 
were not without interest to the conference. The 
Shantung issue was settled by a treaty signed at 
Washmgton, though not as a part of the confer- 
ence. Under it Japan restored all the rights and 
privileges formerly held by the German Gov- 
ernment and later transferred to Japan by the 
Treaty of Versailles. On the other hand, China 
acknowledged the vaUdity of the Smo-Japanese 
treat)' of 1915, the Sino-Japanese agreement of 
1918, and the Treat)' of Versailles, In other words, 
the technicality with w'hich China had been fight- 
ing Japan since the Peace Conference at Paris was 
thrown mto the junkT'Ie once for all by the 
Washmmon Treaty On the Tvv'ent)'-<me De- 
mands Japan offered several modificanons, but 
Chma w'anted a complete renouncement The con- 
ference, the majority of whose participants w'ere 
signatories of the Treat)' of Versaillcx, could not 
do more than accept the offers of Japan China 
was defeated once more as she had been m Pans. 
But when the ongmal Russian lease of the Liaotung 
Penmsula expired m 1923, the Chmese Govern- 
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mcnt undertook to notify Japan of tliat fact, but 
tlie latter paid no attention to it. Japan is likely to 
remain in tliac region for many years to come. 

Aside from these treaties, several resolutions 
were adopted by the conference whereby the 
jiowcrs pledged themselves to discontinue to ex- 
ercise rights and privileges whicli tliey had as- 
sumed to enjoy. The United States, Great Britain, 
France, and Japan maintained their post offices in 
China, but these were completely witlidrawn by 
January i, 1923. The powers agreed to withdraw 
tlieir armed forces stationed in China “without the 
authority of any treaty or agreement whenever 
China shall assure the protection of the lives and 
property of foreigners in Cliina." Accordingly 
Japan withdrew her troops of this category from 
China. Tlie powers acceded to China her request 
that the use of their radio stations authorized in 
China would be confined to official messages, while 
their unauthorized ones would be transferred to 
her. They pledged themselves to make public their 
treaties, conventions, exchange of notes, or other 
international instruments, made in the past con- 
cerning China. They further agreed to notify each 
other of their future treaties, conventions, and so 
fortli, with China. In tliis connection, it sliould be 
mentioned that China demanded that “the Powers 
agree not to conclude between themselves any 
treaty or agreement directly affecting China or the 
general peace in the Pacific and the Far East with- 
out previously notifying China and giving her an 
opportunity to participate." The British delegate 
reminded the Chinc.se that their demand “went a 
good deal beyond any existing practice of inter- 
national law.” The Japanese delegate recalled that 
“the sovereign nations had the right of concluding 
any treaty or agreement between themselves." But 
a resolution was adopted whereby the powers 
would refrain from concluding treaties tliat would 
infringe the open-door principle. 

Tlic settlement of the Chinese Eastern Railway 
was left to diplomatic channels; meanwhile the 
powers reserved "the right to insist hereafter upon 
the responsibilities of China for performance or 
non-performance of the obligations toward the 
foreign stockholders, bondholders, and creditors 
of the Chinese Eastern Railway.” For the future 
of China's railways, tlie powers expressed their 
hope for the ultimate "unification of railways into 
a railway system under Chinese control with 
foreign financial and technical co-operation,” 
Such were the altruistic contributions of the con- 
ference toward helping China, but the conference 
reminded China of her own responsibilities. For 
instance, it gave China concrete advice that she 
should reduce her army because it had been caus- 


ing severe drain upon her notoriously bankrupt 
trcasurJ^ Tins advice was given when the pov\ ers 
agreed to raise China’s tariff, and was later put in 
tlie form of a resolution, but tins was not to be 
interpreted as an interference with Chinese do- 
mestic affairs. 

Of course, Cliina demanded that tlie powers re- 
linquish their extraterritorial rights in China "at 
the end of a definite period.” In response, the con- 
ference created an international commission to 
look into the actual state of affairs, to advise the 
powers what they might do with regard to their 
extraterritorial rights. Obviously one could not 
draw an optimistic conclusion as to their abroga- 
tion; the actual conditions in China did not war- 
rant such a conclusion. At any rate, China was 
obliged to ask the powers to postpone die pro- 
posed investigation into the actual state of admin- 
istration of justice. The Commission was finally 
convened on January 12, 1926; it continued us ses- 
sion until May 5, when the Commissioners started 
a tour of inspection through several provinces. 
Its report was far from encouraging; it recom- 
mended certain modifications to minimize diffi- 
culties arising from the system of extraterritori- 
ality; it advised the Chinese Government to effect 
certain reforms in its laws and legal institutions, 
and it did not favor the relinquishment of the 
system. 

Finally, the Chinese demanded that the leased 
areas and spheres of influence in their country be 
abrogated, and that arms and ammunition be not 
imported into their territory. The conference was 
unable to agree on any of these demands. Tims, 
aside from the leasehold of Kiaochow, all the 
leased areas remain intact. The powers agreed not 
to create new spheres of influence, but the existing 
ones remain untouched. Italy prevented any agree- 
ment on arms embargo. So much then for what the 
conference succeeded or failed to achieve on be- 
half of China. 

The Siberian question loomed large at Wash- 
ington, but its main issue w.as whether Japan 
would withdraw her troops from Siberia. The 
Japanese delegate declared that Japan would with- 
draw ns soon as she could, and this pledge tlie 
Japanese Government fulfilled. Likewise the ques- 
tion of Yap was settled by a treaty between the 
United States and Japan. 

We have traced the circumstances leading up 
to the summoning of the Washington Conference, 
wc have examined the matters discussed by the 
gathering; and we have analyzed the achievements 
made by the participating nations. Wc arc now 
ready for a critical estimate of this international 
conference, and will begin by presenung the offi- 
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cal estimates of its accomplishments. President 
Hnrdmg m closing the gathenng said, among other 
things 

“This Conference has wrought a truly great 
achiescmcnt. It is hazardous sometimes to speak 
in supcrlames, and I will be restramed But 1 will 
say, with every confidence, that the faith phghted 
here todaj , kept m national honor, will mark the 
bcginnmg’ of a new and better epoch m human 
progress." 

Similar sentiments were expressed by the various 
representatives of the other participating nanons. 
Later the American delegation made its report to 
the President m which we find the foUowmg 
estimate 

“The sum total of the acuon taken by the Con- 
ference regarding Chma, together with the re- 
turn of Shantung by direct agreement between 
China and Japan, the withdrawal of the most un- 
satisfactory of the so-called ‘Twenty-One De- 
mands,’ and the explicit declaraaon of Japan re- 
garding the closely connected terntorv of Eastern 
Sibena, justify the relation of confidence and good 
will expressed m the Four-Power Treaty and upon 
which the reduction of armament provided in the 
Naval Treatv may be contemplated with a sense 
of security ” 

Nearly eight years have elapsed smee the mem- 
orable November la, 1921, and we have an oppor- 
tunity to evaluate the conference in a better per- 
spective, especially m view of the crowded events 
which have followed its close. On the Washington 
arms treanes we have already presented our view 
that, m spite of the general lamentation of naval 
experts of the various signatory powers, these 
agreements have already contributed toward a 
betterment of the world On the post-conference 
armament development, and, in particular, the 
failure of the three-power naval conference at 
Geneva, we have stated that our position is one 
of optimism The nations are being educated as to 
the fallacy of upholdmg their dignit)’ by arming 
themselves to the teeth 

But in C 3 ima chaos has continued to prevail, and 
the powers have been forced to face difficulties 
just as before the conference Patient, watchful 
vyaituig seems to be the onl) way out of the situa- 
tion. It has been perhaps fortunate for China that 
the powers have no longer approached her with a 
united front as m the past, she has had and has an 


opportumty to deal with each nation separately 
If she proceeds panently and wisely, there is no 
reason why she should not be able to free herself 
from the disabihtics imposed on her by foreira 
powers, but, in order to do so successfully, she 
must develop and mamtain a unified, stable gov- 
ernment- Opinion IS divided on the recently estab- 
lished Nationalist Government, it may hold its 
own or It may collapse, nobody can prophesy its 
outcome one way or the other Nevertheless, this 
Government secured the recogmoon of the Ameri- 
can Government and a number of others, and if 
Chma succeeds m this respect with all the other 
nanons vitally interested in her, we may justly 
hope for the better Yet optimism is not warranted, 
and pessunism seems prejudicial to Chmese m- 
tereststit IS for China to prove her case. 

Aside from the very gloomy state of affairs m 
Chma, the general situation m Pacific international 
affairs shows a considerable improvement. Con- 
sider Japan’s relations with Amenca, the Bnash 
Empire, France, and Russia The only sore spot 
still left unhealed m fnendly relanons between 
America and Japan is the discrimmatory exclusion 
of Japanese from the United States. The deep re- 
sentment of the Japanese against this treatment is 
not fully appreciated m this country, it is a ques- 
tion which has to be tackled sooner or later The 
British and the Japanese have been gemng along 
with no deterioration in their mtcmaaonal rela- 
tionship despite the tcrmmauon of the Anglo- 
Japancse Alliance, Australia, once very suspiaous 
of Japan, is now friendly Likewise Japan en- 
jojts amicable relationships with France and Rus- 
sia. Of late much has been said on Anglo-American 
antagonism, and on European hostility igainst 
Amenca, but when their relationships are sur- 
veyed from the Pacific standpomt, there is no sub- 
stantial ground for any real danger Perhaps the 
recent Paa of Pans will facilitate m the mamtam- 
ing of general peace in the Pacific region The 
Washington Conference ushered m an era of 
peace, it is for the nations to continue it. The peo- 
ples of all the nanons bnrdermg the Pacific arc 
anxious to maintain peace, as is clearly attested by 
their organized mtemanonal efforts to learn to co- 
operate m solving them problems, the most con- 
spicuous example bemg the Institute of Pacific 
Relanons. 
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The Settlement of International Controversies 
by Pacific Means 

BY FRANK B. KELLOGG 


In this peihod of great progress in cordial under- 
standing between nations, I am pleased to accept 
your invitation to discuss the steps taken by the 
United States, in collaborauon with other nations, 
to advance amicable relations, to remove the 
causes of war, and to pledge the nations solemnly 
to renounce war as an instrument of their national 
policy and adopt instead the principle of the settle- 
ment of all disputes b}' pacific means. No more 
fittmg time could be chosen for this peace move- 
ment than the tenth anmversary of the signing of 
the Armistice which brought to a close the great- 
est war, the most appallmg catastrophe of all the 
ages. 

The best way to abolish war as a means of set- 
tling mtemational disputes, is to extend the field 
of arbitration to cover all juridical questions, to 
negotiate treaties applying the principles of con- 
ciliation to all questions which do not come within 
the scope of arbitration, and to pledge all the na- 
tions of the world to condemn recourse to war, 
renounce it as an instrument of international 
policy, and declare themselves in favor of the set- 
tlement of all controversies by pacific means. 
Thus may the illegality of war be established m 
the world as a principle of international law. 

There is one other means, which can be taken by 
governmental authorities and also by private or- 
ganl^atlons like yours throughout the world, and 
that is to inculcate mto the minds -of the people a 
peaceful attitude, teachmg them that war is not 
only a barbarous means of settling disputes but 
one which has brought upon the world the greatest 
affliction, suffering, and disaster. If the people are 
minded that there shall be no war, there will not 
be. Arbitration is the machinery by which peace 
may be maintained. It can not function effectively 
unless there is back of it a popular will for peace. 

I can not go into detail concermng all the steps 
which hat'c been taken to extend the principles of 
arbitration and conciliation as a pan of the ma- 
chinery for the maintenance of peace. In a general 
way, I can say that when I came into office I 
found that on account of the war many of our 
arbitration treaties and treaties of amity and com- 
merce had lapsed and that many of the boards of 
concdiation under the Brj^an treaties had become 
incomplete or vacant through death or resignation. 
Tliese boards have been filled and there are now 
in force 19 of the original Bryan treaties, among 


the signatories being included many of the prin- 
cipal nations of the world. We have already nego- 
tiated five new treaties and are negotiating many 
more. We have negotiated with many coun- 
tries a new arbitration treaty for the settle- 
ment of all juridical questions which is an advance 
over the old form of treaty. In Central and South 
America pracacally all of the countries hate 
signed and ratified a general concdiation treat)', 
to which the Umted States is a part)'. Under this 
treaty, m the event of fadure to settle a dispute by 
diplomatic means or arbitration, the signatory 
nations agree to submit it to boards of concdiation 
for examination and report and not to go to war 
for a reasonable time pendmg such examina- 
tion. , . . 

Arbitration and conciliation are appealing more 
and more to the imagination of the peoples of all 
nations. I deem this movement of surpassing im- 

? iortance in the advancement of world peace. 
Vhen all nations come to the conclusion that 
their disputes can best be settled by diplomatic 
means and, when these fail, by arbitration or com- 
missions of conciliation, the world will have made 
a great step forward. I realize that treaties of arbi- 
tration and concdiation have existed for many 
years and that in spite of them there occurred 
the greatest war of all histor)'. But this should not 
be a cause of dbeouragement, because to-day 
world sentiment is stronger for such means of 
settling international disputes than ever before. I 
realize ako that there are many political questions 
which can not be arbitrated, although they may be 
settled by concdiation. I know that nauonal jeal- 
ousies and ambitions and racial anunosities often 
are the causes of war. These causes of conflict can 
be eliminated through education, through the 
development of tolerance, and through the cre- 
aaon of an effective desire for peace. 

In addiuon to these means of insuring universal 
peace, I know of but one other step, and that b a 
treat)' solemnly pledging all the nations of the 
earth to condemn recourse to war, to renounce it 
as an instrument of their national policy toward 
each other, and solemnly to declare that the settle- 
ment of international disputes, of whatever nature 
or of whatever origin they may be, shall never be 
sought except by pacific means. Thb leads me to 
the discussion of the multdateral antiwar treaty 
lately signed in Park. 
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Ai you know, the onginal suracstion of this 
moiemcnt came from Monsieur Briand, Mmister 
of Foreign Affairs of France, m a proposiuon to 
the United States to enter into a bilateral treaty 
with France to abjure war as a means of setthng 
disputes between them The Amencan Gosem- 
ment believed that this grand concepnon should 
be extended to all the nations of the world so that 
Its declaration might become a part of international 
law and the foundation stone for a temple of ever- 
lasting peace. 1 need not discuss the details of this 
negonation, which lasted more than a year All 
notes exchanged between the nations upon this 
subject were published from time to time as they 
were sent bv the vanous powers. It seemed clear 
that no treaty of such world-wide importance, so 
affecting the peoples of all nations, marking so 
great a fonvard step, could be taken without the 
support not only of the statesmen but of the press 
and the people of the world themselves, and, as 
jou know, the multilateral antiwar trcaiy was ne- 
gotiated m the blazmg light of full publicity 
In the negotiation of this treaty I had the heartv 
cooperation of the statesmen of other countries, of 
President Coolidge, of statesmen of all parties, and 
of publicists throughout the United States It was 
not a political move I consulted wath Senators 
and Representatives and pubbe men, the sanest 
and wisest of our time, and I can say without the 
slightest doubt that the treat)' meets the matured 
judgment of the people of the United States, 

It was an impressive sight when representatives 
of 15 rutions gathered around the histone tabic in 
the French Foreign Office and solemnly pledged 
their gotemments before the world to renounce 
w ar as an instrumentality of their countnes, agree- 
ing to settle all intcmauonal disputes by pacific 
means 

The treaty is a simple and plain declaration and 
agreement It is not cumbered with reservations 
and conditions stipulating when a nation might 
be justified in going to war Such a treaty, if at- 
tempted, would fad because of the complexity of 
national aspirations and the wide difference of 
conditions. It contains but two articles, as follows 
“Auticu: I The High Contracting Paaies 
solemnly declare in the names of their respective 
peoples that they condemn recourse to war for 
the solution of international control ersics, and 
renounce it as an instrument of national policy 
m their relations with one another 
“Auncu; a The High Contracting Parties 
agree that the settlement or solution of all disputes 
or conflicts of whatever nature or of whatever 
origin the) may lie, w hich may arise among them, 
shall never be sought except by paafic means.” 


In the course of the discussion, France raised 
the question of whether the proposed treaty vvould 
in any wav conflict with the obligations or the 
Locarno treaties, tlie League of Nations, or other 
treaocs guaranteeing neutrality My reply was 
that 1 did not understand the League of Naoons 
to impose anv obligation to go to war; that the 
question must ulnmately be decided by each coun- 
try for Itself, that if there was any similar obliga- 
tion m the Locarno treaties, the United States 
would agree that all of the pow ers parties to the 
Locarno treaties should become original signa- 
tories of the present treat)' Belgium, Poland, and 
Czechoslovakia therefore were brought in as 
origmal parties because they were the only signa- 
tones to the Locarno treaties outside of the na- 
tions included in the negooaoons of the anavvar 
treaty. The following countries were parnes to 
the Locarno treaacs Great Bntam, France, Bel- 
gium, Germany, Italy, Czechosloviakia, and Po- 
land The treaty contained a clause undertakmg 
not to go to war. and if there was a flagrant viola- 
tion by one of the high eontracong paities, each 
of the other pames undertook immediately to 
come to the help of the party against whom such 
viobtion or breach was dmected. It, therefore, was 
sunply a matter of law that if any of the paroes 
to the Locarno treaties went to war in violation 
of that treaty and were at the same time parties 
to the multflateral treaty, they vvould violate this 
treaty also, and that it was a general principle of 
law that if one of the patties to a treaty shonld 
violate it, the others vvould be released, and would 
be entirely free and under no obligation to take 
any action unless they saw fit. 

For these reasons the Locarno powers became 
onginal signatories, and all of the nations agreed 
that under these Circumstances no modification 
of the present treaty was needed It was my ex- 
pectation that if the treaty was signed, it would 
be rcadilv adhered to by many, if not all, of the 
other nauons My expectaBons have been more 
than fulfilled Up to the present nmc 58 naBons 
have cither signed the treaty as onginal parties, 
or have adhered to it or have notified the Depart- 
ment of their intertBon to adhere to it. It is my 
belief that all the nations of the world will ad- 
here to this treaty and make it one of the pnn- 
ciples of their naBOnal policy 1 believe that this 
IS the first time in history when any treaty has 
received the approval of so many nauons of the 
vv orld 

There are no collateral reservations or amend- 
ments made to the treaty as finally agreed upon 
During the negonauon of this treaty, as m me 
case of other treaties, quesuons were raised by 
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various governments and discussed, and m many 
of my notes I explained the legal effect or con- 
struction of the treaty. There is nothing in any 
of these notes, or in my speeches sent to the signa- 
tory powers durmg the negotiations, which is 
inconsistent with, or changes the meaning of, the 
treat)’ as finally signed. Finally the countries were 
satisfied that no modification of the treaty was 
necessary to meet their views, . . . 

What were the benefits to be furnished? An 
uncondiuonal agreement not to go to war. This 
is the recognition of a general principle that if 
one nation violates the treaty, it is deprived of the 
benefits of this agreement and the other parties are 
therefore necessarily released from their obliga- 
tions as to the belligerent state. 

1 have seen from time to time claims, on the 
one hand, that this treaty is weak because it does 
not provide the means for enforcing it cither by 
military or other sanctions against the treaty- 
breaking state and, on the other hand, that through 
it the United States has become entangled in Eu- 
ropean affairs and, while under no express obli- 
gation, IS under moral obligation to join other 
nations and enforce the treaty by military or other 
assistance. Neither of these positions is correct I 
know that men will differ on the quesuon of 
whether it is better to provide sanctions or mili- 
tary agreements to punish a violator of the treaty 
or military alliances to enforce it. But whatever 
the merits of this controversy may be, as I have 
already said, I do not believe the United States 
or many nations in the world would be willing 
to submit to any tribunal to decide the question of 
whether a nation had violated this treaty or irrev- 
ocably pledge themselves to military or other 
action to enforce it My personal opinion is that 
such alliances have been futile in the past and will 
be in the future; that the carrying out of this 
treaty must rest on the solemn pledges and the 
honor of nations; that if by this treaty all the na- 
tions solemnly pronounce against war as an in- 
stitution for settling international disputes, the 
world will have taken a forward step, created a 
public opinion, marshalcd’the great moral forces 
of the world for its observance, and entered into 
a sacred obligation which will make it far more 
difficult to plunge the world into another great 
conflict. In any event, it is not at all practical for 
the United States to enter into such an obligation. 

It has also been said that the treaty entangles 
us in the affairs of Europe. I can not understand 
why such an argument should be made. It no more 
entangles us in the political affairs of foreign coun- 
tries than any other treaties which we have made 
and if, tlirough any such fear, the United States 


can not take any step toward the maintenance of 
world peace, it would be a sad commentar)' on 
our intelligence and patriotism. But, it is said, wc 
are under moral obligations, though not under 
binding written obligations, to apply sanctions to 
punish a trcat)'-brcaking state or to enforce its 
obligations. No one of the govcrmiicnts in any 
of the notes leading up to the signing of this 
treaty made any such claim, and there is not a 
word in the treaty or in the correspondence that 
intimates that there is such an obligation. I made 
It perfectly plain, whatever the other countries 
might think, that the United States could not join 
in any such undcrtakmg. In the first speech I made 
on the subject, which was aftenvards circulated 
to the nations, I said: “I can not state too em- 
phatically that It (the United States) will not be- 
come a party to any agreement which dirccdy or 
indirectly, expressly or by implication, is a mili- 
tar)’ alliance. The Umted States can not obligate 
itself in advance to use its armed forces against 
any other nation of the world. It does not believe 
that the peace of the world or of Europe depends 
upon or can be assured by treaties of military 
alliance, the futility of wliich as guarantors is rc- 
eatedly demonstrated in the pages of history.” I 
elieve that for this same reason Great Britain 
and some of the other nations of Europe rejected 
the treaty of mutual assistance. Whether the Lo- 
carno treaties will be construed as agreements to 
apply sancuons, I can not say, but, whether they 
are or not, I do not believe that it is possible to 
enforce such a treaty. I know of no moral obliga- 
tion to agree to apply sanctions or to punish a 
treaty-breaking state unless there is some promise 
to do so, and no one can claim tliat there is such 
a promise in this treaty, ... I, for one, believe 
tlie Umted States has always had a deep interest 
in the maintenance of peace all over the world. 
Why should not our Government and our people 
feel a deep interest in this question? In modem 
times no great war can occur without seriously 
affecting every nation. Of course the United 
States IS anxious for the peace, prosperity, and 
happiness of the people or Europe as well as of 
the rest of the world. Because we did not approve 
of the Treaty of Versailles and the League of Na- 
tions in all respects, it has been assumed by some 
that wc no longer take any interest in Europe and 
world affairs. I, for one, do not accept this as a 
just estimate of our national character and vision. 

By some this grand conception of a world 
pledge for peace is considered visionary’ and ideal- 
istic. I do not think that all the statesmen of Eu- 
rope and of the world who have solemnly pledged 
their nations against the institution of war can be 
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called vmoimiy idealists. Idealists they arc, of 
course. Idealists hasc led the world m all great 
accompluhmcnts for the advancement of govern- 
ment, for the dissemination of learning, and for 
the development of the arts and sciences which 
have marhed the progress of this great grow mg 
age. To-day probably more than at any time m 
rnmrdcd history, there is a longing for peace— 
that we may not agam go through the horrors and 
devastation of a world war I am sure that the 


people of this country are willing to try this last 
and greatest step, the solemn pledge of peoples 
and of naaons. I can not believe that such a dec- 
laration, entered into, not m the frenzy^ of public 
excitement but m the cool deliberation of peoples, 
can fad to have a world-wide moral effect. 1 be- 
lieve that this treaty is approved by almost unan- 
imous sentiment in the Umted States and m the 
world Such approval means advancement m the 
ideals of government and of civilization. . * 


TWO SUCCESSES IN FOREIGN POLICY 


The l^rrERVE^•TIO^ in Latin Amenca that The- 
odore Roosevelt had staned by his rewriting 
of the Monroe Doctrine was continued by 
William Howard Taft and not termmated by 
Woodrow Wilson Wilson’s ambiguines about 
nonrecognmon only succeeded in arousing ill 
will, particularly in Mexico, where he had 
landed troops and whose revolutionar)' gov- 
ernment he refused to rccognac 
The upheavals which racked Mexico dunng 
this period were part of the revolt against the 
dominaaon of foreign interests in Mexico's 
economic life and the concentration of land 
ownership at the e.xpense of the Indian villages 
That revolt found institutional expression m 
Article 27 of the Mexican Constitution of 1917. 
By Its terms, subsoil deposits, including oil, 
were claimed by the government, the foreign 
acquisition of Mexican resources was restricted, 
and Mexican church properties were national- 
ized When the consutution was implemented 
by the oil law of 1925 (requiring all conces- 
sionaires to accept Hfty-ycar leases in lieu of 
their perpetual grants, to agree to abide by 
iMcxican law , and to refrain from asking pro- 
tccnon by their home governments) Amer- 
icans demanded that the United States inter- 
vene. Formal diplomatic relations were main- 
tained, but both parties stood on their rights 
under international law while Mexican credit 
dcchncd and Amencan investors suffered 
The Coolidge administration resisted the de- 
mands for armed mten ention. Instead, in 1927, 
soon after the Mc.xican government had begun 
to enforce the anticlerical as w ell as the eco- 


nomic clauses of Article 27, President Coohdge 
appomted his Amherst classmate, Morgan part- 
ner Dwight W. Morrow (1873-1931), ambas- 
sador to Mexico Morrow’s unconventional 
diplomacy and his willingness to assume the 
goodwill and sincerity of the Alexican govern- 
ment bore fruit Here were to be found the 
beginmngs of the later spectacularly success- 
ful “Good Neighbor Policy’’ For his prede- 
cessor’s barrage of disquisitions on interna- 
tional law', Morrow substituted the attitude 
which shows so clearly in this, his first report 
to his Secretary of State Formal diplomacy 
had done no more than stiffen Mexican intran- 
sigence. Morrow ceased dispatching notes 
Instead, he dealt with Mexican officials as men 
vvilhng to be as reasonable as he. In the case of 
the oil law of 1925, he suggested the legal ap- 
proach rather than propose legislative repeal 
of the act, an outward and visible sign of sub- 
mission to foreign protest, he urged the early 
ad|udicacion of test cases then before the Mex- 
ican Supreme Court President Callcs’s assur- 
ance that the Court would reject retroaenve 
decrees marked a significant victory for Mor- 
row’s type of negotiation In like fashion. Mor- 
row proceeded to deal with Calles directly on 
the agranan issue and on the problem of recon- 
aling the Alexican government and the Vati- 
can 

In this w'ay. Morrow' laid a firm foundation, 
for he indicated that a policy of confidence and 
mutual accommodation was the only practical 
altemadve to forceln June, 1930, in an address 
before a group representmg businessmen from 
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many nations, he summed up his attitude — and 
his achievement — m these words: 

Our relations with foreign nations arc not ve^ 
different from our relations with each other in 
family, church or state. They must be based on 
understanding What a difficult thing it is to sec 
that tlie other man may be honest as well as your- 
self! 

If we can live in our respective homes loyal to 
our cities, States and nations, yet ready to attribute 
to other men an honest purpose, it is more impor- 
tant than the most solemn treanes we may sign on 
parchment. 

The selections here reprinted are from U.S. 
Department of State, Foreign Relations: 

Vol. Ill (Washington, 1928). 

The address of Secretary of State Henr)’’ L. 
Stimson (1867- ) before the Council on For- 
eign Affairs in February, 1931, presents offi- 
cially the Latin American policy of the United 
States, particularly in the Central American 
area abutting on the Panama Canal. The United 
States had intervened in Nicaragua, occupy- 
ing Nicaraguan territory and supervising elec- 
tions in 1929 and 1930 As the depression inten- 
sified after 1929, even the most firmly seated 
governments in Latin America were over- 
thrown. The United States stood confronted 
by the necessity for a choice. Was it to act 
contrary to the precedents of the immediate 
past, or should it revert to former policy^ The 
Hoover administration decided to take the lat- 
ter course and, in this address, Stimson enlarges 


not only on that question, but also on the State 
Department’s definition of die Monroe Doc- 
trine That principle, Stimson explains, con- 
tinues to be a cornerstone of American for- 
eign pohc}' but it sets the United States over 
against Europe, not the nations of Latin Amer- 
ica. Thus, the Roosevelt Corollary of the iMon- 
roe Doctrine was repudiated. 

During the Wilson administration, the 
United States had abandoned a long-established 
policy of recognizing de ]acto governments 
when it denied recognition to a Mexican go\ - 
emment established by “force and violence.” 
The present administration now returns to 
earher and sounder practice, in this way restor- 
ing political stability’-. So far as the Central 
American states are concerned, however, the 
policy of recognmon for de facto governments 
is tempered by treaty: the five republics have 
agreed not to accept regimes established by 
coup d’etat even if that should later be regu- 
larized by constitutional process. This pledge 
has diminished the number of revolutions in 
middle America and helped establish free elec- 
tions. A final step in improving inter-American 
relations has been the United States practice of 
embargoing arms shipments to rebels against 
a recogmzed government. Stimson also indi- 
cates how the word of the Umted States has 
been kept in difficult situations. 

The selection here reprinted is from a pam- 
phlet issued by the U.S. Department of State 
as Publications: Latin American Series, No. 1 56 
(Washington, 1932). 


On Mexico 

BY DWIGHT MORROW 


The Ambassador in Mexico (Morrow) to the 
Secretary of State 

[Mexico,] November 8, 1917 
My Dear Mr. Secretary* I have now been in 
Mexico a litdc over two weeks A great deal of 
time, as you so well know, has been taken up in 
necessary formalities. I have had an opportumty, 
however, to talk with several busmess men of 
Mexico, including Mr. Legorreta, Director of the 


Banco Nacional de Mexico; Mr. Woodull, the 
Me.xican Manager of the American Smelting and 
Refinmg Co., Mr. Hugh Rose, the Alanaging Di- 
rector of Santa Gertrudis Mines, Mr. H Weldon, 
local Manager of the Bank of Montreal, Mr. G. 
R G. Conway, Managing Director of the Mexican 
Light & Power Co.; Mr Matron, of the Bnush 
American Tobacco Co., Mr. Hdarj' N. Branch, 
local representative of Huastcca Petroleum Com- 
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pjn> , ind Messrs. Hogan and Basham, promment 
American law) ers here. 

When I made my first call upon the Actmg- 
Mmistcr of Forcira Affams, as referred to m 
despatch No I, of October 31st, iMr Estrada, after 
courteously expressing his pleasure that I had 
come to Mexico, took occasion to say to me that 
u nas the desire of President Calles that I should 
take matters up personally with him He further 
stated that in Mexico the sjatem of administration 
was a “Presidential system'’ and that as the Presi- 
dent alone had the authority to make decisions on 
behalf of the Goiemment he hoped that I would 
at all times discuss with President Calles matters of 
difference between the Governments Mr Es- 
trada's manner of expressing this opimon made 
quite an impression upon Mr Schoenfeld, who 
accompanied me upon this formal call and acted 
as mterpreter 

On Saturday, October agth, I presented my let- 
ter of credence to the President. M'hat formally 
took place on that occasion is also referred to in 
despatch No 1 , of October 31st. After 1 had read 
mv brief remarks and the President had rephed, 
he signified that he desired to have a conversa- 
tion with me I sat down beside him and we had 
four or five mmutes’ conversation Atr Martinez 
de Alva acted as interpreter In this conversation 
the President expressed the hope that I would feel 
free at all times to come directly to him, statmg 
that he was not a diplomat, and that he thoi^ht 
many of the matters as to which there were diffir- 
ences of opinion between the two governments 
could be readily adjusted m pctsonal meeting, but 
that diplomatic notes tended to separate further 
the Governments. I expressed my appreciation of 
the cordialit) of my reception by his Government 
and the people of Alexico, and stated that 1 would 
be ven- glad to avail of the counesy extended to 
me of talkmg things over with him personally 
from dme to nme. He then repeated tame that he 
did nor want me to consider this invitation to 
take things up with him personally as merely a 
formal invitation, that he did earnestly desire that 
the matters in difference between the Govern- 
ments be settled amicably, and he thought this 
could best be accomplished by takmg questions 
up personally 

Accordingh, I went to the President's home 
this morning at n o’clock. Agam 1 went alone, 
rcachmg this decision after consultation w ith the 
Embassy staff. 1 felt that he might talk more 
frankU and I might get a clearer picture of his 
mmd if I showed mv confidence in him I think 
the result full) justified this position. 

M) talk with the President this morning lasted 


perhaps an hour and a half Mr Robinson and 
Mr Smithers were present, Mr Smithers acting 
as interpreter Mr j Reuben Clark and myself 
had made a verx’ careful study of the record with 
reference to oil, going back particularly to the 
Carranza decrees, to the decision in the Texas 
Od Company case and to the Warren-Payne 
record m which so much emphasis was laid upon 
respecting and enforemg the princmles of the de- 
cisions in the Texas case to the effect that Para- 
graph 4 of Amcle a) of the Consntuaon was not 
rctroacme Air Oark and I had both felt that it 
would be very difficult to find a compromise that 
would really maintam the principle of the War- 
rcn-Paync meetings and of the State Department 
correspondence unless there could be an affirm- 
ance of the Texas Oil Company case. It also 
seemed to us both that an affirmanee of the Texas 
Oil Company case was more or less a natural thmg 
for the courts to do because substantially the same 
pnnciple was mvolvcd m the so-called Carranza 
decrees and m the legislation of 1925 
The President opened the conversation this 
morning by askmg me directly what solunon I 
thought could be found for the oil controversy 
I told him that I thought an almost necessary pre- 
limmary to any soluoon would be a clear decision 
of the Supreme Court followmg the Texas Oil 
Company cases. I told him that 1 had been a law- 
) cr, and it was not easy to get out of the habit of 
talking as a lawyer, and asked him to bear with 
me while I eimlamed to him the Texas Oil Com- 
pany case as 1 understood it. I then quite slowly, 
with the mterpreter translating to him sentence 
by sentence, eipbuned to him that the Carranza 
decrees had attempted to hold Paragraph 4 of 
Article l^ of the Constitution of 1917 to be retro- 
active as to the subsoil of oil lands, that those who 
had brought the mipojos had asserted, first, that 
President Carranza had no official power to act by 
decree m the way he had acted, and, second, that 
even if he had been given such official power it 
would be V lolaave of article 14 of the Constitution, 
which provides that no law shall be gnen a retro- 
active effect. 1 explained ro hun further that the 
Supreme Court of AIcxico in the Texas case had 
clearly held that the question of Carranza’s offi- 
cial power to act by decree did not arise because 
the decrees issued him and called in question had 
been officially ratified by the legislative body, and 
that, therefore, his decrees had the full effect of 
laws. The Court then went on to hold that these 
law's (made by Carranza decree and legislative 
raaficanon) could not consntutionally be given 
retroaenre effect. In the Texas case, therefore, as 
in the pendmg cases, it was not a decree of the 
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c\ccurivc but a law of Congress, and cvccucivc 
acts thereunder, which were held to be violative 
of Article 14 of rlie Constitution. 1 further said to 
the President that I had been expecting that the 
courts would hand down a decision sustaining 
the Texas eases and that if such a decision came 
down I thought the ground would be cleared for 
a satisfactory adjustment of the oil matter. 

He then gave me quite a full description of his 
troubles with the oil companies. He said that the 
Government of Mexico had never wanted to con- 
fiscate any property. Least of all did they want to 
confiscate the oil properties, that they needed die 
revenues, and obviously “they did not want to 
commit suicide"; that the act of 1915 was a most 
ncccssar)' piece of legislation at the time because 
the country was in considerable disorder and there 
was an extreme radical wing whose wishes had to 
be met m that legislation; that he had thought the 
grant of the 50-year right as good as a perpetual 
right to take out the oil, and that such a grant 
would satisfy every practical purpose, but that 
the oil companies had not co-operated with him 
at all, but in fact their representatives had boasted 
all over Mexico chat they did not need to obey 
the laws of Mexico. To this I responded chat, with- 
out defending the attitude of the oil companies 
toward Mexico or toward the Mc.vican courts, 
there was a very real principle which they had as- 
serted and which the American Government had 
felt It necessary to assort on their behalf: that a 
50-year right to take oil out of a piece of ground 
might be fully as good as a perpetual right, but 
it was certainly arguable that if one adnimistra- 
tion could cut the right down from a perpetual 
right to a 50-year right, a later administration 
might cut it down from a 50-year right to a 40- 
year right, or a 30, or a 10 or a i-ycar right, and 
that It seemed to me in the interests of Mexico as 
well as in the interests of the United States that 
that question should be cleared up. 

The President then asked me if I thought a de- 
cision of the court following the Texas case would 
settle the main controversy in the oil dispute. I 
told him I thought such a decision would remove 
the main difficulty. He then rather startled me by 
saying that such a decision could be expected in 
two months. I said to the President that it was im- 
portant that during the time the cases arc pending 
before the court no overt act which could be 
called confiscation should take place, that if diffi- 
culties were not to increase, pending a decision by 
the courts, there should be no change in the status 
quo. 

I think It proper to say that there was nothing 
in the President s conversation to indicate that he 


intended to direct the courts to make a decision 
In fact, he would doubtless assert that lie had no 
such power. His words were entirely consistent 
with the fact that he had knowledge of what the 
courts already had in mind. At the same tune it 
must be remembered that it is generally believed 
in this countrj- that the courts arc not independent 
of the Executive. While this may seem quite 
shocking to those trained in American jurispru- 
dence and English jurisprudence, it is not an essen- 
tially different situation than has existed in all early 
governments and is substantially the same situa- 
aon that existed in England two or three hundred 
years ago. The ICing’s Bench was originally more 
tha'n the name of the court; it was the bench that 
belonged to the King, and administered justice for 
him. 

After the talk about the oil, the President then 
took up the question of the railroad. He told me 
that he was determined to see a better railroad 
administration, that he had asked Sir Henry 
Thornton, of the Canadian Government Railroad, 
to come down and make a report to him, and that 
even though it meant sweeping out a lot of hold- 
ers of jobs who were intrenched in the railroad 
he was prepared to do so. He also spoke of his 
desire to expedite the claims settlements. He spoke 
of his earnest desire to improve agricultural con- 
ditions in Mexico and in this connection stated 
that Mexico was not ready yet for industrial de- 
velopment, that he hoped that a betterment of 
agriculture here would lead [tend?] to create 
trade with the United States, that industrial prod- 
ucts should come into Mexico from the United 
States during the next generation, and that Mexico 
would not be ready for industrial development 
until long after his time. 

1 returned from the President’s Castle to the 
Embassy. A half hour later Mr. Robinson called 
upon me and told me that the President was very 
anxious that none of the oil people should know 
at all about our conference, that his greatest diffi- 
culty in dealing with the oil question in a proper 
way had been the oil people tlicmsclves, and that 
if they knew that a Supreme Court decision was 
likely to come down within a short time they 
would again begin to intrigue. 

Despite the informality of this whole conversa- 
tion 1 am setting it out somewhat fully to ^'ou, I 
think it is of extreme importance that the oil peo- 
ple shall, if possible, be kept from complicating 
the situation until the courts have had an oppor- 
tunity to act. 

I have nothing to add about tlie general political 
situation down here to what has been sent you in 
despatches. 1 think it is true that President Callcs 
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his been greatly strengthened by the rigorous 
method m tv hich he has handled the recent revolu- 
tions. There are some people who feel that the 
revolts were not real revolts. I thmk, however, 
the best opmion is that it was a question of who 
strueV. first, it was a case of “thy head or my 
head,” which agam was pretty much the rule in 
English history until well past the Tudor days 
There is difference of opinion as to whether 
President Calles and General Obregon will re- 
mam together, but I thmk there ate no real indica- 
tions at present that they have quarreled. A year, 
however, in Mexico is a long time. 1 must say that 
mv personal impression, for whatev er it is worth, 
IS that President Calles seemed to me to be a man 
who wanted to do as much as he could during this 
last year of his term and then get out. The pres- 
sure, however, UMtv hmi by those who share the 
advantages of office will certainly be very great, 
and much may happen as a result thereof 
In both of my tjks with the President I have 
been impressed by his strength, his earnestness, 
and his apparent smcerit)’ I thmk he is a strong 
man, sincerely devoted to his country and capable 
of going a long way m cither the right or the 
wrong direction . 

VVnh kindest regards [etc.] 

Dwight W Morrow 

Tiic Undw Secretary of State (Olds) to the 
Amdassador in Mexico (Morrow) 

Mtashington, November i 6 , 1927 
Dear Mr. Morrow Your long letter addressed 
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to the Secretary arrived m due course After read- 
ing It we took It across the street, where it now is. 
We expect to follow this course with all important 
communications which may come from you 
Naturally the report of your preliminary con- 
versations 4 exceedingly interesting I can not help 
feeling that you arc on the right track and have 
alreaty’ made real progress. At any rate it dehghts 
us all to see the old method of long-armed dcalmg 
scrapped, and the contrary method of direct per- 
sonal contact tried I am sure that the lines along 
which you arc working are absolutely sound 
The mamaoon about the Supreme Court de- 
cision IS, of course, important. We have had mti- 
mations on this subject before, but this one seems 
more reliable than the others Anyhow, 1 agree 
that the oil companies ought not to get off the 
reservation for the time being They have been 
very quiet lately I told them when you left that 
there would nbt be anjEhing domg until you 
found your wav about in Mexico, and that it might 
be several weeks before anythmg affecting their 
interests happened Meanwhile they would have 
to be patient They have, as you know, called at- 
tention to one or two moves made by the Mexican 
Government, which seemed to them rather dis- 
turbing, but they have not asked for any confer- 
ences here. We shall bear in mmd your sugges- 
tion that nothing be said to them concerning the 
Supreme Court decision 
With warm regards [etc.] 

Robert E Olds 


The XJmted States and the Other 
American Republics 

BY HENRY L. STIMSON 


During the past two \ pars widespread economic 
depression and consequent unemployment have 
brought instability and unrest to many of the 
countries of the Western Hemisphere. Sbee 
Alarch, 1929, there have been revolutions b no 
less than seven Latm American republics, result- 
ing m the forcible overthrow m six of them of 
the exisHng governments. These changes, and the 
armed contests by vv hich some of them have been 
accompanied, have presented to the State Depart- 
ment of this countrj’ a rapid succession of critical 
problems for decision. It was inevitable m such 
a situation that criticism of our decisions should 
be excited, and it has been 
Therefore, this evening, I shall place before you 
from the standpoint of the State Department a 


brief statement of the facts as well as of the under- 
lying principles and reasons upon which some of 
these recent decisions have been based In par- 
ticular, I shall discuss the principles by which we 
have been guided in the recognmon of the new 
governments which have arisen and also the pnn- 
ciplcs which have underlain our action m the regu- 
lanon of the sale and transportation of arms and 
munitions to the countnes which have been in- 
volved m strife 

As a background for this discussion a bncf re- 
view of the general policy of the United States 
towards the other republics of this hemisphere 
during the past century is pertinent. That policy. 
In Its gmcral conception, has been a noble one 
From the begmnmg vve have made the preserva- 
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don of individual independence of these nations 
correspond with our own interest. This was an- 
nounced in the Monroe Doctrine and has been 
maintained ever since. That doctrine, far from 
being an assertion of suzerainty over our sister 
republics, was an assertion of their individual 
rights as independent nations It declared to the 
world that this independence was so vital to our 
own safety that we would be willing to fight for 
it against an aggressive Europe. The Monroe Doc- 
trine was a declaration of the United States versus 
Europe— not of the United States versus Latin 
America . . . 

People are sometimes prone to forget our long 
and honorable fulfillment of iliis policy towards 
our younger sister nations. It was our action which 
obtained the withdrawal of French imperialism 
from Mexico. It was our influence which provided 
for the return from Great Britain of die Bay 
Islands to Honduras, and the Alosquito Coast, in- 
cluding Greytown, to Nicaragua. It was our pres- 
sure winch secured the arbitration of the boundary 
dispute between Great Britain and Venezuela and 
which later secured by arbitration the soluaon of 
serious disputes between Venezuela, Germany, 
and Italy, llettvecn the republics themselves, our 
influence has constandy been exerted for a 
friendly solution of controversies which might 
otherwise mar dieir independent and peaceful in- 
tercourse. To speak only of recent matters, I may 
refer to the long-standing Tacna-Arica dispute 
benveen Chile and Peru, and the open clash be- 
tween Bolivia and Paraguay. During die past 
seven years our good offices have resulted m the 
settlement of eight boundary disputes between 
eleven countries of this hemisphere. 

In our successive Pan American conferences, 
as well as in the Pan American Union, the fun- 
damental rule of equality, which is the mainstap 
of independence, has been unbroken Action is 
taken only by unanimous consent. No majority 
of states can conclude a mmority, even of the 
smallest and weakest. This is in sharp contrast to 
the practice which prevailed .m the former Con- 
cert of Europe, where only the great powers were 
admitted on a basis of equality'. It was also at vari- 
ance with the original orgamzation of the Cove- 
nant of the League of Nadons, where it was pro- 
posed that a majority of the seats in the Council 
should be permanendy occupied by the Great 
Powers. 

While such recognition of their equal rights 
and national independence has always been the 
basic foundation upon which our policy towards 
these republics has rested, there is another side of 
the picture which must be borne in mind This 


basic prinaple of equality in internadonal law 
IS an ideal resdng upon postulates which are not 
always and consistendy accurate. For independ- 
ence imposes duties as well as rights. It presup- 
poses ability in the independent nauon to fulfill 
the obligations towards other nations and their 
nadonals which arc prescribed and expected to 
exist in the family of nations. The hundred years 
which have ensued since the announcement of our 
policy towards these republics have contained re- 
curring evidence of how slow is the progress of 
manlund along that difficult highway which leads 
to national maturity and how difficult is the art of 
popular self-government. Years and decades of 
alternations between arbitrary power at one time 
and outbreaks of violence at another have pointed 
out again and again how different a maner it is m 
human affairs to have the vision and to achieve 
the reality. 

Furthermore, the difficulties which have beset 
die foreign policy of the United States in carrying 
out these principles cannot be understood without 
the comprehension of a geographical facL The 
very locality where the progress of these republics 
has been most slow; where the difficulties of race 
and climate have been greatest; where the recur- 
rence of domestic violence has most frequently 
resulted in the failure of duty on the pan of the 
republics themselves and the violation of the rights 
of life and property accorded by international law 
to foreigners within their territory, has been in 
Central America, the narrow isthmus which joins 
the two Americas, and among the islands which 
intersperse the Caribbean Sea adjacent to that 
isthmus. That locality has been the one spot ex- 
ternal to our .shores which nature has decreed to 
be most vital to our national safety, not to mennon 
our prosperity. It commands the line of the great 
trade route which joins ^ur eastern and western 
coasts Even before human hands had pierced the 
istlimus with a seagoing canal, that route was vital 
to our national interest. Since the Panama Canal 
has become an accomplished fact, it has been not 
only the vital artery of our coastwise commerce 
but, as well, the link in our national defense which 
protects the defensive power of our fleet. One 
cannot fairly appraise American policy towards 
Latin America or fully appreciate the standard 
which It has maintained without taking into con- 
sideration all of the elements of wluch it is the 
resultant. . . . 

Rlcocnition 

The recognition of a new state has been de- 
scribed as the assurance given to it that it will be 
permitted to hold its place and rank in the char- 
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acttr of an independent political organism in the 
jocietv of nations. The recognition of a new gov- 
ernment wthm a state arises in pracace only 
uhen a government has been changed or estab- 
lished by revolonon or by a cmip d'etat No qncs- 
oon of recogmoon normally arises, for e.tample, 
when a king dies and his "heir succeeds to the 
throne, or where as the result of an election m a 
republic a new chief evccutive constitutionally 
assumes office. The practice of this country as to 
the recognition of new governments has been sub- 
stantially uniform from the dtys of the administra- 
tion of Secretary' of State Jefferson in 1791 to the 
days of Secretary of State Bryan m 1913 There 
were certam slight departures from this pohey 
durrog the Ovil War, but they were mamfestly 
due to the engenaes oLwarfare and were aban- 
doned immediately afterwards. Tins general pol- 
icv, as thus observed, was to base the act of recog- 
nition not upon the question of the constitutional 
legitimacy of the new government but upon its 
de facto capacity to fulfill its obligations as a mem- 
ber of the family of nations This country recog- 
nized the nght of other nations to regulate their 
own mtemal affairs of government and disclaimed 
any attempt to base its recognmon upon the cor- 
rectness of their constitutional action. 

Said Mr Jefferson in 1791 
“W^e certainly cannot deny to other nations that 
principle whereon our own Government is 
founded, that every nation has a right to govern 
itself internally under what forms it pleases, and 
to change these forms at its owm wfill, and errer- 
nallv to transact business with other nations 
through whatever organ it chooses whether that 
be a king, convention, assembly', committee, presi- 
dent, or whatever it be ffefferson to Pinckney, 
iPorh, Vol III, p foo )" 

With the advent of President Wilson's admui- 
ivtration this policy of over a century was radically 
departed from in respect to the Republic of Mex- 
ico, and, by a public declaration on March ii, 
1913, It was announced "that — 

“Cooperation (with our sister republics of Cen- 
tral and South America) is possible only when 
supporfed at every turn by the orderly processes 
of just government based upon law', not upon 
atbitran, or irregular force. We hold, as 1 am sure 
that all thoughtful leaden of republican govem- 
tnent evcrynvhere hold, that )ust government rests 
always upon the consent of the governed, and that 
there can be no freedom vv ithout order based upon 
law and upon the public conscience and approval 
We shall look to make these principles the basis of 
mutual intercourse, respea, and helpfulness be- 


ll 19 

tween our sister republics and ourselves (F oretgn 
Relations of the United States, 1913, P 7 -)” 

Mr Wilson’s government sought to pot this 
new policy mto effect m respect to the recogni- 
tion of the then Government of Mexico held bv 
President Victoriano Huerta. Although Huertas 
government was m de facto possession, Mr Wil- 
son refused to recognize it, and he sought through 
the influence and pressure of his great office to 
force It from power Armed conflict followed 
with the forces of Mexico, and disturbed relations 
between us and that repubhc lasted until a com- 
paratively' few years ago 

In his sympathy for the development of free 
constitutional insntntions among the people of our 
Latin Amencan neighbors, Mr Wilson did not 
differ from the feelings of the great mass of his 
countrymen m the United States, mcludmg Mr 
Jefferson and Mr Adams, whose statements 1 have 
quoted, but he differed from the practice of his ^ 
predecessors m seeking actively to propagate these 
institutions m a foreign countiy by the direct in- 
fluertce of this Government and to do this against 
the desire of the authonoes and people of Mexico 

The present admmistration has refused to fol- 
low the policy of Mr Wilson and has followed 
consistently’ the former practice of this Govern- 
ment since the days of Jefferson As soon as it was 
reported to ns, through our diplomatic represen- 
tatives, that the new governments m Bolivia, Peru, 
Argentina, Brazil, and Panama were m control of 
the admmistraave machinery of the state, with the 
apparent general acquiescence of their people, and 
that they were willing and apparently able to dis- 
charge their mtemauonal and convenBonal ob- 
hgauons, they were reeognized by onr Govern- 
ment. And, m view of the economic depression, 
with the consequent need for prompt measures of 
finanaal stabilization, we did this with as little de- 
lay as possible m order to give those sorely pressed 
countries the quickest possible opportunities for 
recovermg their economic poise 

Such has been our policy m all cases where in- 
ternational pracDcc was not affeaed or controlled 
by preexisting treaty In the five republics of Cen- 
tral America, Guatemala, Honduras, Salvador, 
Nicaragua, and Costa Rica, however, wc have 
found an entirely different situation existing from 
that normally presented under mtemational law 
and praence As 1 have already pointed out, those 
countries geographically have for a century been 
the focus of the greatest difficulties and the most 
frequent dtsturbances m their earnest course 
tovvardt competent maturity' in the discharge of 
their international obligauons Until some two 
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decades ago, war witlun and without was their al- 
most yearly portion. No administration of their 
government was long safe from revolutionary at- 
tack instigated either by factions of its own ciu- 
zens or by the machinations of another one of the 
five republics. Free elections, the cornerstone upon 
which our own democracy rests, had been prac- 
tically unknown durmg the entire period In 1907 
a period of strife, involving four of the five re- 
publics, had lasted almost without interruption for 
several years. In that year, on the jomt suggestion 
and mediation of the Governments of the Umted 
States and Mc.\ico, the five republics met for the 
purpose of considermg methods intended to miti- 
gate and, if possible, terminate the intolerable situ- 
ation. By one of the conventions which they then 
adopted, the five republics agreed with one an- 
other as follows. 

“The Governments of the high contracting par- 
ties shall not recognize any other government 
which may come into power in any of the five re- 
publics as a consequence of a coup d'itat, or of a 
revolution against the recognized government, so 
long as the freely elected representatives of the 
people thereof, have not constitutionally reorgan- 
ized the country." 

Sixteen years later, m 1923, the same five repub- 
lics, evidently satisfied with the principle they had 
thus adopted and dcsirmg to remforce it' and pre- 
vent any future evasions of that principle, met 
again, reenacted the same covenant, and further 
promised each other that even after a revolution- 
ary government had been constitutionally reor- 
ganized by the representatives of the people, they 
would not recognize it if its president should have 
been a leader in the preceding revolution or re- 
lated to such a leader by blood or marnage, or if 
he should have been a cabinet officer or held some 
high military command during the accomplish- 
ment of the revolution. Some four months there- 
after, our own Government, on the mvitation of 
these republics, who had conducted their meeang 
in Washington, announced, through Secretary 
Hughes, that the United States would in its future 
dealings with those republics follow out the same 
principle which they had thus established in their 
treaty Since that time we have consistently ad- 
hered to this pohey in respect to those five re- 
publics . . . 

Since the adopuon by Secretary Hughes, in 
1923, of the policy of recognition agreed upon by 
the five republics in their convention, not one 
single revolutionary government has been able to 
maintain itself in those five republics Twice, once 
in Nicaragua and once in the case of Guatemala, 
a revolutionar) leader has succeeded in grasping 


the reins of government for a brief period. But in 
each case the failure to obtain recognition has 
resulted in his prompt resignation, on account of 
his mability to borrow money in the mtemational 
markets. Several tunes withui the same period a 
contemplated revolution has been abandoned by 
Its conspirators on the simple reminder by a min- 
ister from this country or one of the other repub- 
lics that, even if they were successful, their gov- 
ernment would not be recognized, and undoubt- 
edly m many more cases has the knowledge of the 
existence of the policy prevented even the prepa- 
ration for a revolution or coup d'etat. In evety one 
of these cases the other four republics have made 
common cause in the efforts of the United States 
to carry out their policy and maintam stability. 
When one compares this record with the blood- 
stamed history of Central America before the 
adoption of the treaty of 1923, 1 thmk that no im- 
parual student can avoid the conclusion that the 
treaty and the policy which it has established in 
that locahty has been productive of very great 
good. . . . 

Furthermore, it may be noted that one of the 
dangers which might be apprehended from this 
pohey of recognioon adopted by the five Cen- 
tral American republics under the treaty of 1923 
has not matenahzed One of the most serious evils 
in Central America has been the fact that through- 
out the history of those republics, until recendy, 
ir has been the habitual practice of the president 
who held the machinery’’ of government to influ- 
ence and control the election of his successor. This 
has tended to stimulate revolution as the only 
means by which a change of government could 
be accomplished. The danger was therefore man- 
ifest that this treaty of 1923 might result in per- 
petuating the autocratic power of the governments 
which were for the time m possession. As a mat- 
ter of fact this has not happened. On the contrary, 
significant improvement has taken place in elec- 
tion practice. The Government of Nicaragua of 
Its own monon has sought and obtained the as- 
sistance of the Umted States m securing free and 
imcontrolled elecuons in 1928 and 1930. The Gov- 
ernment of Honduras, in 1928, without any such 
assistance, conducted an election which was so 
free that the party m power was dispossessed by 
the opposition party’, and a similar free elecnon 
has apparendy occurred m 1930. For nearly one 
hundred years before 1923 free elections hate 
been so rare in Central America as to be almost 
unique Of course, it is too early’ to make sffe 
generalizations, but it would seem that the stability 
created by the treaty of 1913 apparendy has not 
tended to perpetuate cxistmg autocracies but, on 
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the contrary, to stimulate a greater sense of re- 
sponsibility m elections. 

TuAinc rs Arms 

I will now pass to the subject of the policy of 
this Government m respect to the export of arms 
and munitions to countries which are engaged m 
civil strife Twee during the present Adminis- 
tration sve have had to make impotunt deasions 
and take important aaion m respect to this sub- 
ject, The first of these occasions was m March, 
1929, when a mihtaty insurrection broke out m 
the Republic of Mexico This insurrection was of 
serious nature and extent. It involved disturbances 
in many of the Mexican pronnees and much fight- 
ing and bloodshed Acting under a joint resolu- 
tion of our Congress, adopted m 1921, this Gov- 
ernment mamtamed an embargo upon the expor- 
tanon of all arms and munitions which might 
reach the rebels. At the same ome, it permitted 
the talc and itself sold arms and ammunition to 
the established government of Mexico, svith which 
Me M’cre then and had been for a number of years 
m diplomatic relations. In about three months the 
insurrection was suppressed, and 1 think it can be 
fairly said that it is due m no slight degree to our 
acnon In this matter that the feelings of hosohty 
on the part of Mexico to the Umted States whicn 
had existed ever suice the mtervention of President 
Wilson against Huerta in 1913 were finally ended 
and the relations of the two counmes became 
friendly and cordial 

The second occasion was in October, 1930, 
M'hen armed insurrection had broken out against 
the Government of Brazil In the same way m 
which Me had acted towards Mexico, we permit- 
ted that gosernment to purchase arms both from 
our Gmcmmem and from our nationals in this 
countrj’, and, when the Ambassador of Brazil 
brought to our attennon the fact that arms were 
being purchased m this country for export to tlie 
rebel forces fighnng against the recognized gov- 
ernment, Me placed an embargo against the ex- 
portation of such arms. Two daj's later the Gov- 
ernment of Brazd suddenly fell, the immediate 
cause being the revolt of its own garrison m Rio 
de Janeiro 

In placing the embargo upon the exportation 
of arms to the Brazilian rebel forces, our Gov- 
ernment acted under the same joint resolution of 
our Congress of 191a and with the same purpose 
and upon the same policv' as had guided our action 
in the case of Mexico and in other cases where ac- 
tion has been taken under tlut resolution That 
putpw Mas "to prevent arms and munitions pro- 
cured from the United States being used to pro- 


mote conditions of domestic violence” m countnes 
whose governments we had recognized and with 
which we were.m fnendly mtercourse This was 
the purpose and policy as stated by our Congress 
in the language of the resolution itself 

Under the law of nauons the duty of neutrality 
docs not arise until the insurgents have assumed 
the status of a beUigerent power between whom 
and the mother counny- other governments must 
maintain impartiahty "ITiis occurs when a condi- 
uon of belhgcrency is recognized either by the 
parent state itself or by the governments of other 
naaons. Such a situation arose m our Civd War 
when the Confederate States, havmg occupied ex- 
clusively a portion of the territory of the United 
States and havmg set up their own capital at Rich- 
mond, were recognized as belligerents by the na- 
tions of Europe It has not arisen m any of the 
recent revolutions of Latin America, whether suc- 
cessful or unsuccessful The rcvolntionists in 
Brazil had not been recognized as belligerents 
either bv the Brazilian Government, by the United 
States, or by any other nation. Until that happens, 
under the law and pracnce of nations, no dunt of 
mipartiality anses either on the part of our Gov- 
ernment or our citizens. Until that time there o 
only one side towards which, under international 
law, other nations owe any duty This is so well 
esubhshed as to be elementary It was recognized 
m the clause of the treaty of 1928 which 1 have 
just quoted 

The domestic legislation of the United States 
prcscribmg the duties of its citizens towards na- 
tions suffenng from avd stnfc is followmg the Ime 
of these predispositions and is blazing the way for 
the subsequent growth of the law of nations I 
am not one who regards this development of 
American domestic legislation, exemplified by the 
joint resolution of 192a, as a departure from the 
principles of international law or as a reactionaiy 
or backward step The reverse is true. Although I 
have had little occasion to deal with the subject 
of international hvv from an academic newpoint, 
it has happened that at different times during my 
life I have occupied public offices where I came m 
officul contact vvuth mtcmational conditions be- 
fore they were remedied by the beneficent effect 
of the jomt resolution of 1922 and its predecessor, 
the jomt resolunon of 1912. 

I am glad that 1 had a share m the drafting of 
the joint resolution of 1912, and I have studied 
closelv the progress of its remedial effect upon the 
condinons which it was designed to cure, I am 
glad to find that that effect has been bcnefidal By 
our own Government it has been found so benefi- 
cent that m 192a Its scope was extended from civd 
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strife in America to civil strife in certain other 
portions of the world. By 1918 Jts beneficent in- 
fluence was so pcncrally recognized that at the 
^rcat Pan American Conference which was held 
in Habana in that year, all of the nations of this 
hemisphere embodied in the treaty of 1918 as a 
definite and compulsory legal obligation the same 
policy which we had been able in 1912 to initiate 
as a discretionary power of the American Presi- 


dent, 1 believe that this marks the line which the 
law of nations will eventually follow through- 
out the world. When it docs so, I believe that 
international law and practice will h.'ivc achicsed 
another step forward towards the ultimate peace 
of mankind. It is my hope that the decisions of the 
State Department during the past two years will 
be found to have assisted in this beneficent prog- 
ress. 



Part Eleven 

THE THIRD AMERICAN 
REVOLUTION 



INTRODUCTION 


/. THE ELECTION OF FRANKLIN 
DELANO ROOSEVELT 


For AMERICA^s who took pnde in the pos- 
session of their osvn homes and automobiles, 
who sent their children to high schools and 
colleges, who moved m a complex and satis- 
fying soaal round of fraternal meetings, 
church suppers, and outdoor games, to see 
— as Mtis happening so wndely dunng 1930-jj 
—their security shaken, their possessions and 
small savings meinng away, their In’cs be- 
commg more secret and lonely, their children 
leasing home before educations had been 
completed — these svere profound traumatic 
experiences The great majority of Amencans 
Mere the humble, the hard-working, the 
thnfcj' — the ssotkecs, the small farmers, the 
little retailers, professional and technical men, 
the smaller manufacturers It is small ivonder 
that they flocked to the support of the new 
President and his pohaes Frankhn D Rooscr 
velt and the New Deal restored the confi- 
dence of the tj’pical American in himself and 
in his country s desnny. This was achieve- 
ment, eicn if many of the programs failed 
or fell short of their purpose and even if the 
end-results seemed to threaten unknosiTi 
perils, Amencans had at least learned that 
their political mstinidons and Consntuaonal 
processes could bend svithouc breaking, and 
that what a people needed xi-as couraerc — and 
that tbc>’ had. ® 

Tie Campaign of lyja Tlic depression was 
m Its third year uhen the presidential contest 
uf t9ja took place The Republicans renamed 
President Hoover and V,ce President Curtis 
w t icir standard-bearers The Democrats 
nominated Gmemor Frankhn D. Rooscsclt 

and Speaker 

John N Gamer of Texas for the nccTrcsi- 


dcncy Roosevelt's campaign captured the 
country’s imagination Begmnmg in the 
spnng of 193J, he traveled more than ij.ooo 
miles and visited almost every state in the 
Union, and he talked openly and freely of 
fundamental economic problems One clear- 
cut distinction between the positions of the 
nvo candidates quickly began to emerge. 
Hoover attributed the depression to inter- 
naoonal factors, Roosevelt tended to stress 
the difficulties and faults in our own economy. 
It xvas hard to assume — and none but the 
most partisan did so — that Roosevelt was hos- 
tile to the Amencan capitalist sj’stem But 
he did look forward to a capitalist system 
severely modified and limited, hedged around 
closely in the interests of the security of the 
workingman, farmer, small homeowner, and 
small mvestor And its activities were to be 
thrected so completely to the attainment of 
social rather than indindcal ends that to 
many who had been brought up on the con- 
cepts of a laisscz-fairc society and an auto- 
matically self-adjusting economy a real revo- 
lunon threatened. 

Tfie Third Amencan Revolution These, 
as It turned out, were not false prophets A 
revoluDon was started by the New Deal— 
not a revolution in the violent, turbulent 
sense, but a revolution nevertheless The 
whole concept of the state, or naaonal gov- 
ernment, underwent a metamorphosis The 
state had previously been a passive or impar- 
tial force, seeking to stand aloof from the 
contests in the market place, or at best offer- 
ing only Its mediation to see that prjnciples 
of justice and equity were preserved, and it 
had refused to interfere significantly in the 
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interests of the security and the welfare of its 
laboring peoples. Now it became the inter- 
ventionist state. It imposed on the free busi- 
ness enterpriser all sorts of controls and regu- 
lations, it entered openly into business itself, 
often as competitor with private corpora- 
Dons; it used its great fiscal and financial 
powers to redistribute wealth and to create 
income; it committed itself to an elaborate 
program of social security that offered pro- 
tecuon, in time, to the whole population 
against the mischances of unemployment, 
invalidity, and sudden death, and from the 
cradle to the grave. The laissez-faire state 
with only a skeletal apparatus of offices and 
agencies had become the social-service state 
with a vast and intricately contrived and per- 
manent machinery of officials and bureau- 
crats. 

And political power, too, had shifted. Pre- 
viously political power had been in the hands 
of the nruddle class — the industrialists, the 
bankers, the larger farmers. Now political 
power was concentrating more and more in 
the hands of the lower middle class and the 
workers. Those who voted for Franklin D, 
Roosevelt in 1932, 1936, 1940, and 1944 came 
from the smaller farmers throughout the 
country; from the urban dwellers who toiled 
as workers and salaried employees; from small 
distributors, small manufacturers, and those 
on the WPA rolls. Interestingly enough, this 
took place without a break-up and redistnbu- 
uon in national party formations and without 
the appearance of a workingmen’s political 
party. 

From a Nationalist to an Internationalist 


Orientation. Furthermore, the revolution took 
place despite the fact that the pivot of its 
operations changed. The New Deal started 
out by being essentially nationalist in its out- 
look and interests, and conunued so until 
1937. From 1937 on, it became increasingly 
internationalist. And yet the fundamental po- 
litical and social philosophy remained the 
same. The American state Avas to be used for 
secunty and welfare; this could be done by 
re-ordermg our domestic economy without 
any real concern over what was happening 
outside our shores — so ran the thinking and 
planning of the New Deal up to 1937. The 
American state was to be used for security 
and welfare; but we could not be free to 
handle the problems of high employment and 
of improving standards of hving until the 
whole world was made safe from aggression; 
and freedom from want and fear could not 
be assured Amencans unless all peoples were 
similarly guaranteed these rights — thus ran 
the philosophy of the New Deal from 1937 
on. The same groups, by and large, who had 
supported the New Deal in its first stage 
followed its leadership in the second. 

As the presidential campaign of 1932 drew 
out its term, it became apparent that Roosevelt 
was to be elected by an overwhelming major- 
ity. And so It turned out. He received 22,- 
800,000 popular votes to Hoover’s 15,800,000, 
and 472 electoral votes to Hoover’s 59. The 
Repubhean ticket carried only the six states of 
Maine, New Hampshire, Vermont, Connecti- 
cut, Pennsylvania, and Delaware. The Demo- 
crats also elected heavy majorities to both 
houses of Congress. 


2 . THEORY AND TACTICS OF THE NEW DEAL 


Theory of the New Deal, Some of the New 
Deal policies were understood and acted upon 
at once; some were adopted only to be aban- 
doned later; some were ongmally primary 
and then Avere pushed into the background. 
Some Avere improvisations devised on the spot; 


and some Avent as far back as Populism and 
the NeAV Freedom for their inspiration. Al- 
Avays, hoAvever, there e.Msted the thought 
that the responsibihty of public authority for 
the Avelfare of the people Avas clear and that 
the intervention of the state Avas justifiable. 
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The thcorcocal bases of New Deal pobey 
may be put down in this fashion 

I Capital plant at home had presumably 
o\ er-expanded as far as the normal require- 
ments for agricultural and industrial goods 
were concerned, investment therefore was no 
longer to be the exclusne concern of pnvate 
banking This theory was pushed most cner- 
gencally m the field of agriculture, where 
limitation of production became the basis of 
policy That it also w-as extended to industry 
was esidcnt from the codes of “fair compe- 
ntion” written during 1933-35 under the Na- 
tional Industnal Recovery Act Under these, 
many mdustnes, in the process of pobcing 
themselves, were permitted to provide for 
rigorous controls over the use of existmg 
machinery and over new-plant expansion 
The idea also colored trade-union pohey, for 
unions were allowed to impose hmitations 
upon production through so-caUed feather- 
bed jobs, full-ciew requirements, and similar 
devices. From this conception of overexpan- 
sion there followed the New Deal theory of 
social iniestment as complementary and 
sometimes m opposiaon to pnvate mvest- 
ment 

1 Pnees were being “managed,” or they 
were “stick)'” in significant areas of business 
operations The New Deal held that this was 
due to monopolistic practices and to imper- 
fect competition, that is to say, to conscious 
interference with the free movement of paces 
on the part of corporations A bold attack on 
monopoly practices was therefore in order 

3 Labor had an inadequate share of the 
national income on the one hand, and unequal 
bargaining powers in industnal relations on 
the other Both condinons could be remedied 
by compelling the legal rccogmaon of trade 
unions and by legislation fixing mimmum 
w ages and maximum hours of xt ork 

4. Business enterprises in many fields had 
become “o\ ercapitahzed," in the sense that 
their fixed charges due to capital costs were 
higher than would permit the concerns af- 
fected to operate profitably. Since such costs 


did not adjust easily and quickly to changed 
market conditions, the difliculues of total 
market adjustment xvere intensified Debt re- 
visions were therefore m order 

5 The pubhc-utiliues industry, furnishing 
electnc poxver and hght, xvhich was notably 
under corporate control, was not favorably 
disposed to a vast expansion program to reach 
potential users and isolated commimities At 
this point xvas introduced a bold piece of 
social engmeenng — the Tennessee Valley 
Authonty 

6 The toll taken by unemployment, cycli- 
cal as well as technological (although on the 
latter point there was much debate), xvas very 
great. There were ocher insecunties which 
philanthropy and pnvate savings were inade- 
quate to cope with old age, invahdity, child 
dependency, sudden death Secunty to the 
Amencan populanon against these penis was 
a prime concern of govemmenL 

7 There were dark spots in out economy 
inadequate housing for low-income earners, 
the plight of sharecroppers and agncultural 
laborers, unemployed youth Here too xvas a 
field for state intervention 

8 The financial mechanism of banking and 
credit was too jxiwerful an agency to be left 
entirely m private hands. Banking had to be 
made at least a semipubbc function, so that 
banking policy could lead positively m con- 
trolling the ups and doxvns of business fluc- 
tuations 

9 The world market was no longer func- 
tiomng properly, high tariff xvalls, import 
quota s)'stenis, foreign governmental controls, 
and the mampulations of foreign exchange 
prevented the usual absorption of Amencan 
surpluses in foreign trade Our cotton, cereals, 
tobacco, oil, copper xvere pihng up in xi'are- 
houses to derange markets at home Two 
lines of attack xvere indicated controlled pro- 
duction, and the cbminanon of those blocks 
that xvere hindenng the orderly processes of 
world trade 

Tactics of the New Deal So ran the Nexv 
Deal analysis From this there followed cer- 
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tain programs, of winch the following were 
the outstanding. 

1. Tlie restoration and maintenance of 
prices. Many attacks on the problem were 
launched: the dollar was devaluated; gold 
was purchased from abroad; limitations were 
imposed on tlic production of agricultural 
products, petroleum, and coal, codes of fair 
competition in industry were written to 
eliminate cutthroat methods. The greatest 
success was met with in the case of agricul- 
ture, although here crop loans and subsidies 
were also required for the purpose of making 
production control effective. 

2. The reduction of debt Private debts had 
become unduly burdensome, notably within 
the context of a deflationary price situation. 
The New Deal sought to come to grips with 
this problem in two ways- by raising prices, 
and by writing down the face value of debt 
in places where price change itself could not 
be entirely and immediately effective. For 
agriculture it created a new fiscal agency (the 
Federal Farm Mortgage Corporation) which 
was to make possible the exchange of pri- 
vately held agricultural long-term paper for 
semipublic (or public-guaranteed) paper. For 
homeowners it created a new fiscal agency 
(the Home Owners’ Loan Corporation) for 
a similar purpose. For businessmen, corpora- 
tions, and municipahties, it radically changed 
the bankruptcy law to permit those who were 
insolvent to come to an understanding with 
their creditors quickly and at small legal cost. 

3. The revival and expansion of credit. To 
pump short-term and long-term funds into 
enterprise, state intervention was imperative. 
The commercial banks, because of their non- 
liquidity, were not in a position to extend 
loans for working capital. The agencies of 
long-term credit — ^savings banks, insurance 
companies, trust companies, title and mort- 
gage companies — seeing their earlier invest- 
ments unproductive, feared to assume further 
risks. The New Deal jumped into the breach. 
It expanded the powers and operations of the 
Reconstruction Finance Corporation (created 


in 1932 to open commercial banks and help 
them achieve liquidity quickly). It established 
virtual public control over the Federal Re- 
serve System, so that the sj^stem could be 
induced by government policy to c.xpand 
(and contract) credit. It obtained for the 
Board of Governors of the Federal Resenx 
System the power to lower (and raise) the 
minimum legal reserves required of member 
banks. It got for the same agency the right to 
raise (or lower) the margin requirements for 
security purchases, thus controlling to an ex- 
tent the amount of credit flowing into brokers’ 
loans. It used the Reconstruction Finance 
Corporation to make direct loans to private 
business and to municipahties and other public 
corporations for housing, electric power 
plants, and the like. 

4, The raising of the purchasing power of 
labor. Labor, confronted by shrinking op- 
portunities of employment, was forced to sell 
its services cheaply. Sweated industries had 
reappeared and child labor had increased. The 
key to the rehabilitation of labor was to be 
chiefly its own united strength. The National 
Labor Relations Act therefore ordered em- 
ployers to bargain with the workers’ own 
trade unions and to give up practices that 
prevented labor organization. Closed shops 
became more and more common; and also 
industrial practices and standards were modi- 
fied and improved through labor-management 
cooperation. To defend those incapable of ef- 
fective organization — children, women, the 
unskilled — minimum-wage and maximum- 
hour legislation and the abolition of child 
labor were aimed at. After several failures 
these objectives were achieved in the Fair 
Labor Standards Act of 1938. 

5. The relief of the needy, the protection 
of dependents, and social security. Wholesale 
unemployment, illness and invalidity, and the 
unrest of youth were the results of the de- 
pression, TTie relief of distress was an im- 
minent public duty, and the New Deal ex- 
perimented with this problem in many ways. 
It lent generously to the states for straight 
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outdoor rcbcf It created a federal agency 
(the Pubhc Works Administration) to c.ttend 
credit to public and quasi-pubbc authonties 
to finance long-term pubhc construction 
projects It wrote Soaal Sccunty legislation 
under uhich direct federal appropriations 
and federal matching grants-m-aid were made 
to the states to provide for the unemploy- 
ables and the permanendy needy (the aged, 
the blind, dependent and crippled children) 
It devised a significant code under which, as 
a result of contributions by employers, un- 
employment funds were built up m the 
states, and also, from equal contributions by 
employers and workers, an insurance fund 
from which were to be paid annuities to 
workers upon retirement. It created work for 
the temporary needy and uncmplo3’ed m 
short-term projects financed by the Federal 
government (under the Works Progress Ad- 
ministration) 

6 The construction of homes The New 
Deal recognized that the buildmg of decent 
homes for low-income earners was an out- 
standing social need, it therefore established 
an agenc)' (the Umted States Housing Au- 
thority) which, with government financmg 
and subsidies, was to assist quasi-pubhc au- 
thorities to create low'-cost housmg 

7 The protection of the investor and the 
saier To defend the property nghts of the 
American investor the New Deal set up the 
Securities and Exchange Commission and 
gaie It wide powers to supervise the issuance 
of new securities bj' corporations, to obtain 
for imcstors adequate mformaaon about the 
financial practices of corporations and their 
directors and officers, and to regulate the 
funaiomng of brokers and the securitj’ ex- 
changes, or markets, themselves. Similarly, 
the Federal Deposit Insurance Corporation 
was detised to guarantee deposits in savings 
banks accounts up to $5,000. 

8. The rehabilitation of the electric power 
indiistri Believing that an outlet for savings 
and a work of social reconstruction could be 
achieved m an expanded electric light and 


power mdustrj', the New Deal created the 
Tennessee Valley Authonty The stated pur- 
poses were the rehabihtation of the popula- 
non of the Tennessee Valley and the estab- 
lishment of an experiment m the pubhc opera- 
tion of electnc hght and power Focusing its 
attention on this industry as an example of 
bankmg domination, the New Deal also pro- 
vuded for the ehminaaon of unnecessaiy hold- 
mg compames 

9 The revival of foreign trade The dechne 
of foreign trade was a characteristic of our 
unbalanced economy. The New Deal sought 
to revive American overseas commerce, and 
for this purpose it created the Export-Import 
Bank to finance the flow of goods and even 
to extend credits to foreign gov^emments But 
the New Deal was equally mtercsted m the 
restoration of world trade generally Congress 
was therefore prevailed upon to permit the 
writing of reaprocal trading agreements wnth 
foreign nations as an execuave function 
Through the agency of the State Department 
(and without Senate participation) a large 
number of such commercial treaties wtis 
drawn up, the net effect of which was the 
measurable lowenng of tariff bamers These 
agreements also contamed most-favored- 
nation clauses 

10 Pump pnming When private enterprise 
failed to respond immediately or when busi- 
ness acovity became sluggish, the New Deal 
proceeded to lend and spend This it called 
“pnming the pump”, in other words, the Fed- 
eral government boldly engaged m defiat 
finanang in an effort to raise naoonal income. 
It lent to distressed banks, railroads, insurance 
compames, mortgage corporations, and m- 
dustnal concerns, and to farmers, homeown- 
ers, the states, mumcipalines, and ncwlv cre- 
ated public authonties It spent — by subsi- 
dies, grants-m-aid, outnght appropnanons — 
m order to rehabihtatc marginal farmers, to 
finance the building of ships, to tear down 
slums and put up low-rent housing, to furnish 
old-age pensions, to construct pubhc build- 
ings, and to provide flood control, roads, and 
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reforestation. It not only gave people work, but 
at the same time added to the social wealth of 
the nation. This meant a steady increase in 
the national debt, a situauon which the New 
Deal faced with equanimity because its theory 
of deficit financing was based on the premises 
that governmental spending made for an in- 


crease in national income and that an increase 
in nauonal income made greater taxation pos- 
sible. The nation was going into debt, it was 
true; but the debt was largely held at home, 
and, as a result of the debt, the countty’’s 
assets had been increased. (So argued, at any 
rate, these new economics doctors.) 


s. THE NEM^ DEAL AGENCIES 


Such were the general New Deal policies 
and tactics designed to restore the American 
economy and make possible its smooth func- 
tioning, this ume with more equity as far 
as the great masses of the country’s popula- 
tion were concerned. A fuller description of 
some of the legislative enactments and the 
agencies set up is now in order. 

Agrtcitlttne. Because its condition was crit- 
ical, agriculture received the immediate, and 
the continuing, attention of the New Deal. 
The goals for recovery and reform were 
the following- (t) The establishment of par- 
ity prices, that is, die restoration of the 
farmer’s purchasing power to the position it 
had held m the immediate prewar years. The 
period of August, 1909, to July, 1914, was 
fixed on as die base period, the assumption 
being that at that time the prices farmers paid 
were in balance with the prices they received. 
(2) The cstablisliment of parity income. This 
concept later on replaced the concept of par- 
ity prices. It was the intention of the Depart- 
ment of Agriculture to obtain for agriculture 
the reladve income, as compared with total 
national income, which it had been receiving 
in the prewar years. (3) The adjustment of 
farm production to meet market requirements. 
This meant chiefly adjustment to domestic 
consumption. Producuon was therefore cur- 
tailed and where surpluses appeared, they 
were to be held off the market by means of 
government loans. Justificadon for this at- 
titude was subsequently found in the concept 
of the “cvcr-noimal granary.” (4) Soil conser- 
vation and improvement of land use. (5) Debt 


reduction and security against foreclosure at 
die hands of mortgagees (6) Rural relief and 
rehabilitanon for submarginal fanners and 
tenants. 

The first legisladvc enactment to carry out 
the major intenuon of diis program was die 
Agricultural Adjustment Act, which was 
passed in May, 1933, and condnued on the 
statute books unul Januarj', 1936. It must be 
repeated that the underlying conception was 
that agricultural distress was due to overpro- 
duction, not to underconsumption; therefore 
the growers of the basic staples were to be 
induced to restrict plantings, uldmately on 
the basis of a quota system. As compensadon 
they were to receive subsidies (‘‘benefit pay- 
ments”) and crop loans, the government hold- 
ing the surpluses off the market. This was for 
die purpose of raising the prices of agricul- 
tural goods; and they were raised. The origi- 
nal AAA tied together the subsidies widi a 
processing tax on millers, meat packers, cot- 
ton gmners, and so on, and, principally for 
this reason, was found unconstitutional by 
the Supreme Court. 

To get around the objections of the Court 
dicrc were passed the temporary Soil Con- 
servation and Domestic Allotment Act of 
1936 and the Agricultural Adjustment Act 
of 1938. In both these measures the justifica- 
uon for governmental action was found in the 
necessity for protecting the land resources of 
the nation and for encouraging the utilization 
of improved methods of cultivation. Again 
subsidies — this time directly — and crop loans 
were to be the basic instruments for obtaining 
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compbancc The purpose of the comtnodity 
loans was to lay a floor below which farm 
pnccs could not fall 

Other major agricultural programs have 
already been nouccd The Emergency Farm 
Mongagc Act of 1933 was followed by the 
Farm Mortgage Rcfinancmg Act of 1934, 
which created the Federal Form Mortgage 
Corporaoon, under the durecaon of the Farm 
Credit Admimstranon The FFMC was given 
a revoUnng fund of two bilhon dollars in 
bonds, guaranteed as to principal and mterest, 
which It could exchange for the bonds held 
by federal land banks and which it also could 
invest directly in farm mortgage loans The 
FFMC succeeded m obtaining mterest reduc- 
Dons and in scahng down the principal of 
farm obligations After a senes of unsuccess- 
ful expenments with resettlement projects, 
the Farm Security Administration was finally 
set up in 1937 to devise ways and means of 
bnngmg relief to distressed small farmers 
and agncultural laborers, the chief method 
employed was rchabihtation through social- 
sen ice activities This, too, worked out well 

Industry The revival of industry was to be 
pushed chiefly through price-ratsmg expedi- 
ents, but industry was to police itself, in 
order to eliminate unfair methods of compe- 
tition Despite the fact that a major com- 
mitment of Amencan industrial pohey was 
the Sherman Anti-Trust Act, the New Deal 
was prepared to welcome the cartelization of 
Amencan business For this purpose, the 
National Industnal Recovery Act was passed 
in June, 1933 ft set up a National Recovery 
Administration, under whose aegis every 
branch of Amencan business was to form 
code authorities, and these code authonties 
were to draw up pnnciples and pracuces 
guaranteeing "fair competition ” Most of 
these codes, when completed, incorporated 
methods for establishing minimum pnccs and 
rcstncting production In May, 1935, the 
Supreme Court— incidentally, to evciymne’s 
relief — found the NIRA unconstitutional on 
tlirce grounds that Congress could not dele- 


gate Its legislative powers to pnvate individ- 
uals, that IS, the code authonties, that the 
Federal government could not legislate about 
mdustrial practices if these practices did not 
durectly affect mterstate commerce, and that 
a national emergency did not exist. The ad- 
ministration then returned to a vigorous en- 
forcement of the antitrust laws 
Labor. The NIRA had mcorporated and 
had made possible the establishment of certam 
fundamental nghts of labor Section 7(a) of 
the law had given workers the nght to estab- 
lish collective-bargaintng agencies of their 
own choosing and had promised them tniru- 
mum rates of pay, maximum hours of work, 
and other safeguards The forty-hour week 
was generally established, mmimum wages m 
most industnes were put at between $ii and 
$15 a week, and the labor of children under 
sixteen years was banned 
The outlawing of the NIRA by the Su- 
preme Court compelled the writing of new 
labor enactments These took the form of the 
National Labor Rekoons Act in 1935 and the 
Fair Labor Standards Act (Wages and Hours 
Act) m 1938 The first was a great mumph 
for the country’s workers and, indeed, was 
one of the outstanding achievements of the 
New Deal It was frankly labor-onented m 
that It was concerned only with industry’s 
duties toward the workers employers were 
obliged to bargam collectively with their em- 
ployees and to give up all those mdustnal 
practices which might prevent the employees 
from properly reabzing the objective of free 
trade-uraomsm A specified number of unfair 
practices on the part of employers was ac- 
cordingly rendered illegal Also, when the 
workers Mere ready, they could call for an 
election to determine which trade umon was 
to represent them in their negotiations with 
the employers And finally, the National La- 
bor Relations Board was set up, with wide 
powers. The board could decide which was 
to be the appropnate umt for the purposes of 
collective bargaining, that is, whether the unit 
was to be an employer umt, a craft umt, a plant 
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unit, or even a regional unit. The board was to 
conduct elections. It was to certify the trade 
unions duly chosen by die majority of work- 
ers involved as exclusive bargaining agencies. 
And it was to prevent unfau: labor practices 
by the use of quasi-judicial powers similar to 
those e.xcrcised by the Federal Trade Com- 
mission in its own field. 

The NLRB quickly received the coopera- 
tion of most employers. In a group of notable 
decisions in 1937, the Supreme Court vali- 
dated the law. Indeed, the Court stretched the 
Constitutional concept of “interstate com- 
merce” to such a degree that the NLRB’s 
inten'ention in all labor disputes was made 
possible. Labor itself rose to its opportunity, 
and whereas in 1929 there were only 4,330,000 
trade umonists in the country, at the end of 
the 1930s their numbers exceeded 11,000,000. 
Improvements in wage rates followed; and so 
did improvements in industrial relations, the 
outstanding new development being labor- 
management cooperation. 

The Fair Labor Standards Act of 1938 was 
one of the country’s most important pieces 
of welfare legislation. It established the forty- 
hour week, with ume and a half for overtime, 
for all the country’s industries. It provided 
for the creation of boards in all trades and 
businesses, which from time to time were to 
draw up minimum v'age scales in order to 
“reach . . . the objective of a universal mini- 
mum wage of 40 cents an hour for each in- 
dustry.” And it virtually made possible the 
abolition of child labor by departmental order 
(in this case, the order of the Department of 
Labor). 

Social Security. The Social Security Act of 
1935 (amended in 1939) permitted the United 
States to catch up with those European coun- 
tries that had pioneered in the field of social 
security some twenty-five years earlier. The 
act made provisions for the following: ( i ) An 
Old-Age and Survivors’ insurance program, 
administered by the Federal government. 
Many categories of workers, in establish- 
ments employing eight or more persons, were 


to be assured retirement allowances at sixtj'- 
fivc years of age and after. The fund was to 
be built up by matching contributions from 
the workers and employers; and this contri- 
bution was initially put at 1 percent, for each, 
of wages and earnings up to $3,000 a year. 
Benefit payments were to be based on marital 
status, length of coverage, and the size of the 
over-all contributions. Dependent survivors 
were also to be provided for. (2) A program 
of unemployment compensation, to be ad- 
ministered in every case by the states them- 
selves. Through the agency of a federal pay- 
roll tax of 3 percent on payrolls, as a compul- 
sory device, states were to be encouraged to 
set up unemployment-insurance schemes. It 
is enough to say that aU did so; that in most 
cases the contributions to the maintenance of 
these funds were coming from the employers 
alone; and that benefit payments ran from 
fourteen to sixteen weeks, with an initial 
maximum weekly benefit of about $15 and a 
minimum weekly benefit of $5. (3) Federal 
grants to states, more or less on a matching 
basis, to take care of outstanding problems 
of dependency. These included assistance to 
the needy aged, the needy blind, and to chil- 
dren under sixteen deprived of parental sup- 
port; and also grants for tlie establishment of 
maternal and child-health ser\'ices, medical 
and other services for crippled children, and 
welfare services for the care of homeless, 
dependent, and neglected children. A Social 
Security Board was provided to administer 
most of the provisions of the law. In May, 
1937, in three important decisions, the Su- 
preme Court gave its stamp of approval to 
the Act. 

Currency and Credit. Currency expansion 
and bank-credit inflation xvere major preoc- 
cupations of the New Deal. In April, 1933, 
the United States formally went off the gold 
standard when an executive order stopped 
the free movement of gold both within and 
without the country. Congress gave its au- 
thorization through the passage of the Gold 
Repeal Joint Resolution of June, 1933, wliicli 
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canceled the gold clause m all federal and 
pn^tc obligations A step in the direction of 
increasing the amount of money in circula- 
tion lias taken with the passage of the Thomas 
Amendment to the AAA m May, 1933 This 
permitted the President to issue up to $3,000,- 
000,000 worth of United States notes, to re- 
duce the gold content of the dollar as much 
as 50 percent, and to accept silver from for- 
cign governments on the account of the in- 
tergovernmental debts, as well as to buy 
Amencan-mined silver In January, 1934, 
Congress enacted the Gold Reserve Act, and 
under it the President fired the value of the 
dollar at 59 06 cents in terms of its old panty, 
in other words, the government was per- 
mitted to buy gold anywhere at $35 an ounce. 
The hopes here were two to push prices up 
by devaluation and to give the Umted States 
an advantage in foreign trade. 

Bank-credit expansion was baked with 
banking reform The Banking Act of 1933 
and the Banking Act of 1935 provided for 
the following changes in the country's bank- 
ing policy (i) A Federal Deposit Insurance 
Corporation, already referred to, was set up 
(1) Banks belonging to the Federal Reserve 
Sj'stem were to cut themselves off from their 
secunnes affiliates (3) The government's hold 
on the Federal Reserve System was greatly 
extended through the creation of the Board 
of Governors of the System, all of whom 
were to be appointed by the President. 
(4) The Open-Market Committee was to be 
dominated by the Board of Governors and 
was to have control over the powers of ex- 
panding and contracting credit. (5) The 
Board of Governors was also given the right 
to raise (or lower) reserve requu-ements of 
member banks and to raise (or loner) margin 
requirements on sccunty purchases. Credit 
expansion was pushed also through govern- 
ment loans, notably by the use of the 
RFC 

Ptnrer and Housing. The Tennessee Valley 
Authont)' nas established in May, 1933, its 
powers ha\e been alluded to above. In the 


domain of power control, extensive reforms 
were launched The Pubhc Utihty Act of 
1935 had two functions to e.xpand the au- 
thority of the Federal Power Commission 
over all utihties transmittiog electncity across 
state hnes, and to give the SEC the right to 
put an end to holdmg compames in the utdity 
field 

Many acts were passed in the field of hous- 
ing The Home Owners’ Loan Act of April, 
1934, came to the rehef of existing and 
xvould-be small homeosvners, by permittmg 
the refinancing of outstanding mortgage debt 
and by creatmg facdides for the financing of 
neiv home construenon. The Naaonal Hous- 
ing Act of June, 1934, set up the Federal 
Housing Administration to standardize meth- 
ods of construction and financmg for multiple 
dwellmgs The Umted States Housing Au- 
thority (under an act of 1937, amended in 
1938) was to make loans to local pubhc bodies, 
created by state law, to provide low-rent 
housing and slum clearance. 

Vuhhe IForfef and Hehef The New Deal 
sought to stimulate recovery by embaikmg 
on elaborate pubbe-works projects For this 
It received authority m the Nanonal Industrial 
Recovery Act, and the Public Works Ad- 
nunistranon was accordingly set up and given 
$3,000,000,000 But the programs moved tar- 
dily, with the result that in 1935 adminis- 
tration began to put its reliance increasmgly 
on the less expensive “made-work” projects 
of the Works Progress Administration It xvas 
a considerable length of time before a proper 
program was devised to handle the case of the 
temporarily unemployed In May, 1933, the 
Federal Emergency Relief Administration was 
set up, in October, 1933, there appeared the 
Civil Works Administration, and finally, m 
July, 193J, the Works Progress Administra- 
tion The WPA functioned well, not only 
making possible considerable additions to pub- 
lic plants but also providing employment as a 
substitute for outdoor relief As for the un- 
employables, they were bemg handled by 
local home-rehef agenaes. 
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Financhig the New Deal. The New Deal 
sought to cliann back recover)' by lending 
and spending on a .\ast scale. Up to 1935, the 
government made no serious effort to finance 
its spending program through taxation, and 


though after 1935 there was a good deal of 
tinkering XMtli revenue acts, no new tax ave- 
nues were really explored. Deficit financing 
meant chiefly federal borrowings, as a result, 
the national debt steadily mounted. 


THE PROGRESS OF RECOVERY 


The Cotirse of Busniess. The New Deal’s 
spending and casy-money programs and its 
own confidence in the essential soundness of 
America’s institutions slowly spread the proc- 
esses of revival. Agriculture was the first to 
respond, but the countrj'’s industry was not 
slow to follow, so that up to the midsummer 
of 1937 (c-'kcept for a brief recession in 1934) 
the course of business activity moved upward. 
By 1937, the general level of production 
reached the average normal of the 1920s. This 
is not to assume that recovery was complete, 
for it was not. In fact, recovery was slower 
in the United States than in any other in- 
dustrial country. Thus industrial production 
was almost as high as it had been in 1929; 
but on the basis of past performances it should 
have been higher, for the population of the 
country was greater and the rate of produc- 
tivity in industry was perhaps 25 percent 
higher. 

The upshot was that the spring of 1937, 
according to the American Federation of 
Labor’s estimates, still saw 9,700,000 ' persons 
out of work. Why was this^ A number of 
reasons may be adduced, (i) The govern- 
ment’s spending and lending policy frightened 
off new business investment. To this degree 
the popular charge that there xvas a strike 
of capital xvas true, (2) Whereas labor had 
before been receiving an inadequate share of 
the national income, under the New Deal its 
share probably was too great. This increased 
the costs of production (3) There was no 
real revival in our foreign trade, largely be- 
cause of the national-economic policies pur- 
sued by most of the countries of Europe. 

In agriculture, thanks to the subsidy, loan. 


and controlled-production measures of the 
New Deal, definite improvement had oc- 
curred. In 1932 the cash income from the sale 
of farm products had been 54,300,000,000, in 
1937, the income from sales and government 
payments was $8,500,000,000 (government 
payments, or subsidies, were in the neigh- 
borhood of 5500,000,000 yearly). The ratio 
of prices received to prices paid — the index 
of agricultural well-being — had moved up 
heartcningly. In 1932 the ratio stood at 61; 
that is, the farmer’s dollar, in terms of the 
goods and services he could get for it, was 
worth 61 cents. In 1937, stood at 

93. Farm real-estate values also mounted. 

The National Income. Also, by 1937 and 
again by 1939, the country had recovered 
much of the position lost as a result of the 
depression in terms of its national income. 
From the low of 40 billions of dollars reached 
in 1932, national income went up to 71.2 bil- 
lions in 1937; and after the recession of that 
year, national income was restored to 69.4 
billions in 1939. But this did not bring the 
country back to where it had been before 
the depression had set in; the reasons were 
that the population had increased by ten mil- 
lions in the decade since 1929 and that the 
productivity of the nation’s industrial plants 
had also improved. That is to say, if the re- 
covery had been complete and full use of 
the nadon’s manpower and resources had 
been made, the real income should have been 
in the neighborhood of at least 100 billions of 
dollars. 

Effects of Deficit Financing. In another 
area the success of the New Deal’s policy was 
only of mixed character. It has already been 
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pointed ont that the New Deal was spending 
large sums of money Government bonds, 
bills, and notes for these sums flowed mto 
the banhs The Board of Governors of the 
Federal Reserve System then follow ed a cheap 
money policy They bought government bills 
and notes, and this led to an mcrease m 
the reserves of the member banks Member 
bank reserves also grew through the inflow 
of gold from abroad By these processes, the 
base of the credit pjTamid was expanded It 
w as hoped that increased reserves would lead 
to increased bank deposits (as a result of 
commercial loans made by banks), and that 
increased deposits would lead to an expansion 
of employment and therefore greater spend- 
ing 

But It did not work out that way Deposits 
did grow because of government defiat fi- 
nancing The banks, however, showed their 
increasing deposits m their investment port- 
folios rather than their loan ponfohos Tbey 
were m other words, mamtaimng themselves 
m an amazingly liquid form, and the first hint 
of contraction of business encouraged them 
to liquidate their loans and discounts Also, 
government’s unbalanced budget and its taxa- 
tion of corporate profits, without making due 

j-. THE COST OF 

The Debt What did all this cost? From 
1930 on, the road of deficit financing had been 
pursued — the New Deal notably stepping up 
the tempo after 1933 — so that in the 1930s 
the federal debt was increased from about 16 
billions of dollars to more than 40 billions 
During the first jears of the decade, the 
defiats which the Federal government en- 
countered resulted from a decline in receipts 
from tax sources, whereas, under the New 
Deal, they had resulted rather from an in- 
crease in expenditures During the years 1931- 

1933 federal expenditures were in the neigh- 
borhood of 4 bilhons of dollars annually, m 

1934 they were 6 bilhons, and in 1937, 8-4 


allowances for losses, led to a growing con- 
servatism on the part of businessmen as far as 
the mcepnon of nsk-takmg enterprise was 
concerned It may be said, very properly, that 
there was a strike of capital — but this was 
not due so much to pohacd hostihty as it was 
to the uncertainties and the fears possessmg 
business. The New Deal, in other words, ap- 
peared to be mcapable, by its fiscal pobey, of 
restonng that confidence in the busmess com- 
mumty that was really the basis of a real 
rcvivak 

The key to the New Deal successes was 
therefore this it svas to be found not nearly 
so much in new capital borrowmgs by busi- 
ness or m any real expansion in bank credit. 
It was due largely to deficit finanemg, and 
when New Deal spending slowed down — as 
happened from midsummer 1937 to late spring 
1938 — then a real business recession set in 
Only the resumption of a spending pobey 
on the part of the New Deal made possible 
the revival of the summer of 1938 And the 
great war expenditures that began to appear 
with 1940 accounted for the impressive in- 
creases m industrial production and national 
income and for the ebminaoon of unemploy- 
ment. 


THE NEW DEAL 

billions. The New Deal insisted that the defi- 
cit was not entirely incurred because of 
“made-wmrk” actrvines Thus for the yean 
1931-38 the total deficit was 20 billions But 
against this amount were to be balanced assets 
arising from recoverable loans and expendi- 
tures on pubbe-works construction, these 
came to it bilhons of dollars 
Taxes At the same time that defiats in- 
creased, so did taxes Federal taxes m 1931 
came to 2.7 billions of dollars, in 1938 they 
stood at 5 9 billions In 1931, federal taxes 
represented 4.5 percent of national income, 
whereas in 1938 the percentage xvas 9 5. 
Income-tax rates were pushed up, and m 
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1936, as a furtlicr tax on corporations, an 
undistnbutcd-profits tax was levied. Rccausc 
of the great hostility engendered, this device 
was abandoned in the Revenue Act of 1938- 
In 1930 at least 95 percent of all federal tax' 
revenues were produced by income taxes, 
tobacco taxes, and customs duties; m 1938, 
these sources contributed 58 percent. The 
New Deal developed new tax sources, notably 


manufacturers’ excise taxes, liquor taxes (be- 
cause of repeal), and payroll ta.^es. 

At the same time, it is important to note 
that the Federal government xvas not called 
upon to pay as much, proportionately, for its 
borrowings. The yield on United States gov- 
ernment bonds was 3.65 percent in the second 
quarter of 1929 and only 2.7 percent in the 
last quarter of 1937. 


6. LABOR UNDER THE NEW DEAL 


In one sector there were real gains: organ- 
ized labor grew, its rights were being safe- 
guarded, and It was being paid better than 
ever before in its history. Too well, in fact, 
some authorities were prepared to argue. In- 
terestingly enough, one of the important 
reasons for the extraordinary increase in 
trade-union membership (the other was the 
National Labor Relations Act) was the break- 
ing out of a bitter internecine, schismatic 
dispute within the American Federation of 
Labor. 

The CIO. The leader of the sclusmatics was 
John L. Lewis, the ambitious and dynamic 
head of the United Mine Workers. The 1920s 
had seen a slackening of elTort on the part of 
trade-union leaders. They had become in- 
volved in business investments, had frowned 
on social-security programs, and xvere in- 
capable of coping with or indifferent to the 
great horde of the unorganized in the mass- 
production industries. One of the important 
reasons for this xvas that most union leaders 
were spokesmen for highly skilled crafts- 
men xvho xvere fearful of the inroads being 
made into their own special interests by the 
assembly-line technique. John L. Lewis did 
not belong m the company of these less alert 
leaders. He had taken advantage of Section 
7(a) of the NIRA to press unionization in 
the coal industry. He was more sympathetic 
to the problems of the xvorkers in the mass- 
production industries (steel, automobiles, 
rubber, oil refining, aluminum) because so 


many of his own members were more and 
more entering the class of semiskilled. 

In any event, Mr. Lewis challenged the 
top leadership of the A.F. of L. at its 1935 
convention when he forced a vote on a reso- 
lution demanding that organizational work be 
pushed on industrial lines in the basic indus- 
tries instead of on craft lines. This meant that 
all men in the automobile industr}^ for exam- 
ple, were to be organized into an automobile 
union, instead of being unioni'zed as machin- 
ists, teamsters, stationary engineers, and the 
like. Mr. Lewis was defeated, but he found 
enough support at the convention to encour- 
age him to form the Committee for Industrial 
Organization within the A.F. of L. Tlic CIO 
went ahead and, before 1936 was over, it had 
the backing of ten national and international 
unions, some of xvhich had begun on their 
own account to do missionary work among 
the unorganized. 

This led to open warfare. In 1936 the execu- 
tive committee of the A.F. of L. suspended 
the ten unions that had joined the CIO, the 
next year the A.F. of L. convention author- 
ized the e.\pulsion of those unions xvhich re- 
fused “to return to the ranks of our move- 
ment.” Nine of the unions were so expelled 
m 1938, and the gage of battle xvas down. 
Lewis accepted it xvhen he and his followers 
formally met in convention late in 1938 and, 
in November, see up the rival body of the 
Congress of Industrial Organizations. To a 
great extent the A.F, of L, clung to its basic 
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role of organizing the skilled workers in craft 
unions, disregarding Industnal groupings, 
while the CIO devoted itself to industrial 
unionism without paying attention to craft 
differences. But this did not prevent both 
bodies from cutting across the Imes, so that 
a certain amount of dual unionism developed 
What UTis profoundly significant was that 
the A F. of L. became a fighting organization 
and explored the new opportunities for umon- 
izanon as energetically as did the CIO As a 
result, great gams were won by both, and 
when Pearl Harbor struck, each could claim 
at least 4,000,000 ducs-paying members 
CIO Successes The CIO's initial successes 
were unprecedented It went into automo- 
biles, revitalized the Umted Automobile 
Workers of America (which had been estab- 
lished in 1935), and challenged at once one 
of the greatest citadels of industnal power m 
the country, the General Motors Corpora- 
tion. In December, 193d, stnkes were called, 
and the sit-down (subsequently declared il- 
legal) was used with telling effect. After forty 
da)’S of bitter struggle. General Motors gave 
in and signed an agreement recognizing the 
union as the bargaining agency for its mem- 
bers in all the company’s plants. The other 
automobile companies except Ford fell mto 
line; even Ford capitulated in time. Next came 
steel, where a Steel Workers’ Organizing 
Committee was formed, mitially largely fi- 
nanced by the coal miners. Steel had been 
the hardest nut for trade unionism to crack 
as far back as 1891, when the disastrous 
Homestead Strike had destroyed the workers’ 
orgamzanon So completely did the SWOC 
do Its work in the case of so-called Big Steel 
that m March, 1937, mthout a strike, the 
Umted States Steel Corporation signed an 
agreement much like that of the automobile 
industry' But the newer steel companies — 
they were called Little Steel and included the 
Republic Steel Corporation and the Bethle- 
hem Steel Corporation — refused to yield, and 
bitter strikes suept tlie steel regions during 
May-July, 1937, Violence on both sides was 


common, wth a good deal of vigilantism 
present The stubborn resistance of the Little 
Steel leaders led to the failure of the strike 
m July. Other mdustrial areas where the CIO 
umons were successful were the Eastern 
mantime workers, the Western longshore- 
men, the rubber workers, and the aluminum 
workers 

A F. of L. mi CIO Fivahy Meanwhile, 
the nvalry betw'ecn the AT of L and CIO 
grew m intensity Both engaged in mutual 
reenmmanons, the AF. of L. being charged 
with giving haven to racketeers, and the CIO 
being charged with permitting communists to 
infiltrate its ranks Both charges were true 
TTie driving ambmons of John L. Lewns at- 
tracted general attention, and his mterests and 
pretensions were frequently associated with 
the purposes of trade umomsm in general In 
the second Roosevelt administration his ardor 
toward the New Deal cooled and he openly 
broke with the President, supporting Wen- 
dell L. WiUkic in 1940 His tactics estranged 
one of his best supporters, the International 
Ladies Garment Workers, and this umon left 
the CIO and rejomed the AT of L. in 1940 
Mr Lewis found mcreasmgly less support 
among QO umons, and the personal bitter- 
ness that developed led to a strange move on 
his part He -withdrew from the CIO m 1942, 
and m 1943 made application for readmission 
to the AF of L.' In 19411, the miners were 
back in the fold again The AT of L. 
contmued under the leadership of William 
Green, and the QO was now led by Philip 
Murray, who had been one of Lewis’s vice 
presidents m the coal mmers’ umon. 

The possibibty of fusion tvas remote, al- 
though It IS important to note that the nvalry 
between the nvo bodies occupied relatively 
little of the energies of trade-umon leaders 
Trade unionism in the country went ahead on 
seven-league boots, m many industnes ob- 
taimng virtually 100 percent membership and 
xvnting closed-shop agreements with increas- 
ing frequency This, then, was one of the 
outstanding— if not the most iromcal— 
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achievements of the New Deal, it Itad made 
tlie American w orkers completely trade-union 
conscious and liad converted them (except, 
perhaps, for the Australasians) into the most 
militant body of organized workers in the 
world. The trade unionists of the United 
States w'crc not radical politically, only a 
small minorit)’- supporung a program of even 
mild state socialism; they were not entering 
politics as workers in their own parucs; but 
they did fight constantly for improvement 
in working conditions. This xvas particularly 
true in connection with wage rates. 

IFager and Productivity. Trade-union suc- 
cesses mav have been too great as far as the 
effects on the total economy xvere concerned. 
Professor Sumner H. Slichter, for example, 
w'as able to argue tliat wage rates w'ent up 
much more sharply than did productivity, 
the result being excessive additions to cost. 


This W.TS likely to make the business enter- 
priser embarking on new' ventures more cau- 
tious than he would ordinarily be. Professor 
Slichter pointed out that in the period 19:1- 
26 physical productivity per man-hour in 
manufacturing increased 4.3 percent a year; 
in the period 1933-37 •^he increase w'as only 
1.7 percent a year. Also, between 1921 and 
1926, hourly earmngs in manufacturing rose 
84 percent; between 1933 and 1937, they rose 
40 percent. Said Professor Slichter: “Physical 
productivity per man-hour grew twice as fast 
after 1921 os after 1933 or 1934, but w'age 
rates w’cnt up twice as rapidly m the second 
period as in the first. These differences were 
not entirely compensated by price move- 
ments.” And he came to this position' “For 
the time being, how'cver, one must conclude 
that the spread of umonization tends to re- 
duce the marginal return of capital.” 


7. THE NEW DEAL CONTINUES IN LOWER 


The CtrmpaigJt of ipyS. The hostility to 
the New' Deal, parucularly as recovery con- 
tinued on Its uneven w'ay, became more out- 
spoken; but to organize tliis opposition was 
not easy. Nothing proved this moic surely 
than the outcome of the presidential election 
of 1936. The Republicans had met first in 
June, 1936, and had come out flatly against 
the New' Deal and all its w'orks. Their plat- 
form opened widi the w'ords, “America is m 
peril,” and in this spirit they submitted the 
principles and the achievements of die New 
Deal to a bitter arraignment. While there had 
been a good deal of preconvention scrambling 
for votes, there w’as no real opposition to the 
candidacy of Governor Alfred M. Landon of 
Kansas. He xvas named on the first ballot, and 
xvith him xvas nominated Frank Knox of Il- 
linois for the vice presidency. 

Mr. Roosevelt dominated the proceedings 
at the Democratic convention, although he 
did not appear in person. The New Deal xx'as 
in a defiant mood because of Supreme Court 


hostility (the Court had found unconstitu- 
tional the NIRA and the AAA, among odicr 
measures) and the growing disapproval of 
the business communit)'. It challenged both 
and pledged the administration to a continu- 
ing fight on “the activities of malefactors of 
great xvealth xvho defraud and exploit the 
people.” President Roosevelt and Vice Presi- 
dent Garner xvere renominated by acclama- 
tion. Victor)' at the polls xvas achieved as 
easily. Labor flocked to the defense of the 
Democratic ticket, xvhilc the Republican 
cause xvas not aided by the support of those 
unreconstructed conservatives who refused to 
see that trade unionism and social security 
had come to sta)'. Landon, xvho xvas per- 
sonally a liberal and sympathetic to many 
of the New Deal achievements, xvas put in 
an equivocal position and he never recovered. 
The President’s rcelection was one of the most 
imprcssix'c demonstrations of the popular xvill 
in American politics. He received a popular 
vote of 27,751,000 to Air. Landon’s id,68o,- 
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ooo, and he earned every state but Maine and 
Vermont 

The SupTcme Cottrt Ftght Not only was 
Roosevelt's rcelection a vote of confidence in 
the New Deal, it also put the stamp of ap- 
proval on the President’s fight against the 
Supreme Court. Or so he assumed In any 
event, in February, 1937, there were sent to 
Congress a presidential message and a bill 
which called, m effect, for the pachmg of 
the bench Justices might rearc at the age of 
seventy, if they did not do so, the President 
had the right to appoint up to stx addiQonal 
members to supplement the nonreanng mem- 
bers The storm that arose took the President 
by surprise. Party ranks were broken, old 
fnends deserted ancient loyalaes, and a bitter 
controversy raged in Congress and in the 
press for months The President lost the sufi- 
port of his personal friend Governor Lehman 
of New York, and of Senator Wheeler of 
Montana, who had been one of the New 
Deal’s most loyal defenden 

The backers of the President insisted that 
Congress was closer to the will of the people 
than the Court was. As Charles A. Beard put 
It "Congress has the same nght as the Su- 
preme Court to be courageous and inde- 
pendent. If Congress . agrees with four 
of the Supreme Court jusnees that five of 
the Jusnees have misread, misinterpreted, and 
in substance violated the Consnturion, then 
Congress has the cmc and moral obltganon 
to bring the Court back unthin the Consn- 
tution " The President’s opponents, on the 
other hand, feared the destruction of the 
countrj'’s Consutunonal libcmes if the Su- 
preme Court was compelled to become the 
rubher stamp of the E-xecunve. The President 
entered the lists in person and made two pub- 
lic addresses in uhich he declared frankly 
that there was “no definite assurance that the 
three-horse team of the American s)'stem of 
government anil pull together" and that he 
M anted "to appoint Justices who will not 
undertake to override Congress or legislaave 
pohc)’ ’’ 


The President was unsuccessful because of 
the hostihty of the Senate His bill was re- 
ported out adversely by the Senate Judiciary 
Committee, a long debate ensued, and when 
his chief svhip, Senator Robinson of Arkansas 
died suddenly, the admmistranon support col- 
lapsed A subsatute proposal was introduced 
and, because it pleased nobody, the Senate 
voted to recommit it on July 22 Thus the 
drama ended For a short ame, cunously 
enough, victory was with the President, for 
the withdrawal of three of his most persistent 
foes on the bench made it possible for him 
to appoint men who were more favorably 
disposed toward administration policies Jus- 
ace Van Devanter was succeeded by Senator 
Hugo Black of Alabama m 1937; Jusace 
Sutherland was succeeded by Sohcitor Gen- 
eral Stanley Reed in 1938, and Jusace Butler 
was succeeded by Attorney General Murphy 
in 1940 Now the Court began to talk with 
the tongue of the New Deal, and the Presi- 
dent could say — as he did in one of his “fire- 
side chats” in July, 1938 — that while he had 
lost a battle he had really won the war But 
victory — especially in the long run — ^xvas with 
the Court too, for its mdependence and m- 
tegnty had been preserved, and it survived 
as an mdependent agency to fight again an- 
other day if Amencan hberties should be 
threatened 

Slcnvmg Dovm of the New Deal From this 
ame on, the New Deal as domesbe pobey 
became less and less aggressive. For one thmg, 
the President was meenng with more resist- 
ance in Congress, notably among those South- 
ern legislators who were bcgmnmg to find 
their alhance xvith labor spokesmen an uneasy 
one. But more important, the President, after 
his “quaranDne” speech at Chicago of Octo- 
bcfi i 937 i U'as turning his attenoon almost 
completely to foreign affairs He saw, as did 
Churchill in England, that Nazism w'as not a 
European program but a plan for world con- 
quest, and he sought to awaken Americans 
to their peni New Dealism was mcreasingly 
preoccupied with recovery quesnons, and 
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here tlic diicf v/capons were the deficit financ- 
ing of the Treasur)' and the control over 
banking policy of the Board of Governors 
of the Federal Rcscrt'c System. When the 
President, for example, sought to chastise 
those Congressmen and Senators who had 
failed to rally to him m the Supreme Court 
fight, by calling for their defeat in the elec- 
tions of 1938, he was rebuffed by the elec- 


torate. The Republicans were beginning to 
creep up on the New Deal. In 1938 they 
elected governors in a number of states that 
had gone Democratic previously; and they 
won 80 scats in the House and 8 in the Senate. 
Cooperating with some 60 conscrx'ativcs in 
the ranks of the Democracy, the Republicans 
were able to hold the more aggressive repre- 
sentatives of the New Deal m leash. 


8. THE THIRD-TERM ELECTION 


Whether Roosevelt entertained thoughts of 
a third term before World War II broke out 
is hard to say. But one may note that by 
1940, particularly after the collapse of France 
m May, it was apparent to him that our in- 
volvement was a matter of time alone. In fact, 
were Britain to fall, a victory for the A.\is 
was clearly on the cards. The continuance, 
unbroken, of a foreign policy which stood 
for defiance to the Axis and aid to Britain 
preceded all other considerations. The Axis 
had to be defeated; and if this meant the 
shattering of the third-term tradition, that 
could not be helped. So, apparently, ran the 
President’s thoughts and the thoughts of his 
consistent followers, notably those in the 
ranks of labor. 

The Republicans. The Republican dele- 
gates to the presidential nominating conven- 
tion met at Philadelphia in June, 1940, in one 
of the most critical periods in American af- 
fairs. Division among Americans was quite 
as profound as it had been in the 1850s. Iso- 
lationists made light of the talk of our dangers 
at the hands of the Axis and were ready to 
accept the word of the Germans and the 
Japanese that the New Order was designed 
only for Europe, and the Co-Prosperity 
Sphere only for Eastern Asia. Intcn^cntiomsts 
were fearful, and they pointed not only to 
Hitler’s mihtary successes but also to the great 
victories gained by the Nazi ideology in our 
own midst and among the Latin American 
peoples. The Republicans xvere called upon 


to make a fateful choice. Interestingly enough, 
the choice was made not by the delegates but 
by the rank and file, who forced upon the 
convention the nomination of Wendell L. 
Willkic of Indiana and New York Cit)'. Will- 
kie was named on the sbvth ballot, and with 
him was nominated Senator McNaiy of Ore- 
gon. 

Willkie was no standpatter; witli much of 
the achievement of the New Deal he sympa- 
thized. He was opposed, however, to the New 
Deal’s inefficiency and irresponsibility, to its 
hostility to business, and its willingness to 
build up a towering bureaucracy. On foreign 
policy he saw eye to eye with the President: 
Britain had to be aided, the Axis meant to 
fight us. 

Outcome of the Election of 1^40. Mr. 
Roosevelt said nothing about his successor to 
the Democratic convention at Chicago in 
July. While there was considerable opposi- 
tion among party leaders to his being named, 
none came out into the open, and he was 
renominated on the first ballot. At his request. 
Secretary of Agriculture Henrj^ A. Wallace 
was chosen as his running mate. The most 
important defection from the Democratic 
ranks was that of James A. Farley, who had 
nursed the President’s political career through- 
out the long period of New York politics, 
and who had helped to elect him in 1932 and 
to reelect him in 19315. The charge of dic- 
tatorship had some effect on the voting; so 
did the issues of the European conflict as far 
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as Europcan-bom peoples in our midst svere 
concerned The larger farmers of the Middle 
West returned to the Repubhean fold, and 
some of the professional and -white-collar sup- 
porters of the earlier elections also dropped 
out of the Democratic tanks. But the Presi- 


dent -was tnumphandy reelected, although 
by a reduced majonty Roosevelt’s popular 
vote was 27,000,000 against WiUkie’s 22,000,- 
000; his electoral vote 449 against Willkie’s 
82 The Repubheans earned ten New Eng- 
land and Midwestern states— and that was all 


0 . THE NEW DEAL AND THE PROBLEM OF 
BUREAUCRACY 


There was no doubt that the New Deal had 
come to gnps -with a senes of important and 
pressing problems. From the social point of 
view. Its accomplishment had been signifi- 
cant. It had sought to end insecunty and it 
had helped the Amencan labor movement to 
mature. From the economic pomt of view. 
Its programs had resulted in the raising of 
quite as many questions as it had sought to 
answer It was in the pohtical sector, how- 
ever, that New Deal planmng had stepped out 
boldly into the unknosvn, with what conse- 
quences to the traditional Amencan way of 
life It tvas hard to measure. 

Cbaracttr of State Interuenuomm For the 
New Deal had parted completely with the 
nineteenth century conception of the laissez- 
faire, or passive, state, Amencans were fully 
launched on the e.tpenmcnt of state capital- 
ism The depression of 1930 and after had 
persuaded New Deal theoreticians that capi- 
talism’s progress in the United States had 
slowed doivn, if it had not ceased altogether 
Now the state had to assume positive func- 
tions Accordingly, la role as umpire was 
magnified and e.xtendcd into other regions — 
as in the case of the establishment of the 
National Labor Relations Board and the Sc- 
cunties and Exchange Commission Its social- 
scmcc functions were e.vpandcd, particularly 
in the handling of the problems of the un- 
emplojcd, the unemployablcs, and other de- 
pendents 

Nor was this all Under the New Deal the 
watc began to initiate projects and undertak- 
ings of a distinctly economic character The 


national state, m short, was beginning to take 
on, m many domains, the essential color of 
private enterprise It borrowed money, not 
alone for the mamtenance of the tradiDonal 
civil and mihtary establishments of govern- 
ment, but also for the purposes of buying and 
selling commodities, processing goods, creat- 
ing electric power and light, dealing in real 
estate, engaging in warehousing, the banking 
busmess, and the shipping and railroading 
businesses. It set up corporanons and corporate 
agencies which possessed charters, directors, 
assets, thousands of employees, and industnal 
and mercantile policies As in big business, 
there were interlocking directorates and the 
shifting of funds 

Problem Raised by Statism This was a 
startling transformation, and it raised for 
many Amencans disquieong problems There 
were — even before our entry into World 
War II — at least fifty such New Deal cor- 
porations and corporate agencies which were 
m or could go mto business. Some were 
created by Congress, some by presidennal 
order, some by departmental decision alone. 
Often they were run by Cabinet officers who, 
in the nature of things, were compelled to 
delegate power to anonymous lesser officials 
The pattern -was too complex and too obscure 
for popular control 

To whom, in the final analysis, were these 
executive agencies to be responsible’ To Con- 
gress’ But Congress did not possess any longer 
a machinery sensitive enough for their sur- 
veillance, Its committee system had been laid 
out for a simpler day, and to keep track of all 
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the executive agencies would require a func- 
tionary group quite as complex as that already 
managing the new' authoriues and offices. By 
what tests was the worth of these new public 
bodies to be measured^ By those of private 
business^ But the New' Deal authorities and 
offices did not have to enter the money mar- 
ket for fresh funds; they did not have to con- 
serve assets, they xvcrc not called upon to 
present favorable profit-and-loss statements. 
Wage policies were fixed by statute and not 
by the competition of the market place. 

How — most important of all — w'crc the 
functionaries to be prevented from extending 
their authority^ For here lay the real danger 
of a bureaucracy: that it tended to associate 


its ow'n w'cll-bcing w’ith the general welfare. 
This w.as one of the vexing problems the New 
Deal had created. It was not possible to dis- 
miss it lightly or to seek to disguise its perils 
by referring to the new state as the “social- 
sert'ice state.” Even as the w'ar progressed, the 
question of this new' American bureaucracy 
could not be dow'ncd, and it w'as one of the 
important reasons for the increasingly critical 
tone that Congress took tow'ard the President. 

During the later years of the Roosevelt ad- 
ministration, how'cvcr, these critical questions 
were latent, if not far below the surface. The 
country’s response to unrest abroad w'as ab- 
sorbing more and more the attention of all 
parties. 


10 , INTERNATIONAL RELATIONS UNDER 
THE NEW DEAL 


Up to October, 1937 — ahvays excepting the 
Good Neighbor policy and Secretary of State 
Hull’s reciprocal trading program — the New 
Deal’s foreign policy had a definitely nation- 
alistic orientation. Economic revival in the 
rest of the w'orld apparently was not to be a 
diicct concern of the United States; if Amer- 
ica could reestablish high levels of employ- 
ment and increase its national income, then 
our pro.sperity w'ould flow out beyond our 
shores and in time cover the w'hole earth. 
That W’c had become fully integrated into 
W'orld affairs politically and economically — 
and that w'c could not pull ourselves up by 
our own bootstraps — were ideas only dimly 
felt in Washington. 

An Amciican delegation w'ns sent to Lon- 
don in June, 1933, to attend the World Eco- 
nomic Conference, w'hich was to concern 
Itself with the stabilization of currencies, the 
freeing of the flow of w'orld trade, and inter- 
national prices. And then suddenly by Roo.se- 
vclt’s order — and to the dismay of Europeans 
generally — the Americans refused to tic their 
currency to that of the British or promise to 


defend the gold standard. The conference 
ended m failure. 

Congress showed no greater wisdom. In 
April, 1934, It passed the Johnson Act. Under 
this, those nations which had received loans 
from the American government during World 
War I and w'lnch after 1930 had defaulted 
on interest payments were denied the right 
to float public securities in the American 
money market. Thus American capital re- 
sources w'cre not to be made available to the 
European pow'ers for the purposes of assisting 
them in coming to grips with their ow'n eco- 
nomic difficulties; or indeed in helping them 
obtain funds here for rearmament purposes 
after 1936, w'hen the menace of Hitler had 
become very real. 

The Good Neighbor Policy, In our rela- 
tions w'ith the countries of tlie Western Hem- 
isphere we were more far-sighted. As has 
been pointed out, a good beginning had been 
made by Secretaries of State Kellogg and 
Stimson during 1927-33. Roosevelt, with the 
assistance of Secretary of State Cordell Hull, 
happily continued along these paths. In his 
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First Inaugural, Roosevelt had defined the 
Good Neighbor as one who “resolutely re- 
spects himself, and because he does so, respects 
the rights of others— the neighbor who re- 
spects his obligations and respects the sanctitj' 
of his agreements in and with a world of 
neighbors ” 

When revolution broke out in Cuba, Roose- 
velt not only refused to mtervene, but he 
also offered and sent Amencan economic 
assistance to the distressed republic. In 1934, 
the new government of Cuba w as recogmzed; 
and a few months later, our protectorate was 
terminated by the repeal of the Platt Amend- 
ment The same summer saw the recall of 
Amencan mannes from Ham, and in 1935, 
the United States relmqmshed its financial 
control over the Hainan government Also in 
1935, cooperaung with Latin Amencan gov- 
ernments, the Umted States succeeded in 
terminating the war becween Chde and Para- 
guay, and m 1936 our treaty nghes in Panama 
were given up and that little republic was 
now truly independent for the first time. 

In January, 193d, Roosevelt appeared in 
person at the Pan Amencan conference being 
held at Buenos Aitcs — he was the first Presi- 
dent of the United States ever to have visited 
South America while in office — and gave 
further pledges of his dei otion to the idea of 
the Good Neighbor. A consultative pact was 
signed under which the signatonM pledged 
to consult together in the event of war or 
intcn'ention in the Western Hemisphere The 
United States was moiing toward converting 
the Good Neighbor policy into a mulolareral 
understanding 

This, in fact, was achieved in 1940 at the 
Haiana Conference when the so-called Act 
of Hai ana was drawn up The Art of Havana 
was prefaced b3' the statement that “the status 
of regions m this continent belonging to Euro- 
pean Pow CIS is a subject of deep concern to all 
the go\ emments of the Amencan Republics " 
And then the Act went on to pledge all the 
Signatories to regard as an aggressii c measure 
against all of them “an)’ attempt on the part 


of a non-Amencan State agamst the integrity 
or inviolability of the temtory, the sover- 
eignty, or the political independence of an 
Amencan State.” It is true that the Monroe 
Doctnne continued to be stated as an Amer- 
ican unilatetal declaration, but the Act of 
Havana reafliimed it m multilatera] terms To 
this degree, therefore, the Latin Amencan 
nanons were prepared to accept the pledge 
of the United States that the Monroe Doctnne 
was directed against non-Amencan Powers 
entirely 

’Reciprocal Trade Agreements The Recip- 
rocal Trade Agreements Act of 1934 gave the 
President power to conclude wnth other coun- 
tries conventions under which tariff rates 
could be reduced as much as 50 percent — all 
this without the need for calhng upon Con- 
gress to approve. There was only one safe- 
guard included m the act. no item was to be 
added to or taken from the free list Under 
the law, the State Department was to draw 
up the agreements, being assisted in these 
activities by a senes of interdepartmental 
committees headed by eirpens Public hear- 
ings were to be held, m order to afford proper 
protection for the interests of Amencan busi- 
ness groups The most-favored naoon idea 
was also provided for, so that concessions 
granted to one country would apply to all 
countnes that did not discnmmatc against us 
TTius the benefits of revision dow’nivard 
would spread out m widening circles, inclod- 
ing not only those nations which signed 
agreements with ns but also those nations 
with w'hom signatoncs of the Amencan acts 
w’ere wnting neiv agreements. 

^937, when the act was renewed for 
another three )ears, agreements had already 
been wntten with fourteen countnes These 
covered more than a third of our total foreign 
trade, and they had the effect of increasing 
foreign trade with the signatory nanons more 
than 40 pcrccnL Amcnca’s tanff wall w'as 
still high, but, at least, we were showing good 
faith in our desire to break down harriers to 
free ctchangcs the world over. Congress con- 
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tinucd to renew the Trade Agreements Act 
in the 19305 and 1940s. 

The Neutrality Acts. Despite these mani- 
festations of an interest in the world outside 
our shores, the prevailing American temper 
was isolationist. Nothing demonstrated this 
better than the Neutrality Acts of 1935, 1936, 
and 1937. As a result of the investigations of 
the Senate Munitions Committee, headed by 
Gerald P. Nye of North Dakota, Congress 
and a good part of the American people had 
become convinced that the munition makers 
had in very considerable measure been re- 
sponsible for the entrance of the United States 
into World War I. To prevent our involve- 
ment in new mternatiomd conflicts, therefore, 
Congress passed the first of its Neutrality 
Laws in August, 1935. This provided that 
upon the outbreak of war, an embargo was 
to be imposed by the President upon the ex- 
port of implements of war; also, at his dis- 
cretion, he might prohibit Americans from 
traveling on the ships of belligerent nations 
except at their own risk. The act was to be 
in force until February, 19315. 

The second Neutrality Act — the joint reso- 
lution of Februar)’’, 1936, which was to apply 
unul May, 1937 — further cut down the area 
of presidential discretionary action. In 1935, 
Italy had invaded Ethiopia, and Americans 
saw the League of Nations struggling inef- 
fectively against this act of aggression. They 
were sure, therefore, they were on the right 
course; we must not be drawn into the 
troubles of Europe at any price. The second 
act, therefore, prcser\'cd the mandatory em- 
bargo on implements of war and permitted 
the President to extend it to other exports. 
Belligerent powers were to be denied the 
right to raise funds in American money mar- 
kets. 

Between the second and the third neutrality 
acts, civil war broke out in Spain; Italy, Ger- 
many, and Russia intervened, and the Berlin- 
Romc Axis was established. There was no 
doubt that an international conflict was im- 
pending. In such a climate, witli the isola- 


tionists still in the saddle, the third Neutrality 
Act — the joint resolution of May i, 1937 — 
was drawn up. Unlike its predecessors, this 
was to be a pennanent commitment. It con- 
tinued the mandatory embargo on anns, mu- 
nitions, and implements of war and the pro- 
hibition on credits to belligerents. It denied 
Americans the right to travel on ships of 
belligerents under any circumstances. It re- 
fused to allow American merchant ships to 
arm. And, for two years, all goods destined 
for nations at war were to come under the 
“cash and carry” provision: they were to be 
carried away in non-American ships and they 
were to be paid for before they left the 
country. 

The Quarantine Address. Up to this time, 
Roosevelt’s own attitude toward the disorders 
beginning to appear throughout the world 
remained unclear. So, in January, 1936, he 
was prepared to accept all the terms of the 
first Neutrality Act. Again, to the chagrin of 
many American liberals, it was the President 
himself who asked Congress in January, 1937, 
to impose an arms embargo on Spain— and 
this despite the fact that the duly constituted 
Loyalist government was being fought by in- 
surgents openly supported by Italy and Ger- 
many. Further, in order to apply the arms 
embargo to the Italo-Ethiopian conflict, the 
President had declared a state of war in exist- 
ence before diplomatic relations between the 
two countries had even been suspended. And 
on the other hand, he had refused to recog- 
nize a state of war in China, even after Japa- 
nese .aggression had become unmasked, as 
early as 1931. 

By 1936, it was apparent that Japan was 
ready to cut herself free from all international 
commitments. In January of that year, the 
Japanese delegation quit the naval conference 
in London because the other Powers would 
not grant Japan parity; this meant the de- 
nunciation of the London Naval Treaty of 
1930 and the resumption of capital ship con- 
struction. And in November, Japan signed the 
Anti-Comintern Pact: it had taken its stand 
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beside the other two aggressors, Germany and 
Italy. 

In July, T937, the Japanese launched their 
full-scale offensive against the Chinese, tvhen 
the Marco Polo Bridge incident opened hos^ 
tames Before the year was over, without the 
formal declaration of war, Japan had ex- 
tended Its military operations over a good 
part of northern and central China The Japa- 
nese poured armies into that unhappy country 
and engaged m atrocities against civilian pofi- 
ulanons. 

One such was the general aerial bombing 
of the populous city of Nankmg. It was after 
this attack that President Roosevelt came to 
understand that Amenca no longer could re- 
main an onlooker as the flames of tvar crept 
over the world. In Chicago on October 5, he 
delis ered his famous Quaranune Address in 
which he called the attention of the Amencan 
people to the fact that Japanese, German, and 
Italian aggression was unpenlUng our safety 
And he issued this portentous warmng to fiis 
fellow countrymen 

Let no one imagine that Amenca will escape, that 
Amenca may c-xpea mercy, that this Western 
Hemisphere will not be attacked and that it will 
continue tranquilly and peacefully to cany on the 
ethics and the arts of civihzanon , . If we are 

to haie a world in which we can breathe freely 
and live in amitv nithout fear, the peace-lovmg 
nations must make a concerted effort to uphold 
laws and ptmciples on which peace can rest se- 
cure. . . . 

President Roosevelt declared boldly, there- 
fore, that he would quarantine aggressors 
From that day to the attack on Pearl Harbor, 
the administration left no stone ontumed to 
prepare the United States against future 
cscntuahtics 

Preparedness. In Januarj% 1938, the Presi- 
dent called Congress’ attention to the fact 
that other nauons were rearming, and he 
asked for new naval construction Congress 
quickly complied and passed the administra- 
tion measure much as the naval experts had 
drawn it up. The Natal Act of 1938 author- 


ized the expenditure of more than a bilUon 
dollars on new capital ships, airplane carriers, 
and cruisers, the Umted States xvas beginning 
to move tow-ard the development of that nvo- 
occan navy which alone could defend the 
two seas on which it faced. 

Meanwhile, relations with Japan were 
steaddy detcnorating In December, 1937, 
Japanese aircraft bombed and destroyed the 
Amencan gunboat Panay on the Yangtsze 
River It IS true that the Japanese made im- 
mediate apologies and offered indemnifica- 
tion, but the State Department refused to 
assume that this was to be the last of the 
unfnendly acts of the Japanese toward the 
Umted States. 

Checking Japanese aggression was not an 
easy matter, however And Amenca’s position 
was becoming mcrcasingly difficult as the 
European Powers themselves found no formu- 
las to preserve peace In September, 1938, 
England and France abandoned Czechoslo- 
vakia to Its fate when they surrendered the 
Sudetenland to Hitler at Munich In March, 
1939, Hitler marched into Czechoslovakia 
with none to gainsay hun, in the same month 
he took Memcl In April, Mussolini seized 
Albama France and England knetv that Po- 
land was to be the next vicam, and they de- 
clared unequivocally that they would fight if 
Hitler moved eastward But Hitler was wiser 
than they assumed, he was not ready — ^yct — 
to wage a tivo-front w'ar He proceeded to 
assure his safety on the cast by the German- 
Soviet Pact of August 2j, 1939 On Septem- 
ber I, the German armies were in Poland and 
World War II had commenced 

Poland qmckly fell while the French army 
sat behind the safety — so it believed — of the 
Magmot Line And then, after they had ex- 
ploited fully the psychological effects of the 
so-callcd “phony war" m the west, the Ger- 
man armies swung across the Rhine into the 
Low' Countries and France France, unpre- 
pared and badly led, fell m June, 1940 Only 
England stood out against the successful Ger- 
man Wchrmacht. And m September, 1940, 
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Japan, Germany, and Italy signed the Tri- 
parutc Pact, which bound them togctlier in 
a mihtat)' alliance. 

Only now did America begin to put its 
house in order. The navy was granted further 
appropriations, the President was given the 
right to call out die Nauonal Guard; in Sep- 
tember, the Selecdve Senuce Act was passed. 
To protect us from surprise attacks — and to 
help England — ^in the same month we released 
fifty over-age destroyers to the Bridsh mvy 
in c.xchange for long-term leases in British 
possessions in the Western Hemisphere where 
we could build air and naval bases. Our vigi- 
lance toward the Japanese also was com- 
mendable. In July, 1940 — to check the flow 
of vital ■war materials eastward — the Export 
Control Act gave the President power to cur- 
tail or prohibit the movement of such goods. 
Licenses were refused for the e-xport of avia- 
tion gasoline and most types of machine tools. 
In October, the export of iron and steel scrap 
to Japan was embargoed. 

Then, we committed ourselves. For, in 
March, 1941, Congress passed the Lend-Lease 
Act — and we were launched, as Roosevelt 
said, upon a “policy of unquahfied, immedi- 
ate, all-out aid for Bntain, Greece, China, and 
for all the governments in exile whose home- 
lands are temporarily occupied by the aggres- 
sors.” An undeclared naval w'ar broke out in 
the Adanuc; but Japan and not Hider struck 
first. 

Pearl Harbor. On June 22, 1941, without 
warning, Germany attacked Russia; and at 
the same dme Japanese pretensions toward 
the \\ hole of southeastern Asia were revealed. 
It was evident to America that Japan was 
preparing for a large-scale offensive that 
threatened not only French Indo-China 
(which indeed it had already occupied), but 
also Malaya, Burma, and the Netherlands In- 


dies. M^e warned the Japanese against such 
moves, and for a time they temporized. They 
sent a new ambassador, Admird Nomura, to 
Washington and he and Secretary’- Hull car- 
ried on discussions during the greater part of 
1941. In November, Nomura was joined by 
a special erm'ssaiy^ Saburo Kurusu, there were 
further conversanons, with Roosevelt and Hull 
both participating in them — but no agree- 
ments were reached. Meanwhile General 
Tojo, an open warmonger, had become the 
Japanese prime minister; and it was plain to 
American Ambassador Grew at Tokyo that 
Japan meant to fight. M^aslungton u-as warned 
accordmgly, and members of the administra- 
tion, in public addresses, began to prepare the 
American people for hostilities. 

The attack came from an unexpected quar- 
ter. Early Sunday morning, December 7, the 
Japanese struck at Pearl Harbor from the air. 
The next day. President Roosevelt appeared 
before Congress and asked for the declaration 
of a state of war. Congress complied at once, 
there being but one dissenting vote. Three 
days later, Germany and Italy declared war 
on the United States. 

The United States was in World War II. 
It Avas committed to the destruction of the 
Axis PoAvers and to the termination of the 
threat of aggression everj-Arherc. After more 
than tAvent)"^ years, America had returned to 
take its place in that “one AA'orld” Avhich it 
had mistakenly assumed it could disregard. 
Amencan prospent)’- and security Avere Unked 
AA'ith AAelfare and peace eA'eryAAhere on the 
face of the earth. To this point the Third 
American Revolution had brought the Amer- 
ican people, some three and one-half centuries 
after Elizabethan England had begun to dream 
of establishing settlements on the North Amer- 
ican mainland. 



THE AMERICAN MIND 



FRANKLIN D. ROOSEVELT 


Iff ntB MIDST of depression the prcndenoal 
catnpaign of 1931 was waged, with Herbert 
Hoover the Republican candidate and Frank- 
lin D Roosevelt the Democranc candidate. 
Roosctelt (1881-1945) had returned front de- 
feat and illness to poliacal life, won the New 
York Governor’s chair m 1919, and had made 
himself the leading contender for the Demo- 
crauc nomination His platform pledged re- 
form, relief, and economy From his initial 
step, a flight to Chicago to accept the nom- 
ination, through the long course of his tour, 
the Democratic candidate’s campaign broke 
precedents Nowhere does Roosevelt’s view of 
the Amcncan purpose appear more clearly 
than in his Commonwealth Club Address of 
September 13, 1931. To these Californians, 
Roosevelt spoke of pnnciplcs, retummg in a 
sense to the old conception of "political econ- 
omy” as opposed to the more hmited fields of 
"economics” on the one side and “politics” on 
the other What is the purpose of government, 
Roosevelt asked, and to what end does it exist? 
He uses historj’ to elucidate that question the 
government of the United States was bom dur- 
ing the long fight of the people against the 
excesses of centralized goiemmcnt controlled 
by a pnnlegcd class That fight xvas reflected 
in the struggle bctxvdcn Jefferson and Hamil- 
ton With Jefferson’s triumph began the day 
of individualism, a political individualism 
soundly based on the opportumacs of the fron- 
tier and the pottntiahncs of the machine In 
that sening, no checks ncrc placed on means, 
so long as the great end of economic develop- 
ment proceeded unhampered 
As the nmctccnth cenniiy' ended, this con- 
cept of political economy showed itself at vari- 
ance with fact Theodore Roosevelt and 


Woodrow Wilson both tned to meet the prob- 
lem, one by attacking “bad” trusts, at least, the 
other by attempting to stop the centralization 
of financial poxver War put an end to the Wil- 
son program When the war was over, the Re- 
publican “return to normalcy” furthered all 
the tendencies which progressives of the pre- 
War decades had fought to control 
Now the United States sees its frontier gone. 
Its foreign markets shrinking, and its oppor- 
tumoes to establish new enterprises cunailed. 
The United States must reconsider its values, 
Roosevelt argued it must turn its attention 
from mere competitive promoDon of develop- 
ment to the problems of unbalanced consump- 
uon and of foreign trade Secular trends toward 
consolidation cannot be reversed But responsi- 
bility can be enforced upon the possessors of 
economic poxver Achieving such responsibil- 
ity IS the busmess of mdustry and finance, gov- 
ernment should intervene only to protect the 
body of socially-mindcd busmessmen against 
the nshmac! or InsuU xvhose hand is against 
eveiy man,’ or in order ro safeguard the in- 
terest of the public. In this fashion, Roosevelt 
clearly outlined the philosophy of the New 
Deal 

The November elecnons gave FrankUn D 
Roosevelt a great electoral majority In the 
intOTegnum between the counting of the votes 
and March ^ Inauguration Day, the economic 
doxvntum that had extinguished the faint re- 
vival of the late summer became an avalanche. 
Unemployment swelled, financial msatuuons 
collapsed ,n spite of RFC loans, armed farmers 
resisted foreclosures in some areas, depression 

In this atmosphere, Roosevelt delivered his 
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first Inaugural Address, a speech in which he 
addressed the nation by radio, as well as the 
people gathered to see the actual administra- 
tion of the oath of office. He spoke confi- 
dently, outlining plans and giving assurances 
as he foreshadowed the legislative program of 
the New Deal; 

I am certain that my fellow Americans expect 
that on my induction into the Presidency I will 
address them with a candor and a decision wiiich 
the present situation of our Nation impels This is 
preeminently the time to speak the truth, the 
whole truth, frankly and boldly. Nor need we 
shrink from honestly facing conditions in our 
country today. This great Nation will endure as 
It has endured, will revi\e and will prosper. So, 
first of all, let me assert my firm belief that the 
only thing we have to fear is fear itself — nameless, 
uiarcasoning, unjustified terror w'hich paralyzes 
needed efforts to convert retreat into advance. In 
cverj' dark hour of our national life a leadership 
of frankness and vigor has met with that under- 
standmg and support of the people themselves 
which is essential to victory. I am convinced that 
you will again give that support to leadership m 
these critical days. 

In such a spirit on my part and on yours we 
face our common difficulties. They concern, thank 
God, only material things. Values ha\c shrunken 
to fantastic levels; taxes have risen, our ability to 
ay has fallen, government of all kinds is faced 
y serious curtailment of income, tlic means of 
exchange arc frozen in the currents of trade; the 
withered leaves of industrial enterprise lie on 
every side, fanners find no markets for their pro- 
duce; the savings of many years in thousands of 
families are gone. 

More important, a host of unemployed citizens 
face the grim problem of existence, and an equally 
great number toil with little return. Only a foolish 
optimist can deny the dark realities of the mo- 
ment. 

Yet our distress comes from no failure of sub- 
stance. . . , Plenty is at our doorstep, but a gen- 
erous use of it languishes in the very sight of the 
supply. Primarily this is because rulers of tlie ex- 
change of mankind’s goods have failed through 
their own stubbornness and their owm incompe- 
tence,' have admitted their failure, and have ab- 
dicated. Practices of the unscrupulous money 
changers stand indicted in the court of public 
opinion, rejected by the hearts and minds of 
men. . . . 

The money changers have fled from their high 


scats in the temple of our civilization. We may 
now’ restore that temple to the ancient truths. The 
measure of the restoration lies in the extent to 
which we apply social values more noble than 
mere monetary profit. . . . 

Recognition of the falsity of material wealth 
as the standard of success goes hand in hand w'lth 
the abandonment of the false belief that public 
office and high political position arc to be valued 
only by the standards of pride of place and per- 
sonal profit; and there must be an end to a conduct 
in banking and in business which too often has 
given to a sacred trust the likeness of callous and 
selfish w’rongdoing. . . . 

Restoration calls, how'cvcr, not for changes in 
ethics alone. This Nation asks for action, and ac- 
tion now. 

Our greatest primar)' task is to put people to 
w’ork. This is no unsolvablc problem if we face it 
wisely and courageously. It can be accomplished 
in part by direct recruiting by the Government 
itself, treating the task as w'e would treat the emer- 
gency of a war. . . . 

. . . Tlie task can be helped by definite efforts 
to raise die values of agricultural products and 
with this the power to purchase the output of our 
cities. It can be helped by insistence that the Fed- 
eral, State and local governments act forthw'ith on 
the demand that their cost be drastically reduced. 
It can be helped by the unifying of relief activities 
W'hich today arc often scattered, uneconomical, 
and unequal. . . . We must act and act quickly. 

Finally, m our progress toward a resumption of 
w'ork we require two safeguards against a return 
of the evils of the old order, there must be a 
strict supervision of all banking and credits and 
investments, so that there will be an end to specu- 
lation W'lth other people’s money, and there must 
be provision for an adequate but sound cur- 
rency. . . . 

Through this program of acuon we address our- 
selves to putting our ow'n national house in order 
and making income balance outgo. Our interna- 
tional trade relations, though vastly important, 
arc in point of time and ncccssitx' secondary to the 
establishment of a sound national economy. I shall 
spare no effort to restore world trade by inter- 
national economic readjustment, but the emer- 
gency at home cannot wait on that accomplish- 
ment. . . . 

In the field of world policy 1 w'ould dedicate 
this Nation to the policy of the good neighbor — 
the neighbor who resolutely respects himself and, 
because he does so, respects the rights of others — 
the neighbor who respects his obligations and re- 
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spects the sanctity of his agreements m and with 
a world of neighbors. 

If I read the temper of our people correctly, we 
now r^tre as we have never realized before our 
interdependence on each other, that we cannot 
merely take but we must give as well, that if we 
are to go forward, we must mo\ e as a teamed and 
loyal army wiUuig to sacrifice for the good of a 
common disnplme, because without such disci- 
pline no progress is made, no leadership becomes 
effective AVe are, 1 know, ready and willing to 
submit our fives and property to such disaplme, 
because it makes possible a leadership which aims 
at a larger good This 1 propose to offer, pledgmg 
that the larger purposes will bmd upon us all as 
a sacred obligation with a unity of duty hitherto 
evoked only in time of armed strife. . 

Action m this image and to this end is feasible 
under the form of government which we have 
inherited from our ancestors. Our Consatunon is 
so simple and pracocil that it is possible always 
to meet eictraordmary needs by changes m em- 
phasis and arrangement without loss of esscnoal 
form. 

ft IS to be hoped that the normal balance of 
Executive and legislative authority may be wholly 
adequate to meet the unprecedented task before 
os. . 

1 am prepared under my constitutional doty to 
recommend the measures that a stricken Nation 


in the midst of a stricken world may require. 
These measures, or such other measures as the 
Congress may build out of its experience and wis- 
dom, 1 shall seek, withm my constitutional au- 
thority, to bring to speedy adopnon 

But m the event that the Congress shall fail to 
take one of these tw’o courses, and in the event 
that the national emergency is still cnacal, I shall 
not evade the clear course of duty that will then 
confront me. 1 shall ask the Congress for the one 
remaming mstniment to meet the crisis — broad 
Execunve power to wage a war against the emer- 
gency, as great as the power that would be given 
to me if wc were m fact invaded by a foreign 
foe. 

Wc face the arduous days that he before us m 
the warm courage of naaonal umty, with the 
clear consciousness of scckmg old and precious 
moral values, with the clean satisfactton that 
comes from the stem performance of duty by 
old and young alike. We aun at the assurance of a 
rounded and permanent national life. 

We do not distrust the future of essential de- 
mocracy The people of the Umted States have 
not failed 

The Commonwealth Qub Address is re- 
pnnted from Franklin D Roosevelt, Public 
Papers md Addresses (New York, 19351-44) 
and IS published by permission of Random 
House, Inc. 


Coiinnonwealth Club Address 


BY FRANKLIN 

... I WANT TO STEAK not of politics but of Gov- 
ernment. 1 want to meaU not of parties, but of ura- 
vcrsal principles. TTicy are not political, except 
m that larger sense m which a great American 
once expressed a definition of pofiucs, that noth- 
ing m all of human life is foreign to the sacnce 
of^oliQcs. 

The issue of Government has oIvvaj'S been 
whether mdividual men and women will have to 
serve some system of Government or economics, 
or whether a s)stcm of Government and econom- 
ics exists to serve indivudual men and women This 
quesuon has persistently dominated the discussion 
of Government for many generations. On ques- 
tions relating to these things men have differed, 
and for time immemorial it is probable that honest 
men will conunue to differ. . . , 

AATicn w c look about us, w e are likely to forget 
how hard people hav e w orked to w m the priv ilege 
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of Government. The growth of the national Gov- 
ernments of Europe was a struggle for the de- 
velopment of a centralized force m the Nation, 
strong enough to impose peace upon rulmg 
barons. In many instances the victory of the cen- 
tral Gov'cmmcnr, the creation of a strong central 
Government, was a haven of refuge to the mdi- 
vuduak The people preferred the master far away 
to the exploitaoon and cruelty of the smaller mas- 
ter near at hand 

But the creators of national Government were 
perforce ruthless men They were often cruel in 
their methods, but they did strive steadily toward 
something that society needed and very much 
wanted, a strong central State able to keep the 
peace, to stamp out civil war, to pul the unruly 
nobleman m his place, and to permit the bulk of 
individuals to live safelj' The man 0/ ruthless 
force had his place in developing a pioneer coun- 
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try, just as he did in fixmg the power of the cen- 
tral Govcrnnicnt in the development of Nations. 
Societ)' paid him well for lus services and its de- 
velopment. When the development among the 
Nations of Europe, however, had been completed, 
ambition and ruchlcssncss, having served their 
term, tended to overstep their mark. 

There came a growing feeling tliat Government 
was conducted for the benefit of a few who 
thrived unduly at the expense of all. The people 
sought a balancing — a limiting force. There came 
gradually, through town councils, trade guilds, 
national parliaments, by constitution and by popu- 
lar particip.ition and control, hmitations on ar- 
bitrary power. 

Another factor that tended to limit the power 
of those who ruled, was the rise of the ethical con- 
ception that a ruler bore a responsibility for the 
welfare of his subjects. 

The American colonies were born in this strug- 
gle. The American Revolution was a turning 
point in It. After the Revolution the struggle con- 
tinued and shaped itself in the public life of the 
country. There were those who because they had 
seen the confusion which attended the years of 
war for American independence surrendered to 
the belief that popular Government was essen- 
tially dangerous and essentially unworkable. They 
were honest people, my friends, and we cannot 
deny that their experience had warranted some 
measure of fear. The most brilliant, honest and 
able exponent of this point of view was Hamilton. 
He was too impatient of slow-moving methods. 
Fundamentally he believed that the safety of the 
republic lay m tlic autocratic strength of its Gov- 
ernment, that the destiny of individuals was to 
serve that Government, and that fundamentally 
a great and strong group of central institutions, 
guided by a small group of able and public spirited 
citizens, could best direct all Government. 

But Mr. Jefferson, in the summer of 1776, after 
drafting the Declaration of Independence turned 
his mind to the same problem and took a differ- 
ent view. He did not deceive himself with out- 
ward forms. Government to him was a means to 
an end, not an end in itself, it might be either a 
refuge and a help or a threat and a danger, de- 
pending on the circumstances. We find him care- 
fully analyzing the society for which he was to 
organize a Government. “We have no paupers. 
Tlie great mass of our population is of laborers, 
our rich who cannot live without labor, cither 
manual or professional, being few and of moder- 
ate wealth. .Most of the laboring class possess prop- 
ert}% cultivate their own lands, have families and 
from the demand for their labor, are enabled to 


exact from the rich and the competent such prices 
as enable them to feed abundantly, clothe above 
mere decency, to labor moderately and raise their 
families.” 

These people, he considered, had two sets of 
rights, those of “personal competency” and those 
involved in acquirmg and possessing property. By 
“personal competency” he meant the right of free 
tliinking, freedom of forming and expressing opin- 
ions, and freedom of personal livmg, each man 
according to his own lights. To insure the first set 
of rights, a Government must so order its func- 
tions as not to interfere with the individual But 
even Jefferson rcahzed that the cxerasc of the 
property riglits niiglit so interfere with the rights 
of the individual that the Government, without 
whose assistance the property rights could not ex- 
ist, must mtervene, not to destroy individualism, 
but to protect it. 

You arc familiar with the great political duel 
which followed; and how Hamilton, and his 
friends, building toward a dominant centralized 
power were at length defeated in the great elec- 
tion of 1800, by Mr. Jefferson’s party. Out of that 
duel came the two parties. Republican and Demo- 
cratic, as we know them today. 

So began, in American political life, the new 
day, the day of the individual against the system, 
the day in which individualism xvas made the 
great watchword of American life. The happiest 
of economic conditions made that day long and 
splendid. On the Western frontier, land was sub- 
stantially free. No one, who did not shirk the task 
of earning a living, was entirely without oppor- 
tunity to do so Depressions could, and did, come 
and go, but they could not alter the fundamental 
fact that most of the people lived partly by sell- 
ing their labor and partly by extracung their liveli- 
hood from the soil, so that starvation and disloca- 
tion were practically impossible. Ac the very worst 
there was always the possibility of climbing into 
a covered wagon and moving west where the un- 
tillcd prairies afforded a haven for men to whom 
the East did not provide a place. So great were 
our natural resources that wc could offer this re- 
lief not only to our own people, but to the dis- 
tressed of all the world; we could invite immigra- 
tion from Europe, and welcome it with open 
arms. Traditionally, when a depression came a 
new section of land was opened in the West; and 
even our temporary misfortune served our man- 
ifest destiny. 

It was in the middle of the nineteenth century 
that a new force was released and a new dream 
created. The force was what is called the indus- 
trial revolution, the advance of steam and ma- 



THE AMERICAN MIND 1151 


imcry and the nse of the foreninnen of the 
odem mdustnal plant. The dream was the 
earn of an economic machmc, able to raise the 
indard of hvmg for everyone, to brmg luxury 
ithm the reach of the humblest, to anmhilate 
stance by steam power and later by elecmcity, 
id to release cvetj-one from the drudgery of the 
aviest manual tod It was to be expected that 
is would necessarily affect Government. Hcrc- 
forc. Government had merely been called upon 
produce condmons withm which people could 
e happdy, labor peacefuhv, and resr secure 
ow It was called upon to aid in the consumma- 
in of this new dream. There was, however, a 
adow over the dream. To be made real, it re- 
ined use of the talents of men of tremendous 
fli and tremendous ambition, since by no other 
iree could the problems of finanemg and en- 
neermg and new developments be brought to a 
insummation 

So manifest were the advantages of the machine 
;e, however, that the United States fearlessly, 
leetfully, and, 1 thmk, rightly, accepted the bit- 
r with the sweet. It vvas thought that no price 
as too high to pay for the advantages which 
e could draw from a finished mdustnal system. 
he history of the last half century is accordmgly 
large measure a history of a group of financial 
itans, whose methods were not scrutimzed with 
KJ much care, and who were honored m propor- 
on as they prodneed the results, irrespecave of 
le means they used The financiers who pushed 
le railroads to the Pacific were always ruthless, 
Ftcn wasteful, and frequently corrupt, but they 
id build railroads, and we have them today it 
IS been estimated that the Amencan investor paid 
ir the Amencan radway sj'stcm more than three 
mes over in the process, but demite this faa the 
ct advantage was to the United States As long as 
e had free land, as long as population was grow- 
ig by leaps and bounds, as long as out mdustnal 
lants were msufiicicnt to supply our own needs, 
icletv chose to give the ambmous man free play 
id unlimited reward provuded only that he pro- 
uced the economic pbnt so much desired. 
Durmg this period of expansion, there was 
jual opportumtv for all and the busmess of Gov- 
■nment was not to mterferc but to assist m the 
tvelopment of industry This was done at the 
■quest of business men themselves. The tariff 
as originally imposed for the purpose of “foster- 
ig our infant industry ," a phrase 1 thmk the older 
uong y ou w ill remember as a polmcal issue not 
I long ago The railroads were subsidized, some- 
mes by grants of money, oftener by grants of 
nd, some of the most valuable oil lands m the 


United States were granted to assist the finanemg 
of the railroad which pushed through the South- 
west. A nascent merchant manne vvas assisted by 
grants of money, or by mail subsidies, so that our 
steam shippmg might ply the seven seas. Some of 
my friends teU me that they do not want the Gov- 
ernment m busmess. With this I agree, but I won- 
der whether they realize the impUcanons of the 
past. For while it has been Amencan doctrme that 
the Government must not go mto busmess in com- 
petition with pnvate enteinnses, stiU it has been 
tradiDonal, parocularly m Repubhean administra- 
tions, for busmess urgently to ask the Government 
to put at private disposal all lands of Government 
assistance. The same man who tells you that he 
does not want to see the Government mterfere 
m business — and he means it, and has plenty of 
good reasons for saymg so — is the first to go to 
Washmgton and ask the Government for a pro- 
hibitory tariff on his product. When thmgs get 
just bad enough, as they did two years ago, he 
will go with equal speed to the Umted States Gov- 
ernment and ask for a loan, and the Reconstruc- 
tion Fmance Corporation B the outcome of it. 
Each group has sought protecaon from the Gov- 
ernment for Its own special interests, without real- 
izmg that the funcBon of Government must be 
to favor no small group at the expense of its duty 
to protect the rights of personal freedom and of 
private property of all its aozens. 

In retrospect we can now see that the mm of 
the ude came with the turn of the century We 
were reaching our last frontier, there was no more 
free land and our mdustnal combmanons had 
become great uncontrolled and irresponsible units 
of power wnthm the State Qear-sighted men saw 
with fear the danger that opportumty would no 
longer be equal, that the growmg corporauon, like 
the feudal baron of old, might threaten the eco- 
nomic freedom of mdividuals to earn a hvmg In 
that hour, our ano-trust laws were bom The cry 
was raised against the great corporations. Theo- 
dore Roosevelt, the fim great Repubhean Pro- 
gressive, fought a Presidential campaign on the 
issue of “trust bustmg” and talked freely about 
malefactors of great wealth If the Government 
had a policy it was rather to turn the clock back, 
to destroy the large combmanons and to return to 
the tune when every man owned his mdividual 
small busmess 

This was impossible, Theodore Roosevelt, aban- 
dorang the idea of “trust bosnng,” vvas forced to 
* difference between “good" trusts and 
bad’ trusts. The Supreme Court set forth the 
famous rule of reason” by which it seems to have 
meant that a concentranon of mdustnal power 
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was permissible if the method by which it got its 
power, and tlie use it made of that power, were 
reasonable. 

Woodrow Wilson, elected in 1912, saw the situ- 
ation more clearly. Where Jefferson had feared 
the encroachment of political power on the lives 
of individuals, Wilson knew that the new power 
was financial. He saw, in the highly centralized 
economic system, the despot of the twentieth cen- 
tury, on whom great masses of individuals relied 
for' their safety and their Inelihood, and whose 
irresponsibility and greed (if they were not con- 
trolled) would reduce them to starvation and 
penury. The concentration of financial power had 
not proceeded so far in 1912 as it has today, but 
It had grown far enough for Mr. Wilson to real- 
ize fully Its implications . . . The problem he 
saw so clearly is left with us as a legacy, and no 
one of us on cither side of the political controversy 
can deny that it is a matter of grave concern to 
the Government. 

A glance at the situation today only too clearly 
indicates that cqualit)' of opportumtj' as we have 
known it no longer exists. Our industrial plant is 
built; the problem )ust now is whether under ex- 
isting conditions it is not overbuilt. Our last fron- 
tier has long since been reached, and there is prac- 
tically no more free land. More than half or our 
people do not live on the farms or on lands and 
cannot derive a living by cultivating their own 
propert)'. There is no safety valve in the form of 
a Western prairie to which those thrown out of 
work by the Eastern economic machines can go 
for a new start Wc arc not able to invite the im- 
migration from Europe to share our endless plenty. 
Wc arc now providing a drab living for our own 
people. 

Our sj’stem of constantly rising tariffs has at last 
reacted against us to the point of closing our Cana- 
dian frontier on the north, our European markets 
on the east, many of our Latin-American markets 
to the south, and a goodly proportion of our 
Pacific markets on the west, through the rctalia- 
toiy^ tariffs of those countries. It has forced many 
of our great industrial institutions which exported 
their surplus production to such countries, to 
establish plants in such countries, within the tariff 
walls. This has resulted in the reduction of the 
operation of their American plants, and oppor- 
tunity for employment. 

Just as freedom to farm has ceased, so also the 
opportumrv' in business has narrowed. It still is 
true that men can start small enterprises, trusting 
to native shrewdness and ability to keep abreast of 
competitors; but area after area has been pre- 
empted altogether by the great corporations, and 


even in the fields which still have no great con- 
cerns, the small man starts under a handicap. The 
unfeeling statistics of the past three decades show 
that the independent business man is running a 
losing race. Perhaps he is forced to the wall; per- 
haps he cannot command credit, perhaps he is 
“squeezed out,” m Mr. Wilson’s words, by highly 
organized corporate competitors, as your corner 
groccrj' man can tell you. Recently a careful study 
was made of the concentration of business in the 
United States. It showed that our ccononuc life 
was dominated by some sue hundred odd cor- 
porations who controlled two-thirds of American 
mdustry. Ten million small business men divided 
the other third. More strikmg still, it appeared that 
if the process of concentration goes on at the same 
rate, at the end of another century we shall have 
all American rndustr)' controlled by a dozen cor- 
porations, and run by perhaps a hundred men. 
Put plainly, wc arc steering a steady course toward 
economic oligarchy, if we arc not there already. 

Ocarlv, all this calls for a re-appraisal of values. 
A mere builder of more industrial plants, a creator 
of more railroad systems, an organizer of more 
corporations, is as likely to be a danger as a help. 
The day of the great promoter or the financial 
Titan, to whom wc granted anythmg if only he 
would build, or develop, is over. Our task now is 
not discover or exploitation of natural resources, 
or necessarily proaucing more goods. It is the 
soberer, less dramatic busmess of administering 
resources and plants already in hand, of seeking to 
reestablish foreign markets for our surplus pro- 
duction, of meeting the problem of undercon- 
sumption, of adjusting production to consump- 
tion, of distributing wealth and products more 
equitably, of adapting existing economic organiza- 
tions to the service of the people. The day of 
enlightened administration has come. 

Just as in older times the central Government 
xvas first a haven of refuge, and then a threat, so 
now in a closer economic system the central and 
ambitious financial unit is no longer a servant of 
national desire, but a danger. I would draw the 
parallel one step farther. We did not think be- 
cause national Government had become a threat 
in the 18th century that therefore wc should aban- 
don the principle of national Government. Nor 
today should we abandon the principle of strong 
economic umts called corporations, merely be- 
cause their power is susceptible of easy abuse. In 
other times wc dealt with the problem of an un- 
duly ambitious central Government by modi^ing 
it gradually into a constitutional democratic Gov- 
ernment. So today we are modifying and control- 
ling our economic units. 



THE AMERICAN MIND 1153 


As I see rt, the task of Government m its rela- 
tion to business is to assist the development of an 
economic declaration of rights, an economic con- 
ttitunonal order This is the common task of states- 
man and bosmcss man It is the mimmom require- 
ment of a mote permanently safe order of thmgs. 

Happfly, the tunes indicate that to create such 
an order not only is the proper policy of Govern- 
ment, but it IS the only line of safety for our eco- 
nomic structures as well We know, now, that 
these economic units cannot east unless prosper- 
ity is uniform, that is, unless purchasing power is 
well distributed throughout every group m the 
Nation. That is why even the most selfish of cor- 
porations for Its own mterest would be glad to 
sec wages restored and unemployment ended and 
to bring the Western farmer hack to his accus- 
tomed level of prosperity and to assure a perma- 
nent safety to both groups That is why some 
enlightened industries themselves endeavor to 
limit the freedom of action of each man and busi- 
ness group within the industry m the common m- 
tcrest of all, why business men everywhere are 
asking a form of organization which will bnng the 
scheme of thmgs mto balance, even though it may 
in some measure qualify the freedom of action 
of individual units within the busmess. . . 

1 feel that we are commg to a new through the 
drift of our legislation and our pubbe thinkmg m 
the past quarter century that private economic 
power IS, to enlarge an old phrase, a public trust 
as well. 1 hold that contmued en)ojmcnt of that 
power by any mdmdual or group must depend 
upon the fulfillment of that trust. The men who 
have reached the summit of Amencan husmess 
life know this best, happily, many of these urge 
the bindmg quabty of this greater social contract. 

The terms of that contract are as old as the Re- 
public, and as new as the new economic order. 

Evety man has a right to life, and this means 
that he has also a right to make a comfortable 
In mg He may by sloth or crime declme to ezer- 
ase that right, but it may not be denied him. We 
have no actual famine or dearth, our industrial 
and agncultural mechanism can produce enough 
and to spare Our Government formal and m- 
formal, politieal and economic, owes to cvetyone 
an avenue to possess himself of a portion of that 
plenty suffiaent for his needs, through his own 
work. 

Every man has a right to his own property, 
which means a right to be assured, to the fullest 


extent attamable, m the safety of his savmgs By no 
other means can men carry the burdens of those 
pans of life which, m the nature of thmgs, afford 
no chance of labor, chDdhood, sickness, old age. 
In all thonght of property, this right is paramount, 
all other property i^hts must yield to it. If, m 
accord vv'ith this prmciple, we must restrict the 
operaaons of the speculator, the manipulator, even 
the finanaer, I believe we must accept the re- 
stnedon as needful, not to hamper mdivldualism 
but to protect h. 

These two requirements must be satisfied, in the 
mam, by the mdividuals who claim and hold con- 
trol of the great mdustnal and financial combma*- 
nons which dommate so large a part of our mdus- 
tnal life. They have undermen to be, not business 
men, but pnnees of property I am not prepared to 
say that the system vvhich produces them iS wrong 
I am very clear that they must fearlessly and com- 
petently assume the responslbihty which goes with 
the power 

Tne final term of the high contract was for lib- 
erty and the pursuit of happiness. We have learned 
a great deal of both in the past century We know 
that mdmdual liberty and mdivodual happmess 
mean nothing unless both arc ordered m the sense 
that one man’s meat is not another man’s poison. 
We know that the old “nghts of personal com- 
petency," the right to read, to thmk, to speak, to 
choose and live a mode of life, must be respected at 
all hazards We know that liberty to do anythmg 
which deprives others of those elemental rights S 
outside the protecuon of any compact, and that 
Government in this regard is the mamtenance of a 
balance, withm W'hich every mdmdual may have a 
place if he will take it, in which every individual 
may find safety if he vvishes it, m which every m- 
dmdual may attam such povver as his abihty per- 
mits, consistent with his assuming the accompany- 
mg responsibDity 

Faith m America, faith In our tradition of per- 
sonal responslbihty, faith m our mstitutions, ^th 
m ourselves demand that we recognize the new 
terms of the old social contract We shall fulfill 
them, as we fulfilled the obligation of the apparent 
Utopia which Jeffetson imagmed for us m 1776, 
and which Jefferson, Roosevelt and Wilson sought 
to bring to realization We must do so, lest a nsmg 
tide of misen^, engendered by onr common failure, 
cn^lf us all But failure is not on Amencan habit, 
and m the strength of great hope we must all 
shoulder our common load. 
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Late in the nineteen thirties, an economic 
tlicor)' made its appearance in America that 
captured the imaginations of many academi- 
cians and won strong support among New 
Deal functionanes. Indeed, this analysis of the 
state of the industrial arts and economic prog- 
ress in America underwrote the whole govern- 
mental program of inten'enaon, for it was 
based upon the assumption that we had become 
a “mature” nation The theory was formulated 
by Alvin H. Hansen (1887- ), professor of 
economics at Harvard University, and in large 
measure was derived from J. Maynard 
Keynes’s General Theory of Employment, In- 
terest and Money, published in 1936. 

The position taken by Hansen was the fol- 
lowing. Tlie vitality of American capitalism is 
spent; ours is a mature economy and the only 
fate in store for us is secular, or long-term, 
stagnation What we may continue to look for- 
ward to, like the poor wretches in limbo, is 
neither hope nor release; our future is a se- 
quence — in the words of one of Hansen’s dis- 
ciples — of “long and severe depressions and 
brief, anemic recoveries.” This analysis is based 
on the following assumptions, (i) Our fron- 
tier IS gone. (2) The rate of American popula- 
tion increase is tapering off; soon we shall have 
only a stationary population for which to pro- 
vide. (3) New and revolutionary innovaDon in 
die field of industry is no longer possible. (4) 


Savings pile up, opportunities for private in- 
vestment dimim'sh; the only large employment 
for sa\ ed funds is in the replacement of used-up 
capital plant. (5) But great corporations also 
have sizable accruals — in depreciation reserves 
and undistributed profits; tliey are therefore 
capable of self-financing without the need for 
resorting to tlie money market. The result is, 
idle funds set in the inevitable train of lower 
production and incomes; and we move from 
crisis to crisis with secular stagnation as the 
leading characteristic of our economy. The 
state must step in — largely through fiscal pol- 
icy — to maintain income and employment. 

The fiscal policies advocated by Hansen and 
his supporters — and these were at the basis of 
much of New Deal interventionism — are 
largely two in nature: the first calls for tlie 
checking of “e.vcessivc” savings, particularly 
those of corporations and of individuals in the 
high and middle income brackets; and the sec- 
ond for a “compensatory” fiscal program — 
spending by government through tlie device of 
deficit financing. Tlie reader is referred to 
John H. Williams’s article Deficit Spending, 
also reprinted in this part, for a critical e.xamina- 
tion of this theory and policy. 

The selection here reprinted is from Han- 
sen’s Fiscal Policy and Business Cycles (New 
York, 1941) and is published by permission 
of W. W. Norton and Company. 


Fiscal Policy and Business Cycles 

BY ALVIN H, HANSEN 


The Tiiirties Viewed against the Background 
OF Earuer Ovcles 

The Great Depression, beginning in 1929, which 
had only partiallv been overcome, at any rate in 
tlie United States, by tlie end of the thirties, has 
been characterized as something quite unique m 
the long historj' of business cycles. To be sure, in 
a sense evety cycle is unique and has special char- 


acteristics of Its own. WTicn, however, it is said 
that the Great Depression was a unique phenom- 
enon, something else is meant than the ordinary 
degree of variation in duration and depth which 
we find from cycle to cj^cle. . . . 

The upward and downward movements, which 
together make business cycles, are now commonly 
believed to be mainly associated witli fluctuations 
in the volume of real investment. We distinguish 
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between real investment and finanaal investment. 
\VTicn one purchases a shate m a corporate enter- 
prise or a bond or a mortgage, one is making a 
financial miestment. When one, however, budds 
a house or a faaory or a machine, one is making 
a real iniestmcnt. Real mvestment may, of course, 
be measured either m value terms or m quannu- 
me terms. 

The fluctuations of cyclical movements may be 
characterized m terms of either money mcome, 
real income (the output of material goods and 
services), or emplo^nnent. These three categories, 
to be sure, are not idcnacaL Money mcome is a 
function both of real income and of price move- 
ments, while real mcome or output differs from 
employment by reason of changes m producuvity. 
Cjchcally, howeser, the tliree move more or less 
m consonance, though the trend movement is 
hkelv to differ considerably under varymg cir- 
cumstances For certam problems it is fttremely 
important to differentiate sharply between them. 
But frequently m discussmg economic fluctuations 
or cyclical movements all three may be regarded 
u ithout serious error as moving together, whether 
m the upswmg or m the downswmg This is par- 
ticularly true for the short-run movements but 
less true for the longer-run developments 

dfajor and Mmor Cycles Quite commonly, par- 
ticularly m America, the term “business cycle” is 
applied with reference both to what is called the 
nimor cycle and to the major cycle. And vvnth re- 
spect to the term “depression,” equally the term 
IS applied both to mmor recessions and to major 
depressions. In Europe, when the business or trade 
cycle IS spoken of, reference is usually made to 
what ne call the major cvcic 

On the vv hole it is, we thmk, preferable to con- 
centrate attention upon the major cycle m business 
cj’cle analvsis. But it is not possible m domg so 
to overlook the fact that, particularly m the up- 
swing phase of the major cycle, there regularly 
occurs, especially in American experience, one or 
somenmes two interruptions to the upswing move- 
ment In seven of the fifteen major cycles in the 
period from 1S07 to 1937 there were two mmor 
recessions, and in eight of the major upsvvmgs 
there was one mmor recession Smec 1883, out of 
SIX major cvcles two were mtcmipted by two 
minor recessions and four b) one mmor recession. 

The major upsw mg, as w e have already noted, 
can be characterized essentially as an expansion 
in the rate of real investment For the purpose 
currentl) at hand, it is most useful to classify real 
investment into the tw o categories suggested 
above (a) inventones of commodity stocks and 
(b) real investment in fixed capital, meludmg plant 


and equipment, housmg and pubhc construction. 
When an upsurge m real mvestment occurs, it is 
not vmnsual for the spurt m mventory accumula- 
tion to run ahead of the normal requirements mdi- 
cated by the nsmg trend When this is the case, 
sooner or later a temporary saturation m mven- 
toiy^ accumulation develops, leading to an mven- 
torv recession Not infrequently the mmor set- 
backs experienced m the major upswmK may be 
characterized as mventory recessions But some- 
times other situations may minate or aggravate 
these mmor recessions. Thus, for example, m the 
begmnmg of the major upswmg it may be that 
large mvestment m unproved machmery occurs 
and that after a time a temporary saturation is 
reached m this type of mvestment Icadmg to a 
recession. The general buoyancy of the upswmg, 
however, soon starts the economy upward again 
with a further burst of real mvestment after the 
temporary setback thus sustamed Somenmes spe- 
cial situadons are partly responsible for mmor re- 
cessions, such as critical mtemanonal develofi- 
ments, bbor disturbances, or even special factors 
havmg to do with major mdustnes, such as the 
Ford shutdown m 1917 Regubrly, however, m- 
veniory movements pby an important role. 

The major cycles vary m length from a min- 
imum of SIX years to a maximum of twelve ^ears, 
though with rare excepnons they fall withm the 
range of seven to ten years, the average being 
slightly over eight pears. The mmor cj'clcs have a 
range of from a mmimum of two years to a max- 
imum of SIX years, though they usually fall withm 
the range of three to font years, with the average 
sli^tly over three and onc-third years 

Tbc So-called “Long Waves” But there are snll 
other factors of a long-run character which influ- 
ence the major busmess cycle and which help to 
explain the depressed thirties Many writers, m- 
ciudmg Kondraticff, Spicthoff, Mitchell, Thorp, 
Schumpeter, Wovtinsky, Ciriac)’ Wantrup, and 
others, have noted the important fact that the past 
experience of the Western world mdicates pro- 
longed periods of relatively good times, extendmg 
far beyond the bonndancs of the major busmess 
cycle and even of the bnildmg cycle, and similarly 
prolonged periods of more or less chronic depres- 
sion, withm which, however, the svvmgs of the 
busmess cycle occur 

M'ithm these long periods of good times, on the 
one side, and bad times, on the other, there occur, 
modified however as mdicated above, the more or 
less regular swings of the major busmess cj'clc, the 
temporarv'' recessions of tlic minor cj'clcs, and also 
the more or less regular svvungs of tlie eightcen- 
>'eat bmldmg cycle But smee the long periods of 
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buoyant jirospcnty or clironic depression extend 
beyond tiny of these phenomena, tlicrc is reason to 
suppose that there arc other factors which have 
not been fully taken account of in the discussion 
citlicr of the major and minor business cycles or 
of the building cycles. ... 

The dates usually assigned to tlicsc periods of 
preponderantly good times and bad times — or 
“long waves,’’ if this term is preferred — arc ap- 
proximately os follows: 

Good Thiics Dad Times 
1787-1815 1815-1843 

1843-1873 1873-1897 

1897-1920 1910- ? 

It is interesting to note that in each of the long 
periods of good times there developed four major 
recoveries and three major depressions, while in 
each downswing there occurred two major recov- 
eries and three major depressions. The turning 
point both at tlic top and at the bottom of the 
“long waves” coincides with the turning pomt of 
a major business boom or depression. . . . 

Just as the major business cycle has not always 
been completely synchronous in the various indus- 
trial countries, so also it is not always possible to fit 
all countries neatly into the intervals designated as 
long periods of buoyant expansion or prolonged 
bad times. For the most part, however, the experi- 
ence of different countries conforms with the 
periods outlined above. With respect to the cur- 
rent phase, the thesis is perhaps defensible tliat 
for the western European countries the economic 
development from 1920 on justifies characterizing 
it as the beginning of a prolonged period of hard 
times. With respect to the United States, however, 
in view of the high prosperity of tlic twenties, it is 
difficult to justify placing the United States in 
such a category. There is, however, the undoubted 
fact, of which cognizance must be taken, that the 
decade of the hventics was preponderantly a 
period of hard times for agriculture. From the 
standpoint of employment in urban industry as a 
whole, the twenties must clearly be characterized 
as a decade of preponderantly buoyant prosperity. 
It is possible that the most reasonable classification 
is to make 1920 the turning point for the European 
countries and 1929 the turning point for the 
United States. . . . 

Three major explanations have been offered for 
these long periods of good and bad times. One 
runs in terms of technological developments, in- 
novations, exploitation of new resources, and the 
opening of new territory. This explanation has 
been advanced notably by Spiethoff, Wiclcscll, and 
Schumpeter. A second explanation runs in terms 


of war. This explanation has been advanced prom- 
inently by Ciriacy Wantrup and has also been 
noted by Kondraticff and Wicksell. A third, run- 
ning m tenns of gold and price moxements, has 
been advanced by Casscl, Warren and Pearson, 
Woytinsky, and others. 

According to the first theory, the periods of 
prolonged good times are periods in which there 
IS a favorable underlying basis for the growtli of 
real investment m the development of tcchnolog)’, 
innovations, and the discovery of new resources. 
In such periods, it is said, the pace of technological 
progress is accelerated far beyond what may be 
expected from the usual run of multitudinous in- 
ventions, each of relatively small significance. In 
the long periods of good tunes quite revolutionary 
new techniques arc introduced which profoundly 
change the character of the whole economy. In 
die periods of the prolonged hard tunes these cx- 
ccjitional technological developments arc damped 
down or run out. The great investment oppor- 
tunities exploited in the preceding period of good 
times arc now largely exhausted. General tech- 
nological improvements of a less profound char- 
acter arc, to be sure, going on, gradually raising 
the productivity of labor and increasing the real 
income. Indeed, the great technological advance 
and the vast real investments completed by the end 
of the long period of good times become the foun- 
dadon upon wliich an advancing real income is 
projected into the succeeding period of prepon- 
derantly hard times. The rise m income experi- 
enced in this period is a function of the higher 
productivity of the factors of produedon achieved 
by the technical advance of the preceding period, 
but the preponderance of hard tunes reveals itself 
in a marked degree of unemployment and in the 
failure of the upswings of the major business cycles 
to reach a condition of full economic activity. 

Professor Schumpeter, with his emphasis on the 
role of innovations, explains the prolonged good 
times of the first long wave by the ehiergencc of 
the Industrial Revolution and the first long period 
of hard times by the readjustments and adaptatioas 
necessary once this new structure had become 
more or less firmly incorporated into the economic 
system. The second period of buoyant good tunes 
he explains by the admittedly new revolutionary 
technique which perhaps more than anything else 
has profoundly altered the character of modern 
industrial civilization, namely, the railroad. There 
can be no question that the development of the 
railroad opened up vast real investment outlets 
throughout the Western world, and that this gave 
a continuous upward push to the economy, mak- 
ing every burst of investment associated with the 
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nujor business mcle a pronounced and strong 
one and tending to weaken the forces making for 
depression In the last quarter of the nineteenth 
century, howeter, came a sharp decline m the rate 
of growth of the railroad industry The third 
period of prolonged good nmcs Professor Schum- 
peter explains by the emergence of the electneal, 
chemicah and automotive industries. Wicksell, m 
his famous C 3 iapter XI in Interest and Prices, pub- 
lished m 1898, emphasized fundamentally the same 
technological factors which are heavily rehed 
upon m Professor Schumpeter’s explanation Spie- 
thoff similarly stresses technological developments 
m his analj-sis 

, Thus, off balance, we conclude that gold 
and monetary factors play a subsidiary role and 
that the mam causes of the long periods of good 
tunes and of chronic depression must be sought in 
technological and mnovational factors, and at 
times in greater or less degree in the fiscal poUaes 
of governments hitherto related mainly to the con- 
duct of nar 

Accordmg to the technological and mnovauonal 
thesis, the ActnficaOon and motorization of the 
American economy dominated the period from 
the late nineties to 1919 From this standpoint this 
epoch may be compared with the period of rapid 
expansion m radroadlradon from the middle 
forties to the decade of the seventies. Both of these 
innovations caused a profound structural change 
in economic life and institutions. Both relate 
mainly to speed of commumcation and trans- 
portation Both opened up enormous opportunities 
for real iniestment, not only directly in the rail- 
roads, in automobile factories, and in roads, but 
also in a vast network of underlying and supple- 
mentary industries, includmg for the last penod, 
glass, rubber, steel, cement, electrical appliances, 
petroleum, and the like. These epochs are dear 
illustrations of the profound impact of the nsc 
of quite new techniques giving birth to a range 
of new Industries and expandmg and developing 
old ones into new Imcs, Both epochs represent 3 
period of rapid growth and expansion. But all new 
del dopments finally reach the stage of maturity. 
Thus, new railroad mileage experienced a rapidw 
rismg trend from the middle forties to the decade 
of the teicntlcs, and thereafter flattened out mth, 
hoixincr, a major spurt in the middle eighoes, and 
cscntuallv In the nineties sharplj declmcd Snrij- 
lirly, the production of automobiles and the c6n- 
stniction of roads eipencnccd a rapid growth mto 
the decade of the twennes. But this rate of growth 
could obsiously not be continued indefimtely. 
Automobile production gradually reached an 
asymptotic levd after 1913, and the curse of the 


construction of roads similarly flattened out to- 
ward the end of the twenties and thereafter 
dcclmed 

!n the long su'eep of technological and innova- 
nonal developments the decade of the thirties is, 
therefore, m.many respects not unlike the fourth 
nartet of the nineteenth ceniurv, with its deep 
epressions of the seventies and the nmenes Thus, 
against the background of earlier experience the 
decade of the thirties is more understandable. 

The early expansion of the raflroad served to 
promote vigorons booms and to cut short tem- 
porary lapses into depression But progrcssis'cly 
the railroad reached maturity and eventually 
ceased to grow The mete slowing down m the 
rate of growth caused an absolute dechne in the 
volume of new mvestment required m the plant 
and equipment of subsidiaiy industries, such as 
iron and steel, which manufactured the materials 
that went mto railroad construcuon Those who 
pomt to the high level of new railroad construc- 
tion which continued on into the eighties miss the 
point. It B not enough that new railroad construc- 
tion should contmue at the high level reached. 
Now construction must continue to rise at a con- 
stant rate if new investment m the underlying, sub- 
sidi^ mdustnes is to be mamtained at the pace 
set Thus, the mere slowmg down m the rate of m- 
crease m new railroad construction was already 
begmnmg to have a dampmg effect on the econ- 
omy long before there was an actual declme m the 
volume of new construction This is the impor- 
tant lesson which we learn from the acceleration 
prraciple. The sharp declme in railroad constnic- 
aon m the decade of the mneues was a significant 
factor in that depressed decade 

But now a new era of buoyancy superseded the 
raflroad era — the era of electnatv and motorcars. 
The three decades 1900-29 witnessed the nso of 
four new gunt mdustnes Street cats led the way 
in the nineties and reached m mvestment peak 
($2 y) ra the decade 1900-09 Capital outlays on 
telephones mcreased rapidly after 1900 and 
doubled in each of the two snccceding decades, 
nsmg to S2 5 billions m the twenties. Electric 
power mvestment first assumed large proportions 
m the decade 1900-09 ($i y billions), mcreased 50 
per cent m the following decade, and leaped for- 
u-ard with a capital expenditure of $8 i billions m 
the tiicnbcs, Automobile production, from only 
4,000 units in 1900, rose to 187,000 units m 1910, 
1,0004)00 m 1915, 2,200,000 in 1920, 4400,000 m 
1925, atid^y,6oo,ooo m 1929 Garages, repair shops, 
and service stations multiplied throughout me 
TOuntry. Thus, the automobile mdustry not only 
fostered gigantic production plants, largely con- 
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ccntratcd in a single industrial area, but also 
opened opportunmes for thousands of small busi- 
ness units located in all sections of tlie countr)' 
roughly in proportion to the consuming popula- 
tion Major subsidiary industries were created or 
expanded on the tide of the vast purchasing poxver 
of tlie automobile industrx', mduding such giants 
as Petroleum, Rubber, Glass Plate, and Steel. Fi- 
nally, outlays on public roads, largely induced by 
the rise of die automobile, reached die figure of 
S9.9 billions in the decade 1910-29 

Thus, an era of buoyant prosperity was gener- 
ated by the growth of four great mdustrles- street 
railways, telephone, electric power, and automo- 
bile industries (includmg Petroleum, Rubber, and 
Glass Plate, largely accessory to the Automobile). 
Also important, but nevertheless dw'arfed by the 
four giants, were the movie, chemical, and elec- 
trical equipment industries 

Just as the railroad c.\pansion came to an end, 
so also the buoyant era of 1900-19. Street railway 
development was largely completed m the first 
decade, telephone and automobile expansion in the 
third decade. Electric power alone remains with 
large prospects for further growth The great era 
of expansion was over by 1930 Thus, the decade 
of the diiraes resembles the conditions m die nine- 
ties, Technological developments malting for c,x- 
pansion had temporarily spent their force. Tliis 
does not mean, however, that eras of buoyant ex- 
pansion are pennanently a thmg of the past. The 
progress of technology, we can be reasonably cer- 
tam, will sooner or later open outlets for enlarged 
streams of investment in great new industries. 

Structural Changes tn Anierican Economy. 
Thus far we have seen diat the decade of the thir- 
ties is largely understandable in terms of past ex- 
perience. But our analysis would remain incom- 
plete if wc neglected to consider one important 
structural change in our economy for which wc 
have no precedent in the past. Always, in the past 
century', expansion has rested not merely on inten- 
sive investment arising from technological prog- 
ress, but also on extensive growth — die occupa- 
tion of new territory and the growth of popula- 
tion. The nineteenth century’ was a unique era of 
extensive growth. 

Appro.ximately in the period of 1915-30, the rate 
of extensive growth rapidly slowed down. The 
decennial increment of population grow'th in 
northern and xvestem Europe, including the three 
great pow'ers, the United ^ngdom, Germany', 
France, and the smaller northern and xvestern 
countnes — Scandinavia, Finland, Belgium, Hol- 
land, Sw'itzcrland, and the Irish Free State — con- 
tinued to rise, or at any’ rate did not decline ma- 


terially' unnl the first World War. The following 
table (calculated from Kuczynski’s The Balance 
of Births and Deaths, p 9) gives the approximate 
increases for the eleven countries of northern and 
western Europe referred to above. ITic penod 
1913 to 1916 IS omitted, since the war abnormally 
reduced the rate of population growth. The decade 
1926-36 may' be regarded as representative of post- 
war nonnal rate of grow'th. 

Decade Increase 

1883-93 10,290,000 

1893-03 14,950,000 

1903-13 14,510,000 

1926-36 9468,000 

In the Um'ted States the decline came later, as 
shown in the table which follows. 

Decade Increase 

1900-10 16,138,000 

1910-20 14,923,000 

1920-30 15,901,000 

1930-40 9,218,000 

In nonhem and w'estem Europe the turning point 
came with the first World War. In the United 
States It came in 1924. 

The expansion of Europe into new territory (in 
terms of both nugration and foreign investments) 
came to an abrupt halt in die first World War and, 
while resumed in the twenties, did not again attain 
its former level. In the Umted States the c.xpansion 
into die great West was followed by several 
decades of urbamzation, and then we turned (via 
capital c.xport) on a large scale to less developed 
countries. This movement ended in the Great De- 
pression. Doubdess, under more favorable political 
conditions, there is sail room for considerable 
foreign investment in the less industnalized parts 
of the world, and it may be axpected agam sooner 
or later to be resumed on a fairly’ large scale But 
no one is likely to challenge the statement that the 
era of development and settlement of new tem- 
toty is largely over. The role of territorial expan- 
sion IS hkely to be much less m the next half 
century' tiian was the case in the mnetcenth cen- 
tury relauve to nanonal income. 

The rapid decline in population growth and the 
exhaustion of the W'orld fronner may well have a 
causal interconnection Certainly' it is true that, so 
long as there were great new territories to be 
opened and developed, rapid population grow’th 
was a healthy econormc development With an 
increasing exhaustion of opportumnes for settle- 
ment and exploitation of new territory', die con- 
tutuanon of the mnetcenth-century rate of popu- 
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laoon CTOvrth would rapidly hare given nse to 
insoluble economic problems. 

It 13 true that the sudden and drastic decline m 
the rate of population growth so far has affected 
mamly western Europe, and highly developed m- 
dustnal countnes, such as the United States. It is 
also true that there are soli areas which have a long 
way to go m the process of industrialization But 
just as the rate of population growth m the highly 
indusmalizcd countnes has rapidly decimed and 
m some is approacbmg zero, so also the possibilities 
of Urge outlets for foreipi investment by these 
countnes appear meager, m terms of luoonal ra- 
comc and wealth, in conmanson with those of the 
nmeteenth century While it is not possible statis- 
ncilly to measure the rate of declme in mvest- 
ment opportumoes with the precision that is pos- 
sible with respect to population growth, m general 
the two movements appear to exhibit a somewhat 
parallel development. 

Population growth and territorial e,xpansion 
opened inst outlets for extensive mvestment of 
capital But, it is argued, may not etjually fas arable 
opportunities for mtenstve Investment take their 
place? The answer appears to be that m the past 
we base enjoyed opportunities for both extensive 
and mtcnsis e mvestment. Now extensive expansion 
IS largely oi er, and there remains only the possi- 
bilitj' of mtensive developments. But mtensive m- 
vestment is not something new Intensive and ex- 
tensile developments have proceeded together, 
each reinforemg the other. New technological de- 
velopments underhe the nmeteenth century of 
expansion. But population growth and the pene- 
traaon into new territory, m turn, played an im- 
portant role in the widening of the market and 
the development of mass production techniques. 
Extensive expansion mmunized the risks of tech- 
nological mnovations and encouraged bold experi- 
mentation. Thus extensive expansion stimluated 
intcnsiv c expansion. Onthcotherside,the pressure 
to find mvestment opportumties, m view of the 
slow mg down of extensive growth, will be greater 
m the future. Industrial research is now far more 
systematic and more generously financed than 
ev er before. 

The era of buoyant nrospenty (184^-73), f>«rd 
largely on the railroad, was mbmatcly Imled up 
with extensive growth and expansion The next 
buoyant era (1900-19), based on electnotv' and 
the automobile, had less to do with mere cxrcnsiv'e 
growth and expansion mto new territorv’, and m- 
volvcd a much more radical transformation m 
consumption habits and wajT of Imng This sort 
of oransformation, mvolvmg vast investment of 
capital, can take place without extensive growth. 


1159 

and under the progress of technology we shall 
doubtless experience agam far-reachmg revolu- 
tionary innovations of this sort There is, perhaps, 
inherent m the process of umovanon a cumulative 
tendency which may be described m terms of a 
geomcenc progression. That this was true, even 
of the past century, is at least m part supported by 
the fact that the percentage rate of mcrease m per 
capita real mcome was approximately a constant 
It IS, of course, always possible that the rate of 
ttchnologvcal development may m the future ex- 
ceed the geometne rate of the past, but here ob- 
viously one enters a field of peculation which 
can be settled only by the actual course of future 
historical events. It is, at any rate, a question 
whether mtensive investment can attam the buoy- 
ancy and tempo of earher periods when techno- 
logical developments were stimulated by popula- 
tion growth and tcmtonal expansion. 

The declme m the rate of extensive e.xpansion 
may partly account for the structural change 
which we ate wimessing m economic insritunons. 
The economic order is undergoing progressively 
changes m its mtemal organization which affect 
Its funcGomng and operation — defense mecha- 
msms, they may be, which seek more or less 
blmdlv and emcnmentally to adjust the economy 
to an era of less rapid extensive growth. These 
changes are commonly described in terms of a 
shift from a fret market economy to a planned 
economy 

In the mneteenth century an automatic price 
mechanism functioned with relanv'ely little mter- 
venoon or control from organizational influences, 
vv hether governmental or private. Each mdividual 
umt in the process of produenon consDCuted, so 
to speak, only a small atom, unable to control but 
instead controlled by the general forces inherent 
m the price mechanism And vvhde, particularly 
from 1870 on, msntuQonal raterferences with the 
automatic functioning of the price system were 
gradually dcvciopmg, it is, broadly speakmg, true 
that these phyed a relanvely mmor role until the 
first World War Just os wars have frequently 
acted as a profound stimulus upon technological 
development, so also the first World War enor- 
mously accelerated the development of institn- 
nona! interferences w'lth the price mechanism. An 
mcreasing degree of regimentation by both public 
and pnvate organizaDon developed with startlmg 
rapidity Ins^ments of control that had gradu- 
alfy been taking shape were perfected and utBized 
on X w idc scale This rev ealed itself in monetary 
and fiscal policy and also m corporate, labor, and 
other pnvate control mechanisms. 

In a free market economy no smglc unit was 



THE THIRD AMERICAN REVOLUTION 


I jfio 

bufficicntly powerful to exert any appreciable con- 
trol over the jiricc nicclunisni. In a controlled 
economy the gotenimcnt, tlic corporation, and 
organized groups all exercise a direct influence 
over the market mcchamsm. Many contend that 
it IS just this imperfect functioning of the price 
system whicli explains the failure to achieve rea- 
sonably full employment in the decade of the thir- 
ties. Some place the blame on corporate price 
policies, some on trade-union practices, and some 
on the restrictions imposed by govermnent. 

There can be no doubt tJiat these profound 


cliangcs in institutional arrangements arc signifi- 
cant. It is not possible to go back to the atomistic 
order. Corporations, trade-unions, and govern- 
ment intervention xvc shall continue to have. Mod- 
ern democracy docs not mean individualism. It 
means a system in which private, voluntary or- 
ganizauon functions under general, and mostly in- 
direct, governmental control. Dictatorship means 
direct and specific control. \Vc do not bate a 
choice between “plan and no plan." We have a 
choice only bctxveen democratic planning and 
totalitarian regimentation. 


JOHN DEWEY 


John Duwey is known the world over as one 
of the most thorough-going philosophers of 
democracy. As he understands democracy, it is 
a phase of human experience that brings with 
it a “reconstiuction” not only of society, but 
of the interpretation of man’s relation to the 
world in general. He secs in the emergence of 
“a common faith,” in the more general partici- 
pation of people in the arts and sciences, in the 
gradual breaking down of barriers of class, 
custom, and prejudice by the inventions that 
have facilitated communication and publicity, a 
general transformation of the range and quality 
of human experience. “Communication" is for 
him, the “most wonderful of all affairs"; for 
out of the arts of communication grow science, 
education, arts, markets, governments — all the 
institutions which make it possible foi men to 
share xvith each other on a significant scale. 
Education is learning to participate in these 
common outlooks and enterprises. Faith m the 
common man, m the potentialities of human 
nature, is for Dewey a hallmark of democratic 
culture, and its moral meaning “is found in 
resolving that the supreme test of all political 
institutions and industrial arrangements shall 
be the contribution they make to the all-around 
growth of ever)'^ member of society." 

Dewey’s philosophy of deniocracy is dif- 
ferent from that of most of his predecessors 
of the nineteenth century by virtue of the 
greater importance he attaches to experimen- 
tal thinking as an- integral factor in making 


democracy work. Liberty and equality arc not 
for Dewey separable from fraternity, for by 
fraternity (in the sense of cooperative, shared 
inquiry) liberty and equality can be gradu- 
ally achieved. They are not the endowments 
of individuals, but the fruits of democratic so- 
ciety, The democratic process of spreading 
public responsibility over progressively wider 
areas demands the e.\tcnsive fostering of the 
powers of free thought and independent judg- 
ment. The dcmociatic process is for Dewey 
tlic more generous communication of experi- 
ence and sharing of sei vices; from such a pro- 
gressive extension of participation comes in- 
creased responsibility, and interests thus be- 
come genuinely public. 

Dewey’s repeated emphasis is that democ- 
racy needs to be more than a form of govern- 
'ment, that it must be a xvay of life dependent 
on the degree to which individuals arc them- 
selves democratic, that is to say, in proportion 
to their commitment to methods of voluntary 
association and agi cement and to mutual con- 
sultation. In the final analysis, the justifica- 
tion of democracy “as the truly human xvay of 
living" is in the similarity it bears to the c.\pcri- 
mcntal method, and its effectiveness rests upon 
the ability to assimilate that method to every- 
day problems, “It is of the nature of science 
not so much to tolerate as to welcome diversity 
of opinion, xvhilc it insists that inquir)’ brings 
the ex'idcncc of observed facts to bear to effect 
a consensus of conclusions — and even then to 
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hold the conclusion sub)ect to what is ascer- 
tained and made public m further new m- 
quines I would not claim that any existing 
democracy has ever made complete or ade- 
quate use of scientific method m decidmg upon 
Its policies But freedom of mqmry, toleration 
of diverse vieivs, freedom of cotrunumcation, 
the distnbution of what is found out to every 
individual as the ulthnate mtellectual consumer, 
are inv olved in the democratic as m the scicn- 
afic method” {Freedom and Culttire, NY,, 

■939) 

For the realization of his ideals Dewey rehes 
less on government than on “voluntary associa- 
tions” Schools, laboratones, umons, lobbies, 
any cooperanve attempt at achieving some 
common good — not to be posiessed as an ex- 
clusive property, but to be shared with suit 
wder groups — these are the institutions of de- 
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mocracy Govemmertt is democratic insofar 
as It IS the servant of these many groups with 
their diversified interests, regulatmg them ih 
the sense of preventmg reciprocal frustration 
of interests Thus Dewey arrives at a plural- 
istic socialism, a community of associated in- 
terests and goods, held together less by state 
control and ownership than by pubhaty of 
interests and sharing of responsibihaes 
Dewey’s concepaon of democracy has come 
at least m part from his experience with edu- 
cational practice and admmistranon and has in 
turn contnbuted tremendously to the reshap- 
ing of educational aims and methods. 

The followmg selection is taken from his 
speech before the National Education Associa- 
tion, 1937, and was published m School and 
Society, April, 1937, under the title Democ- 
racy and Educational Administration. 


Democracy 

BY JOHN DEWEY 


. . . Dcmocfacy is much broader than a special 
political form, a method of conducting govem- 
itient, of maldnp laws and carrying on governmen- 
tal administration by means of popidor suffrage 
and elected officers. It is that, of course But It is 
somethmg broader and deeper than that. The po- 
litical and governmental phase of democracy is a 
means, the best means so far found, for realizing 
ends that lie in the wide domam of human rela- 
tionships and the development of human personal- 
ity It IS, as we often say, though perhaps without 
appreciating all that is involved m the saying, a 
way of life, social and individual The key-note 
of democracy as a way of life may be expressed, it 
seems to me, as the necessity for the pamapation 
of every mature human being in formation of the 
values that regulate the living of men together 
which IS necessary from the stirtdpomt of both 
the general soaal welfare and the full develop- 
ment of human bemgs as mdlviduals. 

Universal suffrapa, recurring elections, respon- 
iihilit)’ of those who arc in political power to the 
voteti, and the other factors of dcmocrauc gov- 
ernment arc means that have been found expedi- 
ent for rcaltuM democracy as the truly human 
w ay of In mg. Thev are not a final end and a final 
value They are to be judged on the basis of their 
comriliution to end It is a form of idolatry to 


erect means into the end which they serve. Demo- 
craac poUacal forms are simply the best means 
that human wit has devised up to a special ame in 
histoiy But they rest back upon the Idea that no 
man or lunitcd set of men is wise enough or good 
enough to rule others without them consent, the 
posinve meanmg of this statement is that all those 
who are affected by Social msatuaons must have 
a share m produemg and managing them The 
two facts that each one iS influenced in what he 
does and enjoys and m what he becomes by the 
instltuaons under Which he lives, and that there- 
fore he shall haVe, in a democracy, a voice m shap- 
ing them, are the passive and active sides of the 
same fact. 

The development of political democracy came 
about through substitution of the method of mu- 
tual consultation and voluntary agreement for the 
method of subordination of the many to the few 
enforced from above. Social atrangemefiB which 
involve fixed subordmation are maintained by co- 
ercion The Coercion need not be physical There 
have existed, for short periods, benevolent despot- 
isms But coercion of some sort there has been, 
perhaps economic, certainly psychological and 
moral. The very fact of exclusion from pamcipa- 
non is a subtle form of suppression. It gives indi- 
viduals no opportunity' to reflect and dcciilc upon 
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what is good for them. Others who arc supposed 
to be wiser and who m any case have more pow cr 
deadc the question for them and also decide the 
methods and means by which subjects may arrive 
at the enjoyment of what is good for them. This 
form of coercion and suppression is more subtle 
and more effective than is overt intimidation and 
restraint. When it is habitual and embodied in 
social institutions, it seems the normal and natural 
state of affairs. The mass usually become unaware 
that they have a claim to a development of their 
own powers. Their e,\pcrience is so restricted that 
they are not conscious of restricuon. It is part 
of the democrauc conception that they as mdi- 
viduals arc not the only sufferers, but that the 
whole social body is deprived of the potential re- 
sources that should be at its service The individ- 
uals of the submerged mass may not be very wise. 
But there is one thing they arc wiser about than 
anybody else can be, and that is where the shoe 
pinches, the troubles they suffer from 

The foundation of democracy is faith m the 
capacities of human nature, faith in human intelh- 
gence and ui the power of pooled and cooperative 
experience. It Is not belief that these things are 
complete but that if given a show they will grow 
and be able to generate progressively the knowl- 
edge and wisdom needed to guide collective ac- 
uon. Every autocratic and authoritarian scheme 
of social acaon rests on a belief that the needed 
intelligence is confined to a superior few, who be- 
cause of inherent natural gifts are endowed with 
the ability and the right to control the conduct of 
others, laymg down principles and rules and di- 
recting the ways in which they are carried out. It 
would be foolish to deny that much can be said for 
this point of view. It is that which controlled hu- 
man relanons in social groups for much the greater 
part of human history. The democratic faith has 
emerged very, very recently in the history of man- 
kind. Even where democracies now evist, men’s 
minds and feehngs are still permeated with ideas 
about leadership imposed from above, ideas that 
developed in the long early history of mankind. 
After democratic political insntutions were nom- 
inally established, beliefs and ways of looking at 
life and of acting that originated when men and 
women were externally controlled and subjected 
to arbitrarj' power, persisted m the family, the 
church, business and the school, and experience 
shows that as long as they persist there, political 
democracy is not secure. 

Belief in equahty is an element of the democratic 
credo. It is not, however, belief in equalit)' of nat- 
ural endowments. Those who proclaimed the idea 
of equahty did not suppose they were enunciating 


a psj'chological doctrine, but a legal and political 
one. All mdividuals are entitled to equahty of 
treatment by lasv and in its administration. Each 
one IS affected equally in qualin' if not in quantity 
by the insntuDons under which he lives and has 
an equal right to express his judgment, although 
the weight of his judgment may not be equal in 
amount when it enters into the pooled result to 
that of others. In short, each one is equally an m- 
dividual and entitled to eqqal opportunity of de- 
velopment of his own capacities, be they large 
or small in range. Moreover, each has needs of 
his own, as significant to hun as those of others 
are to them. The very fact of natural and ps}’- 
chological mequality is all the more reason for 
establishment by law of equahty of opportunity, 
since otherwise the former becomes a means of 
oppression of the less gifted. 

While what we call mtelligencc be distributed in 
unequal amounts, it is the democratic faith that 
It is sufficiently general so that each individual 
has something to contribute, whose value can be 
assessed only as enters mto the final pooled intel- 
ligence constituted by the contributions of all. 
Every authoritarian scheme, on the contrar)', as- 
sumes that its value may be assessed by some prior 
principle, if not of family and birth or race and 
color or possession of material wealth, then by 
the position and rank a person occupies in the ex- 
istmg social scheme. The democratic faith in 
equahty is the faith that each individual shall have 
the chance and opportum'ty to conmbute what- 
ever he is capable of contnbuting and that the 
value of his contribution be decided by its place 
and function in die organized total of similar con- 
tributions, not on the basis of prior status of any 
kmd whatever. 

1 have emphasized in what precedes the impor- 
tance of the effective release of intelligence in 
connection with personal experience m the demo- 
cratic way of living. 1 have done so purposely 
because democracy is so often and so naturally 
associated in our minds with freedom of action, 
forgetting the importance of freed intelligence 
which is necessary to direct and to warrant free- 
dom of action. Unless freedom of individual acuon 
has intelligence and informed conviction back of 
it. Its manifestation is almost sure to result in con- 
fusion and disorder. The democratic idea of free- 
dom is not the right of each individual to do as he 

E leases, even if it be qualified by adding “prow'ded 
e does not interfere with the same freedom on the 
part of others.” While the idea is not always, not 
often enough, exqiressed in words, the basic free- 
dom is that of freedom of mind and of whatever 
degree of freedom of action and experience is 
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nectssarj to produce freedom of mtelligence. The 
modes of freedom guaranteed m the Bill of Rights 
are all of this nature, Freedom of belief and con- 
science, of expression of opinion, of assembly for 
discussion and conference, of the press as an organ 
of communication. They are guaranteed because 
without them individuals are not free to develop 
and society is deprived of what they might con- 
tribute. . 

There is some kind of government, of control, 
whercier affairs that concern a number of per- 
sons who aa together are engaged m. It is a super- 
fieial view that holds government is located m 
Washmgton and Albanv There is government m 
the famUy, in busmess, I'n the church, m every so- 
cial group There are regulations, due to custom if 
not to enactment, that settle how mdividuals m a 
group act m connection with one another 

It u a disputed question of theory and practice 
just how far a democratic pohtical government 
should go m control of the conditions of action 
withm special groups. At the present time, for ex- 
ample, mere are those n ho thmk the federal and 
state governments leave too much freedom of n- 
dependent action to industrial and financial 
groups, and there are others who think the gov- 
ernment IS gomg altogether too far at the pres- 
ent time. I do not need to discuss this phase of 
the problem, much less to try to settle it. But it 
must be pomced out that if the methods of regu- 
lation and admintstranon in vogue m the conduct 
of secondary social groups are non-democratic, 
iihcthcr directly or indirectly or both, there b 
bound to be an unfavorable reaction back into 
the habits of feeling, thought and action of ciorcn- 
ship m the broadest sense of that word. The nay 
in which any organized social interest is controlled 
necessarily plays an important part in formuig the 
disposmons and tastes, tlie attitudes, interests, pur- 
poses and desires, of those engaged m carrying on 
the acuvities of the group For illustrauon, I do 
not need to do more than point to the moral, emo- 
tional and intellectual effect upon both employers 
and laborers of the existing industrial system just 
what the effects specifically are is a matter about 
which we know scry little. But I suppose that 
eiery one who reflects upon the subicct admits 
that It IS impossible that the wajT m which aenv- 
mes art earned on for the greater part of the w ak- 
ing hours of the day. and the way in which the 
share of rndwiduals arc invoUcd in the manage- 
ment of affairs in such a matter as gaming a hvcli- 
hood and artainmg material and soaal secuniy, 
can not but be a highly important factor in shap- 
mg personal dispositions, m short, forming char- 
acter and intelligence 
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In the broad and final sense all institutions are 
educational m the sense that they operate to form 
the amtudes, dispositions, abilities and disabflioes 
that constitute a concrete personality' The prin- 
ciple applies with special force to the school For 
It is the mam busmess of the family and the school 
to mfluencc directly' the formation and growth of 
attitudes and dispositions, emotional, mtellectual 
and moral Whether this educaave process is ear- 
ned on in a predominantly democraoc or non- 
democranc wav becomes, therefore, a quesnon of 
transcendent importance not only for educaaon 
Itself but for its final effect upon all the mterests 
and acavidcs of a soaetv that is committed to the 
democratic way of life 

There are certain corollaries which clarify the 
mcamng of the issue. Absence of parncipauon 
tends to produce lack of mterest and concern on 
the part of those shut out. The result is a corre- 
sponding lack of effecave responsibility. Auto- 
maacallv and unconsciously, if not consciously’, 
the feeling develops, “This is none of our affair; 
it IS the business of those at the top, let that par- 
ocular set of Georges do what needs to be done ” 
The counaies in which autoctaoc government 
prevads art just those m which there is least public 
spirit and the greatest mdifference to matters of 
^ncral as distinct from personal concern Can 
we expect a different kmd of psy’chology to actu- 
ate teachers’ ^Vhere there is little power, there is 
correspondingly httle sense of posinse responsi- 
bjity It B enough to do what one is told to do 
sufficiently well to escape flagrant unfavorable 
noBce. About larger matters, a spirit of passivity 
IS engendered In some cases, indifference passes 
mto evasion of duaes when not ducctly under 
the eye of a supervisor, m other cases, a carpmg, 
rebellious spunt is engendered 

ft stiff 13 also true that mcapacity to assume the 
rcsponsibihaes mvolved m havmg a voice m shap- 
ing pobaes is bred and increased by condiaons m 
which chat responsibility is denied 1 suppose there 
has never been an autocrat, big or httle, who did 
not )U 50 fy his conduct on the ground of the un- 
fitness of his subjects to take part m government. 

What the argument for democracy implies 
IS that the best way to produce ima’aovc and con- 
stnicavc power is to exercise it. Power, as well as 
interest, comes by use and practice Aloreover, the 
argument from mcapacity proves too much If it 
is so great as to he a permanent bar, then teachers 
an not be expected to have the mtelligence and 
skill that are necessary’ to execute the direcoons 
given them The delicate and difficult task of dc- 
velopmg charaaer and good judgment m the 
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ydung needs evety stimulus and inspiration pos- 
sible. It is impossible that the work should not be 
better done when teachers have that understanding 
of what they are doing that comes from having 
shared in formmg its guidmg ideas. . , . 

The fundamental beliefs and practices of de- 
mocracy are now challenged as they never have 
been before. In some nations they are more than 
challenged. They arc ruthlessly and systcmaucally 
destroyed Everywhere there are waves of criti- 
cism and doubt as to whether democracy can meet 
pressing problems of order and security. The 
causes for the destruction of pobtical democracy 
in countries where it was nommally established 
are complex. But of one thing 1 think we may be 


sure. Wherever it has fallen it was too exclusively 
olitical in nature. It had not become part of the 
one and blood of the people m daily conduct of 
its life. Democratic forms were limited to Parlia- 
ment, elections and combats between parties. 
What is happening proves conclusively, 1 think, 
that unless democratic habits of thought and ac- 
tion are pair of the fiber of a people, political de- 
mocracy IS insecure It can not stand in isolation. 
It must be buttressed by the presence of demo- 
cratic methods m all social relationships. The re- 
lations that exist in educational institutions arc 
second only m importance in this respect to those 
which exist in mdustry and business, perhaps not 
even to them. . . . 


THE AMERICAN SCENE 



THE BONUS ARMY 


As FAR AS official Wnshm^on during the years 
of the depression was concerned, there was no 
more disturbing clement in the domestic scene 
than the appearance of an organized veterans’ 
pressure group Unemployment played no 
favorites, and veterans, like millions of other 
workers, found themselves without homes, 
jobs, and financial resources. But veterans had 
a claim on the government they were the 
holders of so-called “adjusted compensation 
certificates" These had been voted as a Sol- 
diers' Bonus to all those who had served in 
World Wat I, but they did not carry immedi- 
ate matuntics It was this desire to urge the 
cashing of the certificates at once that 
prompted a spontaneous movement on the part 
of veterans all over the country to convetge 
on Washington In the spnng of 1932, the 
march of the "Bonus Army" began, and be- 


fore long thousands of veterans were hvmg in 
a mean httle shantytown — the epitome of all 
the “Hoovcrvilles" throughout the coun- 
try — on Anacosna Flats outside of Washing- 
ton 

It IS this “Bonus Army” that Gardner Jack- 
son describes m his article, Unknovm Solditrt, 
here reprinted from The Stirvey of August i, 
1931 The veterans maintained order and 
tvaited quietly while Congress discussed the 
Bonus bill — and rejected it. On July 28, orders 
were given by the War Department to break 
up the camp and disperse the soldiers Paul Y. 
Anderson presents an eyeincness account of 
the resulting "Battle of Anacosna Flats" m his 
Washington report to The Nation in its issue 
of August, 17, 1932. After the events recorded 
here, Herbert Hoover could not possibly win 
the election of 1932 


The army of bonus-seeking veterans now laying 
nege to the Nation's Capitol fits into no ptecise 
category foraulatcd by sociologists or mass psy- 
chologists. The abstracnons phi^d by academic 
students of the faltering American system do not 
encompass the swift-moi mg and vital forces which 
sent thousands of men in their prime of life to dig 
m like rats along Pennsylvania Avenue and on the 
« ''“'■‘Jenng the Potomac River, 

I u “ P ^' ' determination « hich soil 

new when this amcle was written, July 
They arc a conglomerate and colorful mass, 
thj^rtj.fise to fortv-fivc >ears 
Mho base been thrown out of jobs and homes by 
Pc®”'" " more 

Ser;S“'^l”’ *')' «e quite 

^tcsion not tfie way out. But they have found 
something to do immediately They have dis- 


Unknown Soldiers 

BY GARDNER JACKSON 


eover^ that the mass techruque which they 
learned as re^tt or drafted men preparing tb 
fight for the ^erican scheme of We, liberty and 
me purmit of happiness is serviceable to them in 
i bici faded them. 

L'd IT Ih" they first stbm- 

platoons and comparaes under 
wp-sergeant. Without sec- 

4ed3,^'Fo^rS"°‘^ 

One may not agree mteUectualiy or even svm- 
piffice emouonalfy with the suted object of Xese 
onus marcheis on their spontaneous trek from 
^ comers of the country to Washmgton But one 
wnnot mingle much with them and escape the 
Posinvc impression that a large proportfon of 
ffiem are moved fay more than a mem mge to col! 
ect a few hundred daUars apiece. Bllndfy, If you 
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will, they are searching for security, and many 
of them realize that a few hundred dollars will not 
give them that. 

It IS true (as this is written) that nothing in the 
statements of the army’s leaders has outlined a 
program for security They have harped almost 
solely upon the bonus. But m conversations with 
W. W. Waters, thirty-four-year-old c\-canning 
factory superintendent of Portland, Oregon, who 
led the first conungent here and who has three 
times been elected leader, it was clear, early in the 
siege, that he and his associates thought of their 
enterprise as one destined to be the vanguard of a 
march of the general unemployed to demand of 
Congress the enactment of a complete program 
that would insure jobs and relief for all. The bonus 
was just a strategic device they were using. 

Waters, an ev-Socialist, has an attitude typical 
of the average run of men in the army, though he 
is superior to the mass in training and personality. 
He was driven to the adventure by sheer despera- 
tion. He had been out of a job for more than a 
year — which is true of 95 per cent of the bonus 
marchers. His wife and two small children were 
getting along as best they could on relief by friends 
and the regular agencies. Why not try to collect 
the fifteen hundred dollars still owing him on his 
adjusted service certificate’ If he left home there 
would be one less mouth to feed. 

Over and over this story, with slight variations, 
has been repeated to me by members of the army. 
“What’s the good of going back home, if we 
haven’t got jobs or money?” they ask. “The wife 
and kids are better oflF without us. They get their 
relief whether we’re there or not. And they don’t 
have to worrj'^ about us hangmg around and about 
feeding us.” That note of sharp discomfort over 
being m the home without a job is in the tones of 
many of them — a sense of deep uneasmess as their 
wives perform their housekeeping and mothering 
tasks under distressmg circumstances or even per- 
haps work at odd jobs as charwomen or waitresses 
while they, the supposed breadwinners, are idle. 

No accurate estimate of the number of married 
men among the fifteen thousand to twenty thou- 
sand bonus marchers is possible, but it is safe to 
lace the proportion at 60 per cent. More than 
alf of that number, to be conservative m my 
figures, have children. When the camps were fairly 
well established an increasing number of vet- 
erans began to arrive with their famihes. The wail- 
ing of ill-nourished youngsters became common. 
Milk was scarce. 

These men did not appear to be starving as they 
hiked or rode into Washington in rattletrap old 
cars and trucks. This is contrary to the picture of 


the men drawn by bonus-thumping politicians in 
Congress and by some newspaper correspondents 
Bur consider for a moment the manner m which 
these marchers dug in and organized themselves 
on the Anacostia mud flats without help from any- 
one. Consider the appalling living condiuo’ns 
which they underwent there and elsewhere m the 
city for five weeks before a sign of serious sickness 
appeared among them. This, it seems to me, is fair 
evidence that they were not worn down by starva- 
tion. 

That first contingent of veterans from Oregon, 
and those from other states which followed in 
rapid succession, who were lodged across the 
Potomac by Bng.-Gen Pelham D. Glassford, su- 
perintendent of the District police, stvept up over 
a hill beyond the Anacosua flats, scavenged the 
city dump heap on top of it and literally, within 
the space of several days, built their camp out of 
that refuse plunder. Such an accomplishment 
hardly seems the work of men languid from 
under-nounshment. 

Egg-crates, paper-boxes, rusty bed-springs; 
fenders, bodies and scats from junked autos, pieces 
of corrugated iron roofing, rusty fence-wire, 
filthy old bed-ticking, chicken-coops, moth-eaten 
blankets, parts of baby carriages — these and scores 
of other articles composing the dump-heap of a 
large city went to make the dog hovels under 
which the veterans sought protection. Burdock 
leaves and long grasses from the mud flats, woven 
into the chicken wire, were prized roofing ma- 
terial. There the veterans slept, under primitive 
shelters barely high enough to allow their bodies 
to rum, and there many of them still sleep, ram or 
shine, under conditions reminiscent of war. This 
Anacostia camp is the main camp, housing, or per- 
haps more accurately, shcltermg ten thousand 
members of the army. 

Through the good ofiiccE of General Glassford, 
the only oflicial of either the District of Columbia 
• dr the federal government willmg to assume re- 
sponsibility for the care of the veterans, a small 
amount of lumber was secured to build sheds. He 
also was instrumental m borrowing some tents 
from a neighboring National Guard outfit, while 
other tents were set up by the “Sallies” and other 
religious orgamzations. One of the tents had a 
large sign on it proclaiming, “Christian Services — 
morning — afternoon — evening — Jesus Saves.” 

The ex-soldiers outside the Anacostia camp — 
those in the vacant buildings and in the two camps 
where barracks and tents were ready, fared some- 
what better. But even they, lacking anj’thing ap- 
proaching an adequate supply of cots, beds or mat- 
tresses, have been livmg a decidedly uncomfon- 
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able life. Yet they all have shoisn a sumnsmg 
rc5ibcncc under it- — hardly the resilience of starv- 
ing men 

^ough not actually stan-mg, these men — the 6o 
per cent of them who are not mere floaters or out 
for a lark — arc at the end of their ropes They are 
close enough to starvation to know what it means 
for themsdves and their famflies. The depression 
began to get its talons in them over a year ago. 
The stark realization of what they are up against 
came gradually They lost their regular jobs as 
sheet-metal workers, lumberjacks and sewer build- 
ers. They w ere able to piece out for a while with 
odd jobs — jobs mowmg lawns, helping m truck 
gardens, washmg automobiles, diggmg ditches, do- 
mg anything to get a few dollars for home. Then 
rhese odd jobs got scarcer and w’ere no longer to 
be had That’s the average story of the army 

Comment has been general on the excellent dis- 
oplmc evidenced by the polyglot army in which 
Negroes and whites mmgled without restriction 
and m which the relanvely few white-collar 
wotkers^he lawyers, doctors, newspaper men 
and office men — are uking the scaniy pot-luck 
with coal mmers, truck drivers and plumbers The 
men up to the tone these w ords are set do\vn have, 
indeed, practised the first large scale attempt to 
mimic Mahatma Gandhi’s passive resistance (I 
might be thrown out as a red if 1 told them that in 
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person) Gathered in large numbers around the 
Capitol the mght the Senate voted down the bonus 
bill, they were m an unceitam mood when they' 
heard the news. There was great tension and con- 
siderable growhng A brief word from young 
Waters on the Capitol steps sent them home. Nor 
did their resentment flare mto actne demonstra- 
tion when the pohee raised the drawbridge over 
the Potomac to keep back a large body of them 
headed for the Capitol 

Among the factors contributmg to this pas- 
sivity, three seem to me prominent. First is the 
understanding and mtelligent handlmg of their 
problems by General Glassford and the police 
under his direction. Second is the habit of routme 
and acquiescence established in them by their 
service in the War — a habit which is not easily lost 
once It IS firmly implanted Third is realization by 
the veterans that, although they have far from 
universal support for their bonus demand, they 
have strong sympathy of large sections of pubhc 
opmion for their general predicament. They have 
the hunch that violence of any kmd might jienate 
that support. 

But there has been no genuine leadership That 
IS one of the tragedies of dto army, this microcosm 
of American life under conditions of a deep de- 
pression, Which way are the forces to mm? , . . 


Teccr-Gas, Bayonets, and Votes 

BY PAUL Y. ANDERSON 


Hooita’s csMPAicv for reelecaon was launched 
Thursday, July 38, at Pennsylvama Avenue and 
Third Street, with four troops of cavalry, four 
companies of infantry, a mounted machine-gun 
squadron, six whippet tanks, 300 city policemen 
and a squad of Secret Service men and Treasury 
agents. Among the results immediately achieved 
were the following 

Two veterans of the World War shoe to death, 
one clc\ cn-w ceks-old baby m a grave condroon 
from gas, shock, and exposure, one cight-year-old 
boj partially blinded by' gas, two policemen’s 
skulls fractured, one bistander shot uirough the 
shoulder, one \ etcran’s ear set ered with a cavalry' 
saber, one veteran stabbed m the hip with a bay o- 
nct, more than a dozen \ctcrans, policemen, and 
soldiers injured by bricks and dubs, upward of 
ixwo men, women, and children gassed, induding 
policemen, reporters, ambulance dnters, and ies£ 
dents of \\ ashington, and approximately $iox>oo 
w-oi^ of pronerty destroy^ by fire, including 
cloihmg, food, and temporary shelters of the 


veterans and a large amount of buildmg material 
owned by a government contractor . 

Save for the feeble gestures of the isolated Com- 
munist group rhere was no trouble until that fatal 
Thursday, due in part to the remarkable tact and 
common sense of General Glassford, the chief of 

f iohce, in part to the disciplme enforced by the 
eaders of the camps, and m part to the essentially 
law-abiding instincts of the men themselves. The 
worthy' Hurley mouths mdignant phrases about 
panhandling” and “forced tribute from citizens,” 
hut m all my visits to the camps I was never asked 
for anything more valuable than a cigarette — and 
I am a fairly prosperous looking ciazen. As soon 
as wngress adjourned there was a steady exodus 
of the campers, as attested by the daily statements 
of the Veterans Bureau, dutifully reported by the 
Associat^ Press and Admmistraoon newspapers. 
Rc^nsible oflicials repeatedly declared it was 
01^' a matter of days until aU would be gone 
But suddenly someone high m authority deaded 
the government must have immediate possession 
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of the partially rarcd block bounded by Third and 
Fourth Streets and Pennsylvania and Missouri 
Avenues, u here abouV i ,500 u'crc existing in aban- 
doned buildings and makeshift huts. Most of these 
people were from Texas, California, the Carolinas, 
Nebraska, West Virginia, and Florida, which are 
not exactly hotbeds of “radicalism.” Instructions 
went from the Treasury to the District commis- 
sioners to have the police evict the squatters. On 
two occasions Glassford convinced the commis- 
sioners that the police had no authority to conduct 
such evictions, and pointed out that the procedure 
for eviction is definitely prescribed by law. On 
Wednesday there was a conference at the White 
House attended by Hurley, Attorney-General 
Alitchcll, and General Douglas MacArthur, chief 
of sta/T of the aniiy. On Thursday morning Glass- 
ford was informed that Treasury agents w’ould 
begin evacuation of a part of the block, and that 
if anj’onc resisted eviction he was to be arrested 
for disorderly conduct. This meant that the actual 
eviction would be done by the police, and so it 
worked out. Someone had devised a technicality 
for getting around the law. Glassford’s protests 
were unavailing. It w'as obvious that irresistible 
pressure had been applied to the commissioners. 

One building was emptied with little difficulty 
of all but one occupant — a legless veteran whom 
Glassford permitted to remain until the Veterans' 
Bureau could take care of him. An hour later, at 
noon, three men, one carrying a large American 
flag, started a march across the block, followed by 
several hundred. When the leaders encountered a 
policeman he grabbed the flag. There was a scuffle, 
and one of the marchers xvas hit on the head with 
a nightstick. He wrested it from the officer and 
struck back, Other policemen rushed toward the 
spot, and tlicrc was a shower of bricks from the 
marchers iq the rear. I was standing about forty 
feet away, and it looked like an ugly mess, but the 
cops kept their heads and no shots were fired, 
Glassford efashed into the heart of the melee, 
smiled w'hcn a brickbat hit lum in the chest, and 
Stopped the fighting in a few' seconds. Within tw'o 
minutes tlie veterans w’ere cheering him lustily. 
Two policemen had been badly hurt by thrown 
bricks, and several veterans were bleeding from 
the clubbing they had received and from accidental 
hits from within their own ranlcs 

The trouble w'as resumed with more serious 
consequences two hours later when a policeman 
attempted to bar several veterans from a building 
which, in fact, had not been prohibited to them. 
They rushed him and he shot. A fellow officer 
coming to his assistance was hit with a missile and 
likewise opened fire. Still others joined in. Glass- 


ford, on the .second floor of the same budding, 
commanded his men to stop shooting, and the 
policeman who had fired the first shot and who 
apparently W'as hysterical, whirled and aimed his 
revolver at the chief. In this encounter nvo vet- 
erans w'crc fatally wounded, another received a 
flesh wound, and a bystander got a policeman’s 
bullet m the shoulder. 

It was soon afterward that Glassford made an 
illuminating statement to reporters. He said: “The 
trouble began when 1 was compelled to enforce an 
order which 1 considered unnecessary. In a few 
more hours this area could have been evacuated 
peacefully.” 

The truth of tlvis statement seemed evident. The 
men had been advised by their leaders to move, 
better quarters had been promised, and plainly 
they were ready to follow Glassford’s counsel. 
The trouble was that someone in authority had 
dcrenmned to force the issue. Two District com- 
missioners reported to President Hoover that the 
civil authorities were “unable to maintain order,” 
and within a few mmutes infantry, cavalry, 
machine-gunners, and tanks were on their way 
from Fort Alycr and Fort Washington — although 
they vvcrc delayed an hour in the rear of the White 
House while an orderly dashed back to Fort Alycr 
for the tunic, service stripes, and English wiiipcord 
breeches of General AfacArthur, the valiant chief 
of staff having steeled himself to lead the offensive 
in person Again wo have a significant disclosure 
from General Glassford. the one official whose 



He did not tell the commissioners that the police 
were unable to handle die situation — on the con- 
trary, he told them the police could handle it “un- 
less the’ field of operations was to be expanded”; 
he did not ask for troops, w'as not consulted" about 
calling them out, was not informed they were 
coming, and was not consulted by their officers 
when they arrived. In short, the whole affair had 
been taken out of his hands by someone higher in 
authority, someone resolved on an actual clash be- 
tween the regular army and the cneanmed vet- 
erans. , . , Before me is a statement by Secretary 
Hurley which contains the following words: 

No one was injured after the coming of the 
troops. No property was destroyed after the com- 
ing of the troops except that wliich was destroyed 
by the marchers themselves. The duty of restoring 
law and order was performed with directness, with 
effectiveness, and with unparalleled humanity and 
kindliness. 

Let us see. When the troops arrived they actu- 
ally were cheered by the veterans on the south 
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sidewalk of Pennsj-lvama Avenue. A cavalry of- 
ficer spurred up to the curb and shouted "Get the 
hell out of here.” Infantrymen with fixed bayonets 
and trench helmets deployed along the south curb, 
forcing the veterans back mto the contested block 
Cavalry deployed along the north side, ndmg their 
horses up on the sidewalk and compellmg pohee- 
men, reporters, and photographers to climb on 
automobiles to escape being trampled A crowd of 
three or four thousand spectators had congregated 
in the S’acant lot on the north side of the avenue. 
A command was given and the cavalry charged 
the crowd with drawn sabers. Men, women, and 
chddren fled shriekmg across the broken ground, 
falling mto excavations as they strove to avoid the 
rearing hoofs and saber points. Meantime, the m- 
fantt^' on the south side had adjusted gas masks 
and were hurhng tear bombs mto the block Into 
which they had just driven the veterans. Secretary 
Hurley sutes that “the buildmg occupied by the 
women and children was protected, and no one 
was permitted to molest them " 

What he means by "the bonding" I do not 
know, because scores of shanues and tents m the 
block were occupied by women and chddren. I 
know that I saw cioiens of women grab their chil- 
dren and stagger out of the area with streammg, 
blmded eyes while the bombs fizzed and poppM 
all around them 1 saw a women stand on the Mis- 
soun Avenue side and plead with a non-commis- 
sioned officer to let her rescue a suitcase which, 
she told him, contained all the spare clothing of 
herself and her child, and I heard him reply "(Get 
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out of here, lady, before you get hurt,” as he 
calmly set fire to her shanty 
Secretary' Hurley defiantly' announced that 
"statements made to the effect that the billets of 
the marchers were fired by troops is a falsehood ” 
On the day when he first made this declaration 
It appeared m dozens of newspapers which also 
published a graphic Underwood and Underwood 
photograph of an mfantryman applying a torch 
to a veteran’s shanty. 1 am only one of numerous 
reporters who stood by while the soldiers set fire 
to many such shelters. In the official apologia, the 
Secretary asserts that “the shacks and tents at 
Anacostia were set on fire by the bonus marchers 
before the troops crossed the Anacostia Badge," 
I was there when the troops crossed They cele- 
brated their amval at the Anacostia terminus of 
the bridge by tossmg gas bombs mto a throng of 
spectators who booed and refused to “get back” 
as soon as ordered About fifteen mmutes after 
their arrival m the camp the troops set fire to two 
improvised barracks These were the first fires. 
Pnor to this General MacArthnr bad summoned 
all available reporters and told them that “opera- 
nons are completely suspended,” that “our ob- 
jective has been accomplished,” that “the camp is 
virtually abandoned.” and that it would “not be 
burned” Soon after making that statement he 
departed for the White House. When the two 
barracks ignited by the soldiers had been bummg 
fiercely for at least thirty mmutes, the veterans 
began firing then own shelters as they abandoned 
them. . . 


THREE DEMAGOGUES 


In Vantasttc Interim — which covers the penod 
from Versailles to Pearl Harbor — Henry M, 
Robinson exposes some of the sillier aspects of 
an America, which, during the luneteen nven- 
tics and thirties, was running away from its 
tcsponsibilmcs Our entry into World War II 
Mas both atonement and opportumty; the 
tt'orld could not be at peace or economically 
prosperous unless we were ready to take our 
legitimate place in it, Robinson does not con- 
(tem himself with fatuines alone. He calls at- 
tention to a Sinister aspect of the nineteen thir- 
nts the flourishing of a large company of 

demagogues — many' tvith great follomngs 

who turned back to older nauvisac ideas for 


the purpose of preaching hatred, division and 
isolationism Because unemployment continued 
and scennty', pohacally and economically, 
was still remote, millions of Americans listen^ 
to such rabble-rousers and not infrequently 
talked the language of fascism 

This fault m our cultural pattern — the same 
one already' noted here as existing in the 
eighteen thiraes and mneaes and the nineteen 
nvennes— conanues to trouble and divide 
Amencans 

The sclecaon here reprinted is from Fm- 
tamc Intermi (New York, 1943) and is pub- 
lished by permission off Harcourt, Brace and 
Company. 
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THE THIRD AMERICAN REVOLUTION 


Fantastic Imerivi 

BY HENRY M. ROBINSON 


Three Economic Corn Doctors 

These were the years when mountebanks ca- 
vorted publicly and pushed to vicious lengtlis 
their medicine-tent panaceas. Dcniagoguerj' and 
pied-piperism had their innings, the unwashed 
multitude threw its nightcaps in the air while 
promises of “ham-and-egg” pensions and various 
sharc-thc-wcalth programs fell from the lips of 
dangerous men Loudest and most persuasive was 
Huey Long, the Louisiana Kingfish, a historically 
unmatched clown, who but for his timely death 
might have poured disaster over the American 
people as he had already loosed it on his native 
state. 

The Kingfish had used Louisiana as a provmg- 
ground for his political methods and as a sprmg- 
board for his manic ambinon. Startmg as a sales- 
man of a cure for “women’s sicknesses,” Huey 
early learned the acts of greasy eloquence and 
political blandishment. On a borrowed $400 he 
put himself through a three-year law course in 
eight months, and at the age of twent)'-onc be- 
came a candidate for the Louisiana Railroad Com- 
mission. In screaming Imen and a flashy second- 
hand automobile Huey penetrated remote sections 
never before visited by ofiicc-seekers. He handed 
out recipes for clabber, raised up hearts with de- 
nunciations of Wall Street and city sbekers — and 
kept at It eighteen hours a day until he was elected 
Ten years later, when he had completed his con- 
quest of Louisiana, he was an unopposed dictator, 
bellowing self-made statutes at Ae legislature, 
crushing rivals as a chimpanzee cracks peanuts, or 
buying them up with venal cash. Of one Louisiana 
senator, Huey said- “I got that guy so cheap I 
thought I stole him.” Of another- “I bought him 
like a sack of potatoes.” With Louisiana sewed up 
lock, stock, and cash register, Huey turned his 
attention to wider fields, and forthwith had him- 
self elected to the Senate of the United States. 

For the first few months of the New Deal, the 
Kingfish swung his support to the Roosevelt Ad- 
ministration, but he became disgruntled when the 
White House refused to accept his bullying lead 
in matters of patronage and Federal funds. During 
a visit to the President at the White House, the 
boorish Long kept a brightly beribboned straw 
hat on his head, removing it only to tap the Presi- 
dent on knee and elbow to emphasize a point of 
V Kingfish doctrine. Roosevelt, coolly amused. 


punished the Louisiana lout by holding up Federal 
cash and appointments till Huey’s neck cords 
swelled in anger. Soon it was open war benveen 
the Kingfish and the White House, and the coun- 
try got a taste of Huey’s vituperative quality as 
he spat msults and charges from the floor of tlie 
Senate. His particular target was Jim Farley, whom 
he accused (utterly without basis) of diveinng 
Post Office contracts for personal gain “Jim can 
take the corns off your feet without removing 
your shoes,” he told the Senate. Sartorially re- 
splendent in a tan poplin suit and a necktie of 
mottled green and red, he pilloried Administration 
leaders while the galleries roared Down the list 
he went, naming the White House hierarchy. He 
called the President “a liar and a faker.” Farley 
was termed “Prime Minister James Aloysius, the 
Nabob of New York.” Ickes got the title of “High 
Lord Chamberlain the Chinch Bug of Cliicago.” 
Secretary of Agriculture Wallace was dubbed the 
“Honorable Lord Destroyer of Crops, the Igno- 
ramus of Iowa.” And General Johnson, the NRA 
Chief, was ticketed as “the expired and lamented 
Royal Block, Hugh Sitting Bull.” 

“One sure way to avoid Huey P. Long for 
President,” the Kingfish warned Roosevelt, “is to 
adopt God’s laws. ... Do as God commanded 
and I will be as little as one of the sands of the sea ” 
(Aquinas via Baton Rouge ) And then again- “I’m 
as big as Roosevelt right now. Why he’s copying 
my share-the-wealth speeches now, the ones 1 was 
writing when I was fourteen vears old.” 

When asked “Will we ever have Fascism in the 
United States,” Long replied. “Sure we’ll have 
Fascism, but we’ll call it anti-Fascism.” 

In 1954 Huey turned his share-the-wealth slogan 
into a nation-wide club with no dues; and soon was 
claiming 3,000,000 members. His Utopian plan 
romised that “ever)’ family would be furnished 
y the government with a homestead allowance 
of not less than onc-third the average family 
wealth of the country, which means that ever)' 
family shall have the comforts of life up to a value 
of from $5,000 to $(5,000.” But when the Kingfish 
tried to explain )ust how this was to be accom- 
plished, he was something less than lucid. Appar- 
ently, holders of various possessions — cash, houses, 
automobiles, and stock certificates — would simply 
turn tliem over to the Government, whereimon 
members of Huey’s Everx'-Man-a-King Club 
would file petitions setung forth their needs and 
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would promptly be furnished with whatever they 
te<)uired Carleton Beals called the whole scheme 
"the weird dream of a plantation darky " 

Long’s popularity with the underprivileged ele- 
ments of American society is understandable he 
simply promised them sometliing for nothing, and 
thus fitted m perfectly with the prevailing HJ 
Dorado concept of Amencan life. The fact that he 
plarmed to dispense with the uvo-parw sj'stem, 
then supplant it with his own polmcai partj’, a 
Fascist setup with the Kmgfish as dictator, alarmed 
his followers not at all It did, however, greatly 
alarm the more thoughtful members of soaetj, 
who saw in Long’s program merely an extension 
of his ruthless megalomania Such persons were 
not altogether unhappy when, on September 8, 
I9J5, Huey Long was fatally wounded by a young 
phsTiiciaa, Carl A. Weiss, Jr., whose father had 
been deeply wronged bv the Long machine The 
body of the tyrannicide Weiss was immediately 
ndcUed by sixty-one bullets from the guns of 
Huey’s henchmen. Long cspired a few days later, 
wudely unmoumed 

Another defector from the New Deal ranks 
svas the Reverend Charles E. Coughlin, the “Radio 
Priest” whose inflammatory exhortanons over the 
air waves were a strange perversion of the papal 
encj’clicals of Leo XIII. plus a Fascism of Cough- 
lin’s oivn brand This ecclesiastical demagogue was 
annlabor. anademocratic, anti-Semitic, and anti- 
rauonal Coughlin came to the diocese of Sr. Ames 
Church m Detroit m 1913 Three years later 
Bishop Gallagcr of Detroit selected the young 
nest to expand the Roval Oak parish At first he 
roadcast sermons over WJR, later he gave after- 
noon talks to children. For four years hn homilies 
roused no undue attention, then about 1930 he 
realized that through the Holy Ghost, or other- 
wise, die gift of tongues was upon him In re- 
sponse to a new leavening of politics and eco- 
nomics in his sermons, letters started to pour in. 
At once he spread himself, formed the Radio 
League of the Little Flower, grew to national 
stature oicmight. His tone now became mflam- 
mitotj’ as he poured forth an indiscriminate stream 
of abuse against bankers, mass production, Morgan. 

i ewi, Russu, and gold .Money came m from mil- 
ons of listeners, crubling him to create his own 
radio network, which eventually mcluded twenry- 
six stanons stretching from Alame to Colorado 
Soon he became a power in Washington and an 
accredited spokesman of the New Deal 
But by the end of 1933 Coughlm had left the 
New Deal far behind Wth impassioned vehe- 
mence, he clamicd that the New Deal was not 


movuig fast enough m its program of taxation, 
nationalization of banks, abolition of tax-free 
bonds, and the protection of the bttle man To 
hasten the millennium, Coughlm formed the Na- 
Donal League for Social jusnee, descnbmg it as 
“a lobby of citizens on a nanonal scale ” It turned 
out to be a new political party, organized m detail 
by local cells and Congressional dismcts. Soon 
CoQghlm was prcdictmg the end of the two major 
arnes m Amcnca and the arrival of a Fascist state 
ased on the Coughlm model 

Mcann hile, the Radio Priest’s financul manipu- 
lations were becoming a matter of public mterest. 
An audit of his operations revealed some embar- 
rassmg facts. These included (i) the creation of a 
corporation called the Social Justice Poor Society, 
designed to help the mdigent, but actually used as 
a holdmg company for a private publishmg firm. 
(1) When the Government published the list of 
holders of silver, the largest in Michigan proved to 
be the young woman who was secretary of Father 
Coughbn’s orgamzanon She held 500x100 ounces, 
at the very time when Father Coughlm was cry- 
ing over the radio "The restoranon of silver to 
Its proper value is of Christian concern I send to 
you a call for the mobilization of all Christianity 
against the god of gold ” To many it seemed that 
the Radio Pnest was using his microphone pulpit 
to boost the price of silver, from which profit 
would accrue to his undertakings. 

Promment Catholics opposed Coughlm. AI 
Smith called him a "crackpot” and Cardinal 
O’Connell denounced him as a false representative 
of the views of the Catholic Church But Coughlm 
flourished, carrymg on busmess from his old stand 
at the Shrme of the Little Flower This magnificent 
edifice was constructed with dramatic theatncism 
At night great spotlights, arranged with the skill 
of a Nazi party organizer, played over rhe huge 
relief of the crucified Christ, who looked down 
from His cross upon the gasolme sution called 
"Shrme Super Service” and the hot-dog stand, the 
“Shrme Inn ” 

Of all juvenile plans proposmg to make men 
equal before Mammon, none was so mfannle as the 
scheme brought forward by Dr Francis E. Town- 
send So fair w'as the illusion created by his project 
that 25,000,000 people signed their names to the 
petition beggmg Congress to enact the Townsend 
Plan into durable law In mid-1934, six months 
“fter Townsend appeared on the pohtical scene, 
3,000 Townsend Qubs were formed A Townsend 
national weekly was circulatmg, and Townsend 
buttons, stickers, and antomobile plates were 
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sported by 8,000,000 people old enough to know 
better. 

Townsend, a retired physician of Long Beach, 
California, was undoubtedly honest, unselfish, and 
inotiv ated by the highest principles. Righteous in- 
dignation started him on his crusade. One day in 
1933, gazing from the window of his home, he saw 
three old women foraging for their dinner in a 
garbage can. For a moment his body was twisted 
with physical revulsion, then, straightening his 
tall frame, he burst into a torrent of profanity so 
vehement that his wife rushed into the room to see 
what was wrong. He emptied himself of anger, 
then in an after-period of quiet thought the Town- 
send Old Revolving Pension Plan (OARP) 
was born. The Townsend Plan proposed to end 
destitute old age and at the same stroke lift the 
country out of economic stagnation. How? By the 
simple process of giving everyone over sixty (8,- 
000,000 people in all) $200 a month — the only 
stipulation being that the money be spent within 
thirty days. The plan was a shining turret of the 


great American cloud costlc, and old folks 
crowded forward clamoring for immediate and 
pennanent possession. 

Townsend first proposed raising the money by 
a 15 per cent sales tax, but later calmly changed 
this to a 2 per cent tax on all business transactions. 
His simple belief was that if 5 2,000,000,000 were 
forced into the American economy ever}' thirty 
days, the consuming power thus created would 
start the wheels of production turning, put the un- 
employed back to work. This process, lie averred, 
could be kept up forever. Kathleen Norris, after 
diligent study, hailed OARP as “audacious, orig- 
inal, inspired,” but cooler-blooded John T. Flynn 
pointed out that the purchaser of an ordinary 
overcoat might have to pay $250 for his garment, 
to absorb the accumulated taxes beginning with 
the sheep-raiser and ending in the clothing store. 
Tlie OARP flared up vigorously in the 1936 
campaign, then joined the corpses strewing the 
board depression highway, already littered with 
the debris of a thousand econonuc panaceas, , . , 


INCOME, WAGES, AND FRODUCTIVITV 


As THE KNOWLK.DGE and use of statistics be- 
came more scientific, Ameiicans in the 1930s 
came to learn much more about the economy 
they were living in and something of the road 
along xvhich real progress in the future had to 
move. Notably, studies of income, wages, and 
productivity were being made; and some of the 
results of these investigations are presented 
here. They should be compared with analyses 
that have been reprinted in earlier sections of 
this book. 

S.S. Kuznets (1901- ) in his Nati 07 ial In- 
come and Its Cotnposkton (New York, 1941) 
presented the course of the American econ- 
omy from 1919 to 1938 and there showed the 
great development in the “net value of the 
services individuals and their property con- 
tribute to the production of economic goods’' 
up to 1929 and the losses suffered during the 
nineteen thirties. A brief statistical sumniary 
of his results will help explain Kuznets’s con- 
clusions. 



National Income 

National Income 


(Billions of cur- 

(Bllliotts of ipzp 

Years 

rent dollars) 

dollars) 

1919 

64.2 

57.0 

1929 

87.2 

87.1 

1932 

42.9 

55.6 

1938 

65.5 

78.0 


Kuznets then points out: 

“Tlic decline from 1919-29 to 1929-38 in the 
totals in current prices is due exclusively to 
the downward tilt of the pnee levels. When 
adjusted for price changes, the income totals 
rise from the first to the second decade." How- 
ever: “Population, the number of persons 
gainfully occupied and of consuming units 
grew from the first to the second decade at a 
rate appreciably greater than national income 
(in 1929 prices); the number of equivalent 
full-time units employed declined slightly. As 
a result, national income per consuming unit 
declined over the period; national income per 
unit employed grew," 
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Thanks to the work of Paul H. Douglas 
(1B92- ) m his Red Wages m the United 
States (Boston, 1930), Amencans were learn- 
ing to what extent real wages, notably in the 
nineteen nvenbes, had risen Examining, first, 
average hourly camirtgs for all industry, 
Douglas showed 

I That the increase was from S 2 u in 1 890 
to $.71 a m 1 9161 or three and a third times 
what they had been during the nineties. In 
1926, the average was two and a quartet times 
the 1914 average. 

2, The real earnings during 1900 to (914 
were above the level of the mneties, bemg ap- 
proximately 6 percent more. (Thus, Douglas 
challenges King’s carher estimate ) In 1917, 
despite wartime inflation, the mdex still re- 
mained above the average of the nineties by 
3 percent, in 1918, by 5 percent and in 1919 by 
7 percent. By 1923, relanve real earnings stood 
at 1 32 and m 1926 at 1 38 That is to say, m 1926 
there was a gain over the nineties in the pur- 
chasing power of an hour's work of 38 percent, 
which was also equivalent to an advance of 
30 percent over 1914. 

Douglas also sought to estimate average an- 
nual money eammgs and real earmngs for all 
Industries excluding farm labor Some selected 


years 

are here presented 



Average Eammgs 

Real Earmngs 

year 

m Dollars 

(1890-99 - loo] 

1890 

486 

98 

1897 

474 

99 

1900 

503 

99 

1914 

«75 

lOl 

1920 

Ir359 

106 

1921 

1,320 

III 

1922 

1,291 

"7 

1913 

■<379 

1*3 

1924 

'•375 

222 

1925 

'•409 

122 

1926 

'.444 

tiS 


Douglas examined the productivity of labor 
In manufacturing and came to conclusions later 


confirmed by Spurgeon Bell in one of the se- 
lections repnnted in this section Douglas 
showed that between 1899 1915, the out- 

put per man hour in manufacturing increased 
from 100 to 132, of at the rate of about 2 per- 
cent each year There was no Sigmficant im 
crease during the xVar years (unbke the e.x- 
traordinary expenences of 1 940-45), but in 
the nineteen twenties productivity once more 
rose steeply — from 132 m 1922 to 177 m 1923 
However — and this is the point — ^the pro- 
ducnvity of labor in the hmetecn twenties in- 
creased more sharply than the real wages 
When the whole penod is examined, neverthe- 
less, Douglas conics to the conclusion that la- 
bor’s share of the value product of industry 
mcreased from 1899 to I921, and while it de- 
creased from 1922 to 1925, It was m 1925 still 
above the average of 1899 

This was very real progress smcc the nineties 
— ^but there were soil many zones to be con- 
quered m the economic fight against inequal- 
ity and Scarcity The three selections here re- 
printed throw farther light, m statistical 
terms, on the problems confronting the Amer- 
ican economy during the depression and m the 
future. 

The first is repnnted from Constemer In- 
comes, <535-153^, a study made by the Na- 
tional Resources Comrmttec, a government 
agency Usmg WPA Workers, Washmgton 
bureaus surveyed the income and spending 
habits of over 300,000 families in the United 
States and by this sampling device came to 
important conclusions. The study found that 
there Were 294 million famihcs m the coun- 
try of whom 65 percent received less than 
$1,500 annually, while i percent' received 
$10,000 or more There was concentration, 
too. Three percent of the families received an- 
nual incomes of $5,000 or mote, but they also 
got 23 percent of the nation’s total income 
distributed by families Thus, a large part of 
the country’s families did not receive an in- 
come capable of satisfying modest standards 
of hving 
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Spurgeon Bell ( 1 880- ) in his Productivtty, 
Wages, and National Inconie (Washington, 
1940) throws further light on the shares cap- 
ital and labor received from the creation of the 
national product. And he indicates that during 
the nineteen thirties the producuvity of labor 
did not advance as rapidly as it had during the 
preceding decade, while real wages rose. 

The third selection is from The Conditions 
of Economic Progress (London, 1940) by 
Cohn Clark (1905- ), the Australian statis- 
tician. Clark compares the well-being of the 
American worker with the state of other work- 
ers throughout the world in terms of the pur- 
chasing power of the American dollar during 


the period 1925-34. The position of the Amer- 
ican worker was vastly superior to those of the 
others, altliough, historically, as all countries 
moved from primary producuon to higher 
forms there took place economic progress and 
improvements in real wages. Nevertheless, the 
world IS still a poor place; “for the greater pan 
of the world, and indeed ultimately for the 
wealthier countries, too, the most important 
problem remains the problem of increasing 
productive capacity.” 

The Bell selection is reprinted by permission 
of The Brookings Institution; the Clark selec- 
tion by permission of The Macmillan Com- 
pany. 


Qomumer Incomes in the United States 


BY THE NATIONAL RESOURCES COMMITTEE 


The great majority of the Nation’s consumers 
arc members of families of two or more persons, 
sharing a common income and living under a com- 
mon roof. The 29400,300 families in the popula- 
tion during 1935-36 were by far the most im- 
portant group of income-spending units, including 
nearly 91 percent of the total body of consumers. 

The distribution of these 29 iiitllion families by 
income level indicates that 14 percent of all families 
received less than S500 during the year studied; 
42 percent received less than Si, 000, 65 percent 
less than $1,500, and 87 percent less than $2,500. 
Above the $2,500 level, there were about 10 per- 
cent with incomes up to $5,000, about 2 percent 
receiving between $5,000 and $10,000, and only i 
percent with incomes of $10,000 or more. 

When the incomes of all families are added to- 
gether the aggregate is approximately $48 bUhon. 
We find that the 42 percent of families with in- 
comes under Si,ooo received less than 16 percent 
of the aggregate, wliile the 3 percent with in- 
comes of $5,000 and over received 21 percent 
of the total. Tlic incomes of the top i percent ac- 
counted for a little over 13 percent of the ag- 
gregate. 

Incomes of Single Individuals. In addition to 
the 116 million consumers living m family groups 
in 1935-36, there were 10 million men and women 
lodging in rooming houses and hotels, living as 
lodgers or servants in private homes, or maintain- 
ing mdependent living quarters as one-person 
families. These single individuals consututed 
nearly 8 percent of the total population, and — as 


indicated in table i — received 19 percent of the 
total consumer income. 

The distribution of income among these indi- 
vidual consumer units resembles very closely that 
for families, except that there was considerably 
greater concentration in the lower brackets. Sixty- 
one percent received incomes of less than $1,000 
and accounted for 29 percent of the total income 
of the group. Ninety-five percent received less 
than $2,500 and a little over i percent received 
$5,000 or more. 

Incomes of All Consumers. For a comprehensive 
picture of the distribution of consumer income in 
the United States, families and single individuals 
can be considered together. Such treatment is 
justified by the lack of a sharp distinction between 
the two groups from the standpoint of the receipt 
and use of income. The diversity among the con- 
sumer umts that make up the 29 million families is 
fully as great as that between families as a group 
and single individuals. An income of $1,000 a year 
means, to be sure, one thing to a single man or 
woman and another to an average family of four. 
But it also has quite different meanings to the 
family of two persons and to the family of eight. 
These two major groups of consumer units can 
therefore be combined, at each income level, to 
show the curve of income distribution for tlie 
Nation as a whole. , . . 

The inconie distribution of all families and 
single individuals combined is presented in detad 
in table. The figures show both the number of 
consumer units at each level of income and the 
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ihire o 5 the aggregate income they received The 
results tell a story very similar to that already de- 
scribed for each group of consumer units sepa- 
rately Neatly one third (32 percent) of the total 
number of families and single mdmduals had m- 
comes under $750, nearly one half (47 percent) 
received less than $1,000, and more than two thirds 
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(69 percent) received less than $1,500 At the other 
end of the mcome scale, about 2 percent had m- 
comes of $5,000 and over, and less than i percent 
mcomes of $10,00 and over 
The Three Thirds of the Nation This summary 
of the distribuuon of national mcome has revealed 
that almost one third of all famihes and single m- 


TABLE I 


DisnuBunos’ or families and single individuals and of aggregate income received, by income 

LEVEL, 1935-36 


Income level 


Under $250 

$25o-$50o 

$5'»-$750 

$ 750 -$i 4 )oo 

$I4)00-$I,230 

$l, 250 -$t ,500 

$i,500-$i,730 . . . . 

$i, 750 -$ 2 ,ooo 

$24J00-$2,250 

$2,23O-$2,500 

$ 2 , 30 o-$ 3 ,ooo 

$3,ooo-$3,500 

$ 3 , 30 o-$ 4 ,ooo 

$4,ooo-$4,50o 

$ 4 , 50 o-$ 3 ,ooo 

$3AXX)-$7,500 

$ 7 , 500 -$! 04100 

$l04Xio-$i54)oo 

$154>00-$20,000 

$tOfioo~$2Sfioo 

$23,ooo-$3o,ooo 

$ 304 )oo-$ 40 ,ooo . , 

$ 404 )oo-$ 5 o,ooo .. .. 

$ 504 ) 00 -$ I O04»o 

$1004X)0-$250,000 .... . 

52504)00-$3004)00 ... , 

$ 500 , 000 -$ 1, 0004100 . ... 

$ 14100,000 and oser , 

All Iciels . . 

1 Less than 0005 percenL 


Famdies and single mdividuals Aggregate mcome 
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55 
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39 
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t. 746.925 

195 

90 17 

<17.923 

•17 

99 73 

',' 74.574 

198 

92 15 

39.825 

10 

9983 

889,114 

' 50 

9365 

15.583 

06 

99-89 

720,268 

I 22 

94.87 

I 7 rf >59 

■05 

99 94 

641,272 

I 08 

95-95 

8,340 

J 02 

99.96 

390,3" 

.66 

96 61 

13.041 

.03 

99 99 

908485 

I 53 

98 14 

4,'44 

.01 

100.00 

539.006 

91 

99-05 

916 

C) 


264498 

45 

9950 

240 

(*) 


134,803 

•23 

9973 

87 

(') 

• 

' 57.237 

27 

100 00 

39458.300 

100 00 

. 

$59,258,618 

100 00 



THE THIRD AMERICAN REVOLUTION 


1176 

dividuals in the country had incomes of less than 
$750 during the year 1935-36. This findmg is pro- 
vocative of many quesuons. Where did these 
people live’ What were their occupations? How 
many of them were dependent on relief at some 
time during tlie year’ How did they compare with 
the other nvo thirds of the Nation’ . . . 

The Lower Third. A\Tien all consumer units 
are grouped into exact thirds, we find that the 
lower third received incomes of less than $780 dur- 
ing 1935-36. These 13 million families and single 
individuals are not a distinct and unusual group; 
they include all types of consumer units, living in 
all tjqies of community, and belonging to all of the 
major occupational classifications. They differ 
from the other two thirds of the Nation principally 
in the larger proportion receiving relief at some 
time during the year, in the larger number living 
on farms, and in the small number found m pro- 
fessional, business, and clerical occupauons 

Although almost 4 million families and single 
individuals m this lower third were dependent on 
relief for at least part of the year, fully 70 percent 
of the total number — that is, a little ovet 9 million 
— received no assistance of any kmd from a relief 
agency. About 1,700,000 of Ais nonrelief group 
were independent single men living alone or as 
lodgers, almost the same number — 1,^0,000 — ^were 
single women, and 5,900,000 were families of i 
or more persons. 

Somewhat more than half of these nonrelief 
families lived on farms or in rural communities of 
less than 2,500 population, and about one sixth — 
just I million — ^lived m cities of 100,000 population 
or more. According to occupation, these families 
were almost equally divided between wage earners 
and farmers, with only one fifth — 1,200,000 in all 
— in other occupational groups. 

The share of the aggregate income received by 
this lower third of the Nation was just over 10 
percent of the total $59 billion. The average in- 
come of the group — that is, the mean income of 
the 13 million consumer units — was S471. 

The Middle Third. The middle third of the 
Nation mcluded the 13 million families and single 
iildividuals receiving from $780 to $1,450 durmg 
the year. Only 13 percent of these consumer units, 
or about 1,700,000, were dependent on relief at 
some time diiring the year. In the nonrelief group 
there were more smgle men and fewer Smgle 
women than in the lower third, ttvidd as many 
families living in large cities and metropolises, and 
more than twice as many famUies in the clerical, 
business, and professional groups. 

The total income received by all consumer units 


in this “middle class” amounted to 24 percent of 
the aggregate income. The average (mean) in- 
come per consumer unit was $1,076. 

The Upper Third. The upper 13 nulhon con- 
sumer units covered a wide range of mcomes, ex- 
tending from $1,450 to over a million dollars. The 
great majority of this upper third — over 80 per- 
cent — were nonrelief families. Onlj’- a small num- 
ber of families that received work relief or direct 
relief at some time during the year had incomes 
that brought them over the $1450 Ime, when earn- 
ings from regular employment and mcome from 
all other sources were added together. No single 
individuals who received any relief had incomes 
sufiicient to bring them into this group. The num- 
ber of nonrelief single individuals was smaller 
than in the middle and lower thirds. This was 
particularly true of single women, only one-sixth 
of the total number of nonrelief smgle women 
were m the upper third, while more than half were 
in the lower third. . . . 

The Contrast between the incomes of farm and 
city dwellers is strikmg. Of the whole group of 
7,500,000 nonrehef families living in large cities 
and metropolises, more than 4,000,000 — that is, 58 
percent — are found in the upper thud. Only 27 

E ercent of the 6,200,000 nonrelief farm families, 
owever, had incomes as high as $1,450. The m- 
comes of the various occupational groups are 
similarly contrasted. Almost 80 percent of the 
nonrelief families in the professional group arc 
found m the upper third, and 63 percent of the 
business and the clerical grOups, as compared \Vith 
35 percent of wage-earnirlg families and 27 percent 
of farm families. . . . 

The total income received by all of the 13 mil- 
lion consumer units in this top third of the Na- 
aon was $39 billion — about 66 percent of the ag- 
gregate income of all families and single individ- 
uals. The average (mean) income of the group as 
a whole was thus just under $3,000. This average, 
however, covers such widely divergent incomes 
that It has little meaning. Most of the families in 
the nonrelief wage-earner group were concen- 
trated toward the lower end of the income range, 
with the average for the group amounting to about 
$2,100. For the clerical group of nonrelief families 
the average xvas about $2,500, and for the farm 
group, about $2,600 — still well under the average 
for the whole third. Families in business and pro- 
fessional groups, on the other hand, were scattered 
through the full range of the income scale, and 
the high incomes of those at the top brought the 
average of the first group to more than $4400, and 
that for the second group to nearly $5,000. . . . 
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Productivity, Wages, tend National Income 

by SPURGEON BELL 


The v^cohtE of a luBon is derived from the pro- 
ductive aenviues of its people. The amount of 
goods and services produced depends upon a 
combinaaon of factors, including the richness of 
natural resources, the efficiency of labor, the re- 
sourcefulness and skai of management, and ffie 
amount and quality of capital— that is, productive 
plant and eqmpment. The more effectively these 
several fattors of produenon work together, the 
larger will be the resulting output of goods and 
sen'ices 

The factor which has been most largely re- 
sponsible for the enormous mcrease m producaon 
in the last hundred years or so has been the con- 
tinuous expansion of Increasingly efficient capital 
instruments. Scientific discoveries and mvennons 
have resulted in the development of machinery for 
use m nearly every field of production. Workmg 
with machinery, labor is able to turn out a greater 
volume of go^ m a given time. The efficiency 
of labor may also be mcreased by improved fac- 
torj’ organlzaaon or by harder and more effecuve 
work on the part of individual laborers. 

Increases m labor efficiency are commonly meas- 
ured bv the output per man duruig a specific time 
period such as an hour Accordmgly, m showmg 
changes m labor efficient:)' such terms as “output 
per man-hour,” or "man-hour productivity," are 
employed If, for example, 1,000 men m npio could 

roduee 1,000 units of a given commodity m an 

our, while 50 years later 1,000 men were able to 
produce 1,500 units m an hour, we would say that 
man-hour productivity had increased 50 per cent. 

The miestigadon on which this pamphlet was 
based had two pnmaiy purposes first, to de- 
termine the extent to which man-hour produc- 
tn It)' has increased m the last ao years, and, second, 
to ascertam how the resulting gams have been 
divided among labor, capital, and the general 
public. An mcrease in man-hour productivity 
means, of course, that the amount of human en- 
erg)' required m turning out a given volume of 
produet has declined Unless the resulting saving 
in labor is offset by the use of a larger amount of 
capital, there is obviously a net reduction m the 
cost of production Who received the benefit 
from this mcrcasmg productrv it)' and reduction of 
cost? Did It go to the stockholders of the com- 
panv in the form of higher dividends’ Did it go 
to labor m the form of higher wages’ Did the 


public which buys the product obtam the benefit 
m the form of more goods for its dollar? 

The investigation also gives attention to the re- 
lauon of increasmg man-hour productivity to 
employ'ment. Are the workers who are replaced 
by machmery m a given mdustry shortly re- 
absorbed in new jobs m that mdustry? Or does 
technological progress appear to be primarily re- 
sponsible for the prevailmg unemployment? How 
IS employment affected by the way m which 
productivity gains are distributed? The analysis 
as a whole is thus related to the fundamental prob- 
lem of the beanng of mcome dismbnoon upon the 
functiomng of the economic s)'stem 

1 PFODDcnvtTY, Output, Empuivment, and 

Waoes 

Because of the lack of satisfactory data in cer- 
tam fields, the analysis is confined to four major 
divisions of American industry manufacturmg, 
mmmg, railroads, and electnc light and power 
utilities Taken torgether, these four divisions ac- 
count for approximately 75 per cent of the m- 
dustnal wage disbursements m the Umted States. 
We shall first examine the extent of the prodoc- 
uvity gains m each of the major industrial divisions 
and the accompany mg changes in the volume' of 
output, m employment, and m wages. 

I MANUFACTUBiNc Durmg the Im two decades 
Improved capital equipment and more efficient m- 
dustrial organization have resulted m a great m- 
crease in producnvity m manufacturing industry 
generally The extent of the mcrease and the ac- 
companyirg changes m the volume of output, m 
emplov'ment, and in wage eammgs are radicated in 
the table which follows. We are mterested not 

PEKCENTAOE QIANGES IN AIANWACTURINO 



1923-14 
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Productivity 
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only in the general trend over the period as a 
whole but also in sanations occurring in a penod 
of great prosperity, such as the twenties, and a 
period of depression and moderate recovery, such 
as the thirties Since the data for any one year may 
be distorted bv abnormal or temporary conditions, 
we have used m the computations three sets of 
years — 1913-14, 1918-29, and 1936-37. While the 
figures arc given in precise terms, it should be 
understood that the data arc such as to yield only 
fair approximations. 

Productivity. During the five-year period 
1923-24 to 1928-29, productivit}% or output per 
man-hour, mcrcascd 25 per cent In the ensuing 
eight-year period to 1936-37, the increase 
amounted to 20 per cent. Over the entire period 
the percentage mcrcase, as measured from the 
1923-24 base, was approximately 50 per cent. 

The rate of technical progress was less rapid in 
the thirties than m the twenties. This findmn is not 
in accord w'lth tlie common assumption that the 
introduction of labor-saving equipment has been 
a special characteristic of the depression period. 
Moreover, the uicrcasc in productivity during the 
thirties w'as apparently due in part to the lay-off 
of less efficient workers and to pressures which 
are always present when jobs arc highly priced It 
is not improbable, therefore, that wiffi a return 
of very active business, the output per man-hour 
would show an appreciable decline. This con- 
clusion IS borne out by the fact that there was a 
material decrease in productivity during the ex- 
pansion months of 1936-37. 

Output. Wliat changes occurred with respect 
to the volume of production? With an increase in 
productivity it is obvious that a proportwuate in- 
crease in output is possible. In the twenties, as in- 
dicated by the table, the actual volume of output 
increased more than productivity. In the thirties, 
how’cvcr, the physical volume of output declined 
14 per cent, while productivity was mcrcasmg 
20 per cent. 

Eiiiploytiient. What were the effects of these 
changes in produenvity and volume of output 
upon emplojTnent? In the twenties,, when output 
increased in proportion ‘to productivity, employ- 
ment W'as fully maintained. In fact, the figures 
show a slight increase both in tlie number of wage 
earners and in the man-hours of employment. But 
the failure of output to keep pace w'ith produc- 
tivity during the thirties meant that employment 
declined. The figures indicate a decline in tmn- 
hoiirs of employment of 16 per cent for the entire 
period. It IS to be noted, however, that the number 
of workers increased slightly — the reduction in 


man-hours of employment being the result of a de- 
cline in the weekly hours of work rather than in 
die number of men employed. 

Wages. Hourly earnings, or wage rates, ui- 
creased approximately 6 per cent durmg the pros- 
perity period of the twenties. Between 1928-29 
and 1936-37, notwitlistanduig a sharp decline dur- 
ing the years of acute depression, there w-as an in- 
crease of 7 per cent in w'agc rates. These trends, it 
w'lll be noted, arc the reverse of the changes which 
were occurring in productivity. Hourly earnings, 
how'cvcr, tell only a part of the wage story. 

Weekly earnings increased m the twenties 
nearly as much as hourly earnings, but in the 
thirties weekly earnings showed a substantial de- 
cline, while hourly earnings w’erc rising. The dif- 
ferences between the movements of hourly earn- 
ings and weekly earnings reflect changes in the 
number of hours w’orked per week by employees 
regularly attached to the industry'. The sharp de- 
cline in weekly earnings durmg the thirties is due 
chiefly to the shortening of the standard working 
week, with irregular hours of work a contributmg 
factor. 

Data showmg average annual wages per em- 
ployee arc too inadequate to permit the use of 
definite figures. It is known, however, that annual 
wages declined during the thirties more than 
w’cekly wages — because of periods of lay-off dur- 
ing the years for some worKcrs and complete un- 
employment for others. 

Real wages made an appreciably better showing 
than money wages. The term “real wages” relates 
of course to the buying power of money wages. 
Over the period as a whole, the cost of living — 
that is, the cost of goods and services which the 
worker buys — declined approximately 14 per cent, 
practically all of the reduction coming after 1929. 
As a result of the decrease in prices, there was an 
mcrease in real weekly earnings over the period as 
a whole of apprournately 6 per cent, even though 
money wages declined 9 per cent. . . . 

SUMMARY. We have thus found that there was a 
large increase in productivity in each of the four 
major industrial divisions during the period 
studied. The greatest increase was in electric light 
and power, with mining a fairly close second The 
increase of efficiency in railroads — a dcclming in- 
dustry — was practically as great as in the expand- 
ing manufacturing industry. Except in the electric 
light and power industry, the rate of increase was 
less rapid in the thinies than in the prosperity 
period of the twenties 

Over the period as a whole, production in gen- 
eral did not mcrease as much as productivity, and. 
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conscqncnl^, emplojincnt declined There u a 
smiting difference benveen the showings in the 
nvenoes and the thirties. In the twenties, when 
business n as prosperous and output keeping pace 
mth producDvit)’ tlierc was, m general, no de- 
crease in employment Dunng the thirties, how- 
ever, output generally dcclmcd and, smee produc- 
nvity conanued to increase, employment showed 
a great decrease 

^e explanation of the dechne m employment 
after 1929 is of course to be found in the general 
factors which account for the depression and the 
contmumg restriction of the volume of output. 
Increasuig producDVity makes possible mcreasuig 
output, the maintenance of emplojunent, and 
higher standards of livmg, but whether these re- 
sults will be realized depends upon a combination 
of favorable factors m the economic and poliucal 
situation as a whole. 

11 Divisiov or THE Gains 

Thus far we have indicated the magnitude of the 
mcrease in producavity and the accompanying 
changes in the volume of production in employ- 
ment and m wages. The next stop m the analysis is 
to indicate how the gams, or savings, residting 
from the mcrease m cffiacncy and lowered costs 
of production were divided When costs were 
reduced, did the owners receive all of the benefits 
m the form of higher dividends, or did labor suc- 
ceed in diiertmg savings to the svage envelope? 
Or, perchance, were they passed on to the con- 
sunung public in the form of lower prices’ The 
facts indicate that the three groims shared in the 
gam m vatymg degrees m the different mdusmes. 

I. CAiss TO LABOR. Labor on the whole did not 
gam in the way of higher wages. While wage earn- 
ers obtained progressively higher hourly rates of 
pay, weekly wages m the four^industrial divisions 
combmed declmcd-^m, consequence of the pro- 
gressne shortenmg of the jvork week Hourly 
earnings mcreased over the period by ii per cent, 
rangmg from i 7 per cent m mimng to 30 m elec- 
tric light and power Weekly svages as a whole 
decreased 10 |^r cent, though m railroads and 
electric light and pow er they mcreased 

It IS apparent that a substantial part of the gams 
was oroected to accrue directly to the benefit of 
labor. But the man-hours of emplojmicnt dcclmcd 
so much that tabor as a W'hole received less money 
than before. In some cases the workers actually 
cmplosed recened larger earnings, but m other 
cates even these relatively fortunate workers re- 
ceived less because of the shortemng of the work 
week to make room for more workers. In such 


cases, labor’s gams from productivity were merely 
m the form of leisure 

If these gams m leisure be reckoned m dollars at 
the hourly rates paid m the vanous mdustries, the 
vtipiitcd gams would amount to 1,086 millions m 
manofacturmg, 150 millions m railroads, and 50 
millions m the clectnc bght and power mdustry It 
IS impossible to make such a calculauon for mm- 
ing, because of madequate data 

2 GAINS TO cAPrTAi- The earnings on capital m- 
vestment declmed over the period as a whole The 
amount of annual return on the total capital m- 
vested m manufacturmg, railroads, and electnc 
light and power industries cmnbmed declmed 391 
million dollars, representmg a decrease of 7 7 per 
cent. The rate of return on capital (mcluding m- 
terest, rent, dividends, and undistributed profits) 
decreased from approximately 64 per cent m 
1923-24 to about 5 6 per cent m 1936-37 This de- 
cline IS of course not attributable to the mcrease 
m productivity Without such an mcrease the de- 
cline might well have been much greater 

Aggregate eammgs dechned because output did 
not mcrease m Ime with the mcrease m produc- 
tivity Just as labor found the hope of obtainmg 
higher wages frustrated by slack employment, so 
the return to capital dechned because of the faflure 
to utilize productive capacity fully 

3 CAINS TO CONSUMERS Consumers realized very 
important gams m terms of real goods and services. 
As a result of price reductions, made possible by 
mcreased produenvuty, the consumingpublic got 
more goods for the same money The figures 
which follow ed mdicate ho'w much less consumers 
paid annually for the vanous classes of goods at 
the end of the penod than they would have had to 
pay had productivity remamed at the 1923-14 
level 


Consumer savmgs in connection with the pur- 
chase of manufactured commodities were at the 
rate of 5,055 milhon dollars annually The gams 
accruing to the users of railroad service amounted 
to 556 millions Users of electnc current saved 
463 millions Data for the mmeral field were too 
madequate to warrant presenting a figure 
It should be borne m mind that wage and salancd 
employees and also contnbutors to capital shared 
m these gams in their capadiiy as consumers. It 
should also be pomted out here that the aggregate 
gams to consumers W'cre even larger than is shown 
by the foregomg figures because m many cases the 
quality of the commodity or service was improved 
In summary', it is apparent that the consummg 
public denved the pnnapal benefit from the m- 
crease m productivity The gam to capital was 
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negative in character: had it not been for the in- 
crease in productivity the decrease in tlic rate of 
return to capital would doubtless have been 
greater tlian it was, Tlic money earnings of -em- 


ployed labor declined slightly: such gams as labor 
received were m die form of leisure. However, 
both labor and the contributors of capital shared in 
consumer benefits. . . , 


The Conditions of Economic Progress 

BY COLIN CLARK 


Summary and Conclusions 

Eco.nomics, in concerning itself only with those 
tilings winch can be bouglit and sold for money, 
remains quite unmoved by the charge that it is 
neglecting the most important aspects of human 
life. Economics is a wiuc enough subject already 
without having to include the whole of philosophy, 
psychology, sociology and human biology m addi- 
tion. Let economists get on with their work, and 
let the students of other social sciences get on with 
theirs 

When, therefore, we say that the average Amer- 
ican enjoys greater economic welfare than the 
German, the German than the Italian, the Italian 
than the Indian, or presenf-day Europeans than 
their ancestors a century ago, we arc perfectly 
well aware that the relative merits of these civilisa- 
tions arc not necessarily described by this eco- 
nomic ordering. A communit)' making great eco- 
nomic progress may lack, and an economically 
unprogrcssivc community may possess in full 
measure, die other values of life, such as a sense 
of contentment and of hope for the future. 

Economic progress can be defined simply as an 
improvement in economic welfare. Economic wel- 
fare, following Plgou, can be defined in the first 
instance as an abundance of all these goods and 
services whidi arc customarily exchanged for 
money. Leisure is an clement in economic welfare, 
and more precisely we can define economic prog- 
ress as the attaining of an increasing output of these 
goods and services for a minimum expenditure of 
effort, and of other scarce resources, both natural 
and artificial. 

Two other elements have to be taken into ac- 
count in assessing economic welfare. A productive 
system leading to great inequalities of mcome be- 
tween one person and another, or to great instabil- 
ity of income, even if it produces a higher output 
of goods and services, should be regarded as cre- 
ating less economic welfare than a system from 
which these features arc absent. Unlike quantities 
of output, these two latter features cannot be meas- 
ured or compared in uniform terms and qualitative 
judgment is necessary. They will be surveyed be- 
low. 


Quantitative comparison can be made of tlic 
production of goods and services, or of what 
amounts to the same thing, namely real Incomes 
produced per unit of labour, both between dif- 
ferent tmies and different communities. Differ- 
ent communities, or people living in different 
times, consume different types of goods. Where 
these differences are verj' great, quantitative com- 

E arisons of real income become very approximate, 
ut for moderate differences the formulae pro- 
posed by Professor Pigou make quantitative com- 
parison possible. All such comparisons through- 
out this book are made in terms of what is defined 
as an ‘‘international unit” (referred to through- 
out as I.U.). 

An international unit is defined as the amount 
of goods and services which could be purchased 
for Si in the U S.A. over the average of the decade 
1925-34, or an amount intcrchangca'ble with them, 
as shown by the Pigou formula. For international 
comparisons of real incomes, the incomes are re- 
duced to a 48-hour week basis by a simple pro- 
portion between the current prevailing working 
hours and 48. 

This method of measurement of real incomes in 
different countries docs not claim any metaphys- 
ical finality. It represents indeed the measurement 
of only part of economic welfare, which in itself 
is only part of well-being as a whole. But within 
the sphere of economic goods and services it rep- 
resents the most reasonable measurement which 
can be obtained. 

We may summarise the data about the level of 
real income in different countries by expressing the 
average real income in each country per head of 
the working population. (The ratio of working 
population to total population .varies widely, and 
in any case output per head of the working popu- 
lation is the true measure of economic efficiency.) 

Summarising these figures, the world is found 
to be a wretchedly poor place. An average real 
income per worker of 500 I.U. or less (in round 
figures a standard of living below /a or Sio per 
week per breadwinner) Is the lot of 81 per cent of 
the world’s population. A standard of living of 
1000 I.U. per worker per year or more is found 
only in U.S.A , Canada, Australia, New Zealand, 
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Argcntuic, Grdt Britain and Stvntzerland, con- 
taining between them lo per cent of the world’s 
population. Another 9 per cent of the world’s 
populanon is found m the principal mduttnal 
countries of Europe with an average real mcome 
per head betiveen 500 and 1000 1 U About 53 per 
cent of the world’s population, mcludmg the 
whole populations of India and Ouna, enjoja a 
real income per head of less than 100 1 U Aver- 
age real mcome per bread-svinner m China and 
India is about lao and aoo I U rcsptc0vcly 

The figures 10 far quoted represent mcome pro- 
duced in the actual presailmg working hours 
which, m many cases, were much greater than 48 
per sseck. 

Stated m another way, the entire world’s pro- 
duction of economic goods and services, averaged 
over the decade 191J-34, was 154 miUurd I U per 
year As much as 1 19 milliard 1 U of this was pro- 
duced m the four largest economic umts (UAA^ 
Great Bntaui, Germany and France), containmg 
between them only 1 3 per cent of the world’s pop- 
ulation. The other countries which may be called 
mdustrial countnes, including Russia and Japan, 
contained 16 per cent of the world's population 
and produced a further 49 milliard I U of mcome. 
Two-thirds of the world's whole output of eco- 
nomically valuable goods and services was there- 
fore produced m the so-called industrial countries 
containmg less than onc-third of the world's pop- 
ulation, and nearly half of the world’s whole out- 
put m four countries 

Oft-repeated phrases about poverty in the midst 
of plenty, and the problems of production havmg 
already been solved if only we understood the 
problems of distribution, rum out to be the most 
untruthful of all modem clichds. In the XJS A. the 
highest level of real income per head of the work- 
ing population so far attained was m 1919 with 
ij8i 1 U per head (on the basis of a 48-hoar 
week) If all the mdustnes of the U.SA had been 
workmg at full pracacal capacity (which would 
have miohed extensile economic reorganisaaon), 
average mcome produced per head would hare 
been 1905 I U., and in 1937 about aioo I U These 
figures are 1 cry modest compared with the fantas- 
tic statements sometimes made about the extent of 
unused productiie capanrv. Bntam and Germany 
working at full productive capacity could have 
produced m 1937 approximately tsoa lU and 
1000 lU per head rcspectii ely, while actually 
thci produced 1175 and 8j8 I U per head rcspec- 

The undcr-udlisation of productiie capaatv is 
a question of considerable importance only in the 
UA.A, though m certam recent ) can also it has 


It8i 

been of some unpottance m Great Britain, Ger- 
many and France, but for most of the world it is 
entirely subsidiary to the much more important 
fact that, with productive resources fully em- 
ployed, they can produce so httle The age of 
plenty will still be a long whde in comm^ 

The extent of non-utuisation of potential pro- 
ductive resources cah be to some extent measured 
bv figures of the proportion of the working popu- 
lation onemployed, beanng m mind that at a time 
when the economic system is working at full pres- 
sure there generally remain somewhere between 
5 and 10 per cent unemployed due to occupanonal 
maldistribution In the worst years of the last de- 
pression unemployment was over 30 per cent m 
Germany and the U 5 A-, and in other mdustnal 
countries ranged from 9 to 11 per cent. 

In 1937 It was ai per cent m U 5 A and about 
a4 per cent In France, and in other mdustnal coun- 
tries ranged from 6 to 13 per cent. If preventable 
unemployment were elimmated throughout the 
trade cycle, this would mean a distinct improve- 
ment in the standard of bvmg of the populanon of 
the UAA., but from the standpomt of the World 
as a whole it would only make a small contribution 
towards the much greater productive problem of 
raismg the real incomes of the bulk of the world’s 
populanon to anything like a civilised standard. 
Very httle attennon has been devoted to ascer- 
taining the causes of the tremendous differences 
in real mcome which prevad between different 
parts of the world Conventional explanaaons in 
terms of natural resources are very wide of the 
mark. Our next step m anempnng to get a grasp of 
this problem should be to examme the growth of 
real mcome m various countries over a long period 
of years, and the trends which have brought figures 
of real mcome to their present levels. 

For this purpose, not only current levels of real 
mcome per head are expressed m international 
units, but the available imormaoon m each coun- 
try about growth of real mcome per head is also 
re-expressed m terms of international units. In- 
formation m some cases is available as far back as 
1850 Over long penods of time the figures nat- 
urally lose precision, but some stnkmg general 
trends can be discerned 
One of the most striking features is that real 
mcome per head m the U 3 A. and Canada, which 
was rapidly nsmg op to about 1900, has smee that 
date been virtuaTly stationary. Between 1850 and 
1900 the U.SA had much the highest real mcome 
per head m the world wuth a fairly marked up- 
ward trend Durmg the last few years their level 
of real mcome per head has been overtaken by 
Ncn Zealand, where the upward trend is veiy 



THE THIRD AMERICAN RE\^OLUTION 


1182 

rapid, while in Great Britain progress, though it 
. has slowed down since 1900, has continued, and 
Britain is now not far behind the USA. Rapid 
progress since 1890 has also been shown by Swit- 
zerland and Australia. 

In France economic progress appears to have 
been very rapid up to tne beginning of the pres- 
ent century’, to be followed by a period of com- 
plete stagnation. The German economy, for obvi- 
ous reasons, showed a marked dcchne between 
1913 and 1932, smee which date there has been a 
rapid advance and the old upward trend has been 
resumed. The most rapid advance has been shown 
by Japan, which started the present century with 
a level about equal to that of Chma, and has risen 
very steeply to an average real income per head 
now about equivalent to that of Italy or Russia. 
Rapid and unbroken progress has also been shown 
by Sweden, in which country in the i 8 ( 5 o’s average 
real mcomc per head was only about 150 I.U. 
Sweden has now overtaken all European countries 
except Britain and Switzerland Norway also 
shows a rapid advance. Italy, also starting from a 
low level, has shown a moderately rapid advance 
between 1900 and 1928, followed by a recession. In 
Russia the upward trend has been exceedingly 
slow, and only’ in 1936 was the 1913 level of real 
income per head recovered. 

Attention may first be devoted to the Malthu- 
sian or Neo-Malthusian theory that the trend of 
real mcome per head is inversely related to the 
rate of growtli of population. Statistical examina- 
tion leaves some fragments of this theory stand- 
mg, but no more. The lowest rate of population 
mcreasc over the period 1913 to 1930 was found 
m Czechoslovakia, France, Belgium and Austria 
In Czechoslovakia there was a moderate increase m 
real mcome per head, while m the other three 
countries it was stationary or dedinmg. At the 
same time m Canada, Nonvay’, Sweden, Australia, 
Denmark and Japan substantial mcreases in the 
working population were accompanied by large 
mcreases m real income per head and reducDons 
in working hours. 

In predommantly agricultural countries some- 
thing more like the Malthusian relationship holds. 
Large increases of population in Bulgaria, France, 
Finland and Russia have been accompamed by’ an 
unfavourable trend of real mcome, while the up- 
ward trend of real income in Yugoslavia is pos- 
sibly explained by a low rate of population 
growth. It IS possible, though not very likely, that 
the comparative stationarmess of real mcome per 
head in Germany and Holland were partly ac- 
counted for by a high rate of growth of adult pop- 
ulation over this period. 


Generally speaking, it is established that in in- 
dustrial countries, or countries which have an op- 
portunity’ of transfernng a substantial proportion 
of their worlong populaaon away’ from primary 
producDon, the Alalthusian theory’ docs not hold 
and, mdeed, that its reverse may’ be true. Unfor- 
tunately it IS in the industrial countnes, where an 
upward trend of pojiulauon is advantageous, that 
fertility rates have fallen so heavily’, while in the 
agricultural countnes, where an increasing pop- 
ulation is economically disadvantageous, fertihty’ 
remains high. . . . 

Studying economic progress in relation to the 
econonuc structure of different countries, we find 
a very firmly established generalisation that a 
high average level of real mcome per head is al- 
ways associated with a high proportion of tlie 
working population engaged m tertiary indus- 
tries. Primary industnes are defined as agricul- 
ture, forestry and fishing; secondary industries as 
manufacturmg, mimng and buildmg, the tertiary’ 
mdustries include commerce, transport, services 
and other economic activities. In the U.S.A , Cam 
ada. Great Bntam, Australia and New Zealand, 
nearly half of the workmg population is engaged 
in tertiary mdustnes; in omer European mdus- 
trial countries and the Argentine, between 33 and 
40 per cent. Low real mcome per head is always 
associated with a low proportion of the workmg 
opulauon engaged m tertiary production and a 
igh percentage m primary proauenon, culmmat- 
mg m China, where 75-80 per cent of the popula- 
tion are primary producers. High average real 
income per head compels a large proportion of 
producers to engage m tertiary production even 
in countries which are supposed to be predom- 
inantly agricultural (Australia, New Zealand and 
the Argentme), where, m fact, only about 25 per 
cent of the working population are found to be 
engaged in primary producuon The reasons for 
this growth of the relative number of tertiary’ pro- 
ducers must largely be sought on the demand side. 
As incomes rise (it will be shown below) the de- 
mand for such services increases, and being non- 
transportable they’ must be supphed by workers 
withm the country concerned. 

When we examine the trend through tune, we 
find a similar result. In every case we find the pro- 
portion engaged in pnmary mdustry declining 
and in tertiary’ industry increasing. The propor- 
tion of the workmg population engaged in sec- 
ondary industry appears in every country to rise 
to a mxximum and then to begin falling, appar- 
ently’ indicatmg that each country reaches a stage 
of maximum industrialisation bey’ond which in- 
dustry’ begins to dechne relative to tertiary’ pro- 



THE AMERICAN SCENE ”83 


ducnon In the U 5 A. this maximum was shown 
m the Census of 1910, m Great Bntam of 1901, in 
France of 1901, m Germany of 1925, m Canada 
of 1911, in Japan of 1910 and m Smtzerland of 
1910. In Australia, Italy and Denmark the maxi- 
mum docs not yet appear to have been reached. 

Accompanymp these industrial changes are sub- 
stantial occupational and social changes, leading 
to a gradual ehmmaaon of the manual worker, 
particularly the unskilled, and the rapid growth of 
Uie numbers of clerical and professional workers. 
The decline of agnculture tends to reduce the 
relanvc number of employers and mdependent 
workers, though the growth of tertiary mdustry 
tends to restore their relative importance. These 
large-scale movements of labour between mdiis- 
tnes and occupations, which economic progress 
cononually demands, are accompanied by sub- 
stantial movements of relative eammgs. Low rela- 
nve eammgs m an mdustry encourage labour to 
lease that industry though, on the other hand, they 
may encourage employers to use mote of that 
tjpe of labour, and no exact result is predictable. 
In the U 5 -A. relative eammgs of farm workers 
have been declmmg heavily, at the same time m 
the rapidly expanding clencal occupations there 
has also been a rapid declme m relative eamir^ 
over the last fifty years, and their average is now 
at or below that of factoty workers. There is no 
doubt that the supply of such labour has been 
greatly augmented by wider educaaonal facihtics. 
The existence of these, together with natural pref- 
erence for work of this tj'pe, might alone suffice 
to explain the fall m relative eammgs. The wages 
of unskilled labour, relanve to skilled, have been 
stanonaiy, whde there has been some relanve up- 
ward trend m professional eammgs, m spite of the 
greater aiadabilit}' of education previously men- 
noned Presumably in this case the rapidly m- 
creasing demand is overtaking the supply 

In most countries the relative earrungs of un- 
skilled men increased relative to skilled between 
1913 and 19JO Smee 1920 the ratio has moved 
baek, though in each case remams more favourable 
to the unskilled man than it was m 1913 This has 
been accompanied by senous occupational maldis- 
tribution m nearly all industrial countnes, pameu- 
larlv the creation of an excess of unskilled work- 
ers. This a not altogether due, as might first 
appear, to the attraction of labour mto unskilled 
uorkb) therelatne improv ement of its u age rate. 
Professor Bowlev's mt^uincs m England have 
shown thar the probabilitv of a boy entermg un- 
skilled labour is largeh determined bj his father’s 
Mcupation, and the relative surplus of unskilled 
labour m all industrial countries can be accounted 


for by the preservation of the old social stmeture 
m the face of a declining demand for unskilled 
labour 

The dosmg of the margin between unskilled and 
skilled labour on the one hand, and between man- 
ual and clencal work on the other hand, is part of 
a general tendency towards equalisation of eam- 
mgs which seems to prevail throughout the world 
Examinmg wage rates for a standardised list of 
skilled and unskilled occupations m different 
countries, we find a wide dispersion m the com- 
paratively primitive countnes, and a narrow dis- 
persion in Western Europe, US.A. and Australia 
Professor A. G B Fisher has pomted out that 
mcreasmg opportunities for educauon will cer- 
tainly narrow the dispersion of eammgs m a com- 
munity 

Volume of production per umt of labour m 
pnmary mdustry has grown rapidly m all coun- 
tnes over the last sixty years, and generally as 
rapidly as m mannfacturmg mdustry This is due 
partly to improvements m biological knowledge 
(pameularly mcreased mflk yield per cow) and 
partly to greater use of machmery Gams from 
the use of machmery m agnculture are, however, 
often illusory, and m most countnes of the world 
at present a further substitution of borsts by roa- 
chmery would not lead to any economic gam 
Even m Chma, where return per umt of labour is 
now very low, machinery could only be econom- 
ically mtroduced mto the semi-and land at pres- 
ent uncultivated 

In secondary industr)’, figures of net production 
per worker engaged can be roughly converted 
mto mtemational units for comparison The high- 
est productivities arc found m Amenca and Can- 
ada, and much lower productivity m Europe But 
the range here is not nearly so great as it is m pn- 
mary production 

A detailed computaQon of real output per 
worker-hour m manufacturing industry m the 
U.S A. shows a three-and-a-half-fold mcrease be- 
tween 1870 and 1937 In Great Bntam teal output 
per worker-hour was about doubled in the sixty 
years preceding 1907, and mcreased by over jo per 
cent between 1907 and 1936 A somewhat slower 
rate of mcrease was observed in Germany In 
France, where a census of manufactures was first 
taken m 1840-45, real output per worker appears 
to hav e mcreasrf sevenfold between that date and 

1930 

As half the vvorkmg population of many coun- 
tnes is engaged m tertiary industry, the effiaency 
w ith « hich they do their work is a factor of prune 
importance m determmmg the average level of 
real mcome per head m those countries, and m- 
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deed it appears that tlic wealtJiicr countries largely 
oU’c their position to high productivity per head 
in those industries. There is a wide range between 
different countries in this figure. This is borne out 
by an examination of the real costs of transport 
and retail distribution in different countries (serv- 
ices where direct international comparison is pos- 
sible), In Great Britain, Germany and tlie U.S,A, 
there is evidence tliat tlic real productivity of 
these industries is improving, though at a much 
slower rate than in primary and secondary in- 
dustry. 

These figures of productivity per head in dif- 
ferent types of industry can now be assembled and 
combined to show the general average level of 
real income per head in the principal countries, 
now and at earlier dates, of which they arc the 
cause. Economic progress clearly can be made by 


increasing production per head in the sphere of 
primary, secondary or tertiary industrj', or by 
transferring labour from less to more productive 
spheres. In all countries both of these have been 
of importance. In the U.S A, primary production 
has always yielded an income per head much 
lower than in secondary or tertiary industry, and 
the transfer of labour out of primary production 
has contributed substantially to increasing the gen- 
eral level of real income per head. In tertiary in- 
dustry productivity has been high throughout and 
the growth of the numbers engaged in it from 1 7 
per cent of the working population in 1850 to 46 
per cent in 1935 has been a substantial factor in 
raising the average real income per head of the 
community. Since 1920 average real income per 
head in tertiary industry has been rising 
strongly, . , . 




NRA AND AAA 


Acoqrdikg to New Deal economists, for whom 
Gardner C Means (1896- ) svas an early 
spokesman, one of the important reasons for 
the depression was the disappearance of the 
free market in many sectors of the American 
economy The shift from “market to admin- 
istered prices" had culminated in pressures 
which brought on governmental intervennon. 
Means argued, in the selection here reprinted, 
that if there was to be idminiscraaon of pnees, 
more justice would be dispensed among all the 
producers if this function were performed by 
governmental agencies like the NRA and the 
AAA than by pnvate business groups — 
whether great companies, monopolies, trade 
associations, commumucs of interest, and the 
Ukc. We have here, then, the rationale of price 
control — one of the first devices of the 
New Deal created m an effon to restore pros- 
perity and reform American business prac- 
tices. 

To prove his contention. Means quoted the 
price and production expcnences of ten ma- 
jor mdustnes in the United States from igzg 
to the spring of 1933 In the first five, "admin- 
istered pnccs” prevailed, m the second five, 
"market prices” ruled Here arc fus fig- 
ures 


Industries 

Percent Drop 

Percent Drop 


m Prices 

tn Production 

Agnciil rural imple- 

' 

80 

ments 

6 

Motor vehicles 

16 

80 

Cement 

j8 

by 

Iron and steel 

10 

83 

Auto ores 

33 

70 

Teitile products 

4S 

30 

Food products 

49 

"4 

Leather 

5“ 

ao 

Petroleum 
Agricultural corn- 


ao 

modines 

63 

6 

And Means concluded "One may make the 


broad gencralizaaon, having of course many 
cxcepDons, that for industries in which pnees 
dropped most dunng the depression produc- 
tion tended to drop least, while for those m 
which prices were maintamed the drop in pro- 
ducaon was usually greatest Indeed, the whole 
depression might be desenbed as a general 
dropping of pnees at the flexible end of the 
pnee scale and a dropping of production at 
the ngid end 'mth intermediate effects be- 
tween ” 

Means’s study was pnntcd as Industrial 
Prices and Therr Relative Inflextbilny and was 
released as Senate Document No 13, 74th Con- 
gress, 1st Session (Washington, 1935). 


hmittxial Prices and Their Relative Inflexibtltty 

BY GARDNER C. MEANS 


Paat 1. Tiic Basic Cause fob -niE Fan-uae of a 
Latssta Faihe Pouc\ 

I. The National Recovery' Administration and 
Agtienltunl Adjustment Administration «cre 
CTcatcd m response to an ov ern-helming demand 
itotn mam quanets that certain elements in the 
nuking of industrial policy (mdudmg agnculture 


as an industry) should no longer be left to the 
market pbee and the price mechanism but should 
be placed m the hands of administrative bodies — 
code authonnes, crop control committees, etc. 
This demand is not only a product of emergency 
conditions, but is also a reflection of mote basic 
dissatisfactions with the results of laissei fauc, 
such as arc reflected in the demands for weakening 
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the antitrust laws, strengthening labor organiza- 
tion, intervening to aid the farmers, and for such 
economic rcorpnizauon as will bring the higher 
standard of hvmg made possible by modern tech- 
nology. 

2. The whole trend of social development botlt 
in this country and abroad has been to recognize 
the failure of a complete laisscz faire policy. 

3. The basic cause for the failure of a laissez 
faire policy is to be found in the very same forces 
which have made possible a high standard of liv- 
ing for all, namely, the gradual, century-long shift 
from market to administrative coordination of 
economic activity which has resulted in modern 
industrial organization and modern technology. 
This shift to administration has brought a new 
type of competition and inflexible administered 
prices which disrupt the workings of the market. 

4. A century ago the great bulk of economic 
activity m the United States was conducted on an 
atomistic basis by Individuals or families — as is 
most of agriculture today — while the actions of 
tlie separate individuals were coordinated by the 
market. The individual produced for sale and his 
activity was geared to and in part controlled by 
flexible market prices. Balance between the actions 
of individuals was maintained — insofar as it was 
maintained — by the impersonal forces of the mar- 
ket and the law of supply and demand. Through 
the market, the apparently unrelated activities of 
individuals were thus made to mcsli into a single 
coordinated whole and industrial policy was made 
by the market as a result. The policy of laisscz faire 
has rested on the assumption that the market would 
continue to make industrial policy and would re- 
main a satisfactory coordinating mechanism. 

5. But gradually more and more of economic 
coordination has been accomplished administra- 
tively. Great numbers of individuals have been 
drawn into large factories or business organiza- 
tions and their activities have come to be coordi- 
nated within the separate enterprises by adminis- 
trative action. In a single factory the separate 
activities of thousands of workers arc coordinated 
by the factory management so as to mesh into a 
single producing organization. Within single cor- 
porate enterprises, tens and even hundreds of thou- 
sands of mdividuals have their economic activity 
coordinated by administrative direction. In 1929 
the activity of over 400,000 workers was meshed 
into a great communication system by the manage- 
ment of the American Telephone & Telegraph 
Co. Contrast tlie coordmation and balance among 
this group of workers with that among 400,000 
separate farmers whose action in producing more 
or less of each product is controlled and b^anced 


only by the market. In the first, we have the ex- 
treme of administrative coordination; in the sec- 
ond, tile extreme of market coordination. 

6. Tlie shift from market to administrative co- 
ordination lias gone so far that a major part of 
American economic acuvity is now carried on by 
great administrative units — our great corporations. 
More than half of all manufacturing activity is 
earned on by 200 big corporauons while big cor- 
porations dominate the railroad and public-utility 
fields and play an important role in the fields of 
construcuon and distribution. 

7. This development of administrative coordi- 
nation lias made possible tremendous increases m 
the efficiency or industrial production witliin 
single enterprises. The large number of workers 
brought into a single organization has allowed a 
high degree of subdivision of labor and the use 
of complicated scries of machines so that the vol- 
ume of production has been ex'panded way beyond 
the capacity of the same number of workers oper- 
ating independently. Organization has made for 
rapid and extensive development of technology 
and the improving technology in turn has in- 
creased the advantages of administrative coordi- 
nation. The telephone, the automobile, modem 
plumbing, arc the joint product of technology and 
administration, Tne possibility of a high standard 
of living for all rests on these two interrelated 
factors. 

8 . But the very concentration of economic ac- 
tivity which brought Increased productivity has 
by Its nature destroyed the free market and dis- 
rupted the operauons of the law of supply and 
demand in a great many industries and for tlie 
economy as a whole. 

9. Evidence of this disruption is to be found in 
the administrative character and relative inflex- 
ibility of price in a great many industries and the 
fact that on the whole prices during the depres- 
sion have tended to go down least where the drop 
in demand has been greatest. 

10. The failure of prices to adjust is perfectly 
familiar to business men in nearly every industry. 
But the implications of this famdiar fact for the 
economy as a whole have not been recognized. 

11. In a large part of industry, the market is not 
equating supply and demand through a flexible 
price mechanism, but is bringmg an adjustment of 
production to demand at admmistratively deter- 
mined prices. Thus, General Motors may set the 
f.o.b. price of a 1934 Chevrolet at S500 and pro- 
duce the half mdlion cars demanded at that price, 
y'et be wdling and eager to produce and sell a 
million cars at that price if onlv there were buyers. 

12. The presence of administered prices, while 
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It doej not indicate monopoly, does mean that the 
number of concerns competing in the market has 
been reduced to the pomt that the individual con- 
cern has a significant poner to choose withm 
hmiis between changmg its paces and changing its 
solume of producQon or ^es When any small 
drop m demand occurs, it is m a posiaon to hold its 
price and reduce its production without losing all 
Its business. As a result it tends to hold up pnee 
and reduce volume of production for the mdustry 
as a whole. 

13. But this means that mdividuals have a direct 
power over mdustnal pohey which they exercise 
m makmg business pohey for their own enter- 
prise 

14. The distincoon drawn here between mdus- 
ttial policy and busmeis policy is of the greatest 
importance. 

13. According to laissez faire principles, mdus- 
tnal polic)' was supposed to result from the inter- 
action in the market of the busmess pohaes of 
a large number of independent umts, no one of 
which had anv significant power In the truly 
atomistic economy to which the prmaples of 
laissez fairc applied, no mdividual buyer or seller 
alone had any significant power over either price 
ot total volume of producuon for the industry 
Prior to AAA., agricultural products, such as 
wheat and cotton, were produced and marketed 
under these conditions. 

16. Where the number of competing umts m a 
particular mdustry have been reduced to a rela- 
uvely small handful. Industrial policy is no longer 
made wholly by the market but m part by mdi- 
riduals. Industrial policy becomes subject to ad- 
ministratne control even though there is no 
monopoly or collusion between the separate enter- 
prises. 

17 But when the business man has the power to 
affect mdustnal pohey, he almost necessarily 
makes wrong mdustnal decisions. The very posi- 
tion, eipenence and trammg of the busmess man 
which lead hun to make the correct decisions on 
busmess policj’ tend to force him to make the 
wrong decuions on mdustnal policy m spite of the 
utmost nublic spint which he, as an mdividuol, 
may seelc to exercise. The fact that his decisions 
are wrong from the pomt of view of the public 
mterest u no necessary reflection on either his 
character or his intelligence, but arises from the 
nature of the situation within which he operates 
and the functions which he performs 

18 The busmess man is expected to make busi- 
ness policy in a way to maximize the profits of his 
own enterprise. When he has the pow er to choose 
between lowermg pnee and lowenng production. 


good busmess pohtw frequently requites him m 
the presence of falling demand to hold pnee and 
curtail his produenon even though this means idle 
men and lolc machmes. The amount by which he 
can count on mcreasing his sales by lowering pnee 
Is usuallv so small that the whole balance of his 
mterest as a business man pomts toward a restric- 
tion of production. The fact that he can lay off his 
workers enables hun to cut production without 
havmg to carry the burden 01 idle workers as he 
does that of idle machmes. His mterest dictates 
lowenng pnee only when he is able to squeeze his 
costs, particularly his labor costs At best, it is an 
even choice w'hcther he will choose to mamtam 


profits or minimize losses by seekmg a relatively 
large profit margm on a reduced volume or a small 
margm on a mamtained volume of sales, and m 
such a situation the easier device, and the one in- 


volving the lesser risk, is the device of holdmg 
pnee and acceptmg curtailed volume. It is only be- 
cause this holding of prices has become wide- 
spread and customary that the term “pnee 
chiscler” could be a term of opptobnum m an 
economy supposed to be coordinated through 
flexlblepnces. 

19 The net effect of busmess control over m- 


dustrial policy is, therefore, to aggravate any fluc- 
tuations m economic activity and prevent any nec- 
essary readjustments. An miaal drop m demand 
would result, not m pnee readjustment, but m 
mamtamed prices and curtailment of production, 
thus throwing workers and machbes out of em- 


ployment, reduemg money income and spendmg 
power, and further reducing demand The inflc.x- 
ible administered paces resulting from the shift 
from market to administration thus act as a dis- 


rupting factor m the economy and could cause an 
inmal small drop m demand to become a national 
disaster. 


10 Only as the busmess man was willing to go 
durectly counter to the interests of his enterprue 
as a profit-makmg concern and against busmess 
tradinon would he make the kmd of decisions 
which, if made throughout mdustry', would keep 
the economy functionmg and would serve the 
fundamental interests of busmess itself If dur- 
mg the depression mdividual busmess men 
throughout the economy had been persuaded to 
lower their prices, thus mabng decisions which 
appeared by all the standards available to them to 
be adverse to their mterests, the result would ac- 
tually have been m their mterest smcc it would 
have reduced the seventy of the breakdown. 

a I So long, therefore, as concentrauon exists 
and important powers over bdustnal pohey are 
exercised m the guise of busmess pohey and result 
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m inflexible administered prices, the market can- 
not be expected to coordinate and balance eco- 
nomic acavitj' under a pohcy of laisscz fairc. 

22. Thus, administrative coordination — the very 
thing that has made modem technology and a 
high standard of living possible — has destroyed 
the effectiveness of the market as an overall co- 
ordinator by the inflcuble administered pnces 
which arc inherent in the reduction of competing 
units It has produced. 

23. It is the effects of this failure of the market 
mechanism which have brought the overwhelming 
demand from many quaners for governmental m- 
tervention in economic matters. This inflexibility 
has impeded the balancing of trade beween na- 
tions, disrupted the workmgs of monetary policy, 
brought the banking system to its knees, obstructed 
full use of human and material resources, disor- 
ganized the flow of savuigs into useful equipment, 
brought an unbalanced national budget and 
gready increased economic insecurit)'. 

Part II. The Basic Choice in Social Policy 

1. Since the admmistrauve coordination which 
promises a high standard of living carries with it 
mflcxible administered prices which destroy the 
effectiveness of the market as an overall coordi- 
nator, it IS necessary to choose between nvo al- 
ternatives if an effectively functioning economy 
is to be established — either (i ) atomize the admin- 
istrative units to the point where inflexible admin- 
istered prices disappear and the free market can 
become an effective coordinator, or (2) supple- 
ment the market mechanism with institutional ar- 
rai^cments (N.R.A., A AA., money system, etc.) 
sufficient to allow the economy to function effec- 
uvely in the presence of and in spite of inflexible 
prices. 

2. The first road would require the breaking up 
of large corporate units into a very great number 
of separate and wholly ind^endent competing en- 
terprises with the loss in efficiency which it would 
entail. Few realize the extent to which it would be 
necessary to pulierize industry. Each of the big 
automobile companies would probably have to be 
made into a hundred or more independent con- 
cerns, the big chenucal companies would have to 
be broken into \ery much smaller units, and even 
after the break-up of the unregulated part of in- 
dustry', the inflexible prices in the railroad and 
utility fields svould impede economic adjustment, 
unless they also were broken up and made com- 
petitive. In order to make a laisstz faire policy 
truly' effective, productive efficiency' would have 
to be greatly' impaired and a lower standard of 
living accepted than is made possible by modem 


industrial organization and modem technology'. 

3. The second road, while employ'ing the mar- 
ket as a major instrument, would seek to supple- 
ment the market at the points where it tends to 
fail. Many have held that this would require Gov- 
ernment ownership or dictatorship since they can 
see no other alternative to a laisscz faire policy'. 

4. Actually, the choice docs not he betu cen pri- 
vate ownership and Government ownership be- 
cause the problem is primanly' the distribution of 
controls, not the locus of ow'nership. 

5. Nor docs the choice he between the atomiza- 
tion of industry' and an economic dictatorship, 
since it is only necessary to set up an institutional 
framework through which certam key industrial 
decisions are made and within which private or 
corporate enterprise and mitiative can function ef- 
fectively. 

6. If inflexible administered prices arc to be 
accepted as an mevitable product of modem tech- 
nology and modem industnal organization, the 
following lines of action would be called for to 
prevent them from being a disrupting influence 
and to allow the optimum use of human and ma- 
terial resources. 

(a) First, all pressure making for a general re- 
vision of prices either upw'ard or downward 
would have to be eliminated from the economy, 
smcc any development requiring a general change 
in the inflexible prices would result in a change 
in production and economic unbalance. This 
would mean that a monetary policy' would hate 
to be adopted which aimed to keep the flexible 
prices as a group approximately in Ime w’lth inflex- 
ible prices as a group and that a mechanism for 
the adjustment of international trade balances 
through general changes in prices would have to 
be replaced. 

(b) Second, new techniques of control would 
have to be worked out for establishing the neces- 
sary' elements of industrial policy so that the self- 
interest of indiv'iduals working through the mar- 
ket but limited by the framework of policy estab- 
lished would tend to produce the optimum use of 
human and material resources. 

(c) Finally, violent dislocations in the flow' of 
savings into capital goods would have to be min- 
imized. 

The remainder of this report will be devoted to 
the problems of making industrial policy'. 

Part 111. The PfioiJLE.M of Maklnc I.xdustrial 

Policy 

1. The National Recovery Administration and 
the Agricultural Adjustment Administration arc 
in part a product of the economic break-down 
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rrsulring from inflexible administered prices. The 
major task ahead of them, if they arc to facilitate 
the funcuonmg of the economy, is to participate 
m the makmg of industrial policy where the mar- 
Let cannot produce satisfactory results. 

j The basic problem of both NR A. and 
AAA IS, therefore, to devise techniques of con- 
trol for csablishing the necessary elements of m- 
dustnal policy 

3 Until this IS recognized as the basic function 
of N RA and AAA the economic pohaes of 
these tsvo agenaes tend to be contradiaory and 
confused, once the true function of these bodies 
has been recognized, the organization and policy 
implicit m this funenon will clarify much of their 
economic acuvity 

4. In cstabhshmg certain elements of mdustnal 
policy, the purpose of N R A and AA A should 
be to set up a framework within which the actions 
of individuals or groups, operating on then: own 
mitiative and m their osvn mterest, will result in 
a fully funcuonmg economy The objecuve 
should be to accomplish what the market is sup- 
posed to accomplish, namely, a balance of the 
interests of the vanous mterest groups which con- 
sntute industry so as to produce the most effec- 
tive use of human and material resources. 

5. To do this It 13 only necessary to find key 
decisions for each industry which, if made right, 
would so condiuon the other elements of indus- 
trial policy that the latter could be left to the ac- 
tions of individuals and the operauon of the mar- 
ket .. . 

fi The setung of key elements of mdustnal pol- 
icy by administrauve bodies to facilitate economic 
funcuonmg is a new technique. 

(a) Earher mtenentions of government m m- 
dustry have been esscnually different 
(i) Anutmst legislanon tried to mamtam com- 
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peution and the market as the maker of mdustnal 
pobey and failed because it confused the absence 
of monopoly svith the existence of a free market 
The market break-down is not a matter of monop- 
oly (as the courts have mterpreted the term), but 
of the makmg of mdustnal pobey by pnvate mdi- 
viduals. 

(1) Public-utility rcgulanon establishes a major 
element of mdustnal policy — namely rates — but, 
because it is focused on the mterest of property 
and not on balancmg the mtercsts of mvestors, 
workers, and consumers, it tends to aggravate the 
faults inherent m busmess decisions — witness the 
efforts to increase railroad rates dnrmg the de- 
pression. It has neither tackled the problem of 
gettmg service to the public under optimum con- 
ditions nor has it taken account of the problem of 
price ngidity mtroduced by the process of rate 
makmg 

(3) Government ownership and operanon has 
mvolved taking on the whole job of mdustnal and 
busmess operation instead of sunply the key mdus- 
trial decisions. Government has here had to de- 
termine not only mdustnal policy but also busi- 
ness policy as well, with all the centrabzation 
which this involves 

(b) Collective bargammg has been a techmque 
for establishing certain elements of mdustnal pol- 
icy, but it tends to place the whole emphasis on 
the division of the spoils and loses sight of the 
other major aspects of mdustnal pobey havmg to 
do with mcreasmg the spoils to be divided 

7 In deterrmnmg industrial pobey by the mak- 
mg of key decisions, the essential problems are, 
first, to discover, indnstiy by industry, what, if 
anv, elements of mdustnal policy need to be estab- 
lished administratively and, second, to set up a 
mechanism which will get those key decisions 
made “right.” . . . 


TVA 


DuRI^G the first World War, the Federal gov- 
ernment built at Muscle Shoals in Alabama a 
dam and power plant mtended to increase the 
nauon’s capacity for the manufacture of the 
nitrogencous products needed for the making 
of munitions. The war ended before the plant 
could be used and, for the decade afterward, 
Aluscle Shoals was a minor bone of conten- 
tion, lying unused because no purchaser of- 
fered what seemed a reasonable price and be- 
cause government operanon would be “social- 


istic." Senator Noms of Nebraska had stood 
firm against the disposal of Muscle Shoals, so 
that when the new admmistranon entered the 
scene in 1933 the disputed dam was soil m gov- 
ernment possession 

In Alay, 1933, th® Tennessee Valley Author- 
ity xvas created to improve naviganon and land 
reclamation, promote flood control, and sell 
the surplus hydroclectnc power which would 
be produced by its dams Also, the Authority 
was charged with laying out a comprehensive 
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plan for promoting the social and economic 
welfare of the seven states in the Tennessee 
Valley region. In the sale of power (priority 
was to be given to public bodies and coopera- 
tives), the TVA was to use rates that were to 
ser\'e as a “yardstick” against which to meas- 
ure those charged by the local private utilities. 
This provision aroused great opposition, not 
only on principle but also on the ground that 
since a government corporation could borrow 
at interest terms which no private enterprise 
could obtain, the costs were not properly 
comparable. The TVA had to face not only 
repeated challenge in the courts — which held 
constitutional most of its disputed activities 
(the sale of power to municipalities and the 
construction, fot flood control purposes, of 
dams sufficiently high to produce hydroelec- 
tric power) — but also dissension within its 
own ranks when its chairman disagreed with 
his colleagues so acrimoniously that, in 1938, 
he had to be removed by the President. 

In spite of these handicaps, TVA main- 
tained itself against attack, dissension, and 
challenge in the courts and finally built its 
dams and power lines. Its flood-control work 
succeeded in guarding the Tennessee Valley 
from the disasters that struck other valleys in 
the flood years. The work and achievement of 
TVA is desenbed by its admim'strator, David 
Lilienthal (1899- ), in his TV A-Democracy 
on the March (New York, 1944). Though 
Lilienthal has a natural partiality for the or- 
ganization he helped create, his enthusiasm is 
infectious as he tells how the men who made 
TVA attempted to use the methods of science 
to develop an area as a unity and to make the 
people of that area an active factor in the de- 
velopment. TVA tried to attack the problem 
of the separation between technological ad- 
vance and human needs. The first task of the 
TVA administrators was to get its experts to 
sec their special problems within the context 
of the valley as a living whole. 

The book is most appealing in its descrip- 
tions of the growth and activities of TVA; it 
is most significant in its observations on the 


techniques of government. Government as 
combatant and government as umpire are 
familiar enough, government as public tech- 
nician is something new, TVA, organized as 
an independent corporation, has been able to 
work outside conventional bounds to show 
the efficacy of the “Authority” mctliod in 
dealing with problems that cross state lines 
yet are regional rather than national in scope, 
In the area controlled by the Port of New 
York, the authority method had shown its po- 
tentialities, but TVA e.\tended the method 
over an entire region to demonstrate how 
joint action may be secured not by Washing- 
ton fiat, but by the voluntary cooperauon of 
the states and the communities within them. 
Regional problems, such as power and flood 
control, should be the concern of technical ex- 
perts, Through federal autonomous agencies 
with authority to make decisions in the area 
where they operate, government may attack 
such regional problems without creating a 
top-heavy centralized bureaucracy. 

This then is really an essay in political philos- 
ophy. Lilienthal is largely concerned with de- 
scribing the processes by which the destiny 
of the T\^A has been put into the hands of the 
people themselves. He sees the TVA, in bnef, 
as a demonstration of the feasibility of making 
democracy function at the grass roots. The ex- 
perts played and continue to play their parts. 
Them studies revealed the crimes that had been 
visited on the region’s great natural resources 
by an earher^wasteful economy. Their re- 
searches demonstrated how new devices — pe- 
cuhar to the needs of the region — could make 
the subsoil and the sod more productive eco- 
nomically. Their leadership erected the 
demonstration farms and helped m the cre- 
ation of cooperatives and the appearance of 
new small industries. But the vitahty of the 
programs grew from the fact that the local 
chambers of commerce, farmer organizations, 
trade union couneds, and state, county, and 
municipal governments were ready to take , 
over responsibdity. One of the answers to the 
perils of the monolithic state is decentraliza- 
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TVA — Democracy on the March 

BY DAVID LILIENTHAL 


CnApm XIV DECENTRAtiZA-noN Antuiote for 
Remote Covnioi. 

WiiAT 1 have been describing is the way by which 
In this region we are worlang toward a decentral- 
ize administraoon of the funcuons of the central 
government 

The chief purpose of such methods of decen- 
tralization IS to provide greater opportunity for a 
ncher, more mtetesting, and more responsible life 
for the mdividual, and to mcrease his genumo 
freedom, his sense of his own importance. Cen- 
tralization m admmlstranon promotes remote and 
absentee control, and thereby mcreasingly denies 
to the individual the opportunity to make decisions 
and to carry those responsibilities by which human 
personality Is nourished and developed. 

1 find It impossible to comprehend how democ- 
raej' can be a bvmg reality if people are remote 
from theu government and m tneir daily hves are 
not made a part of it, or if the control and direc- 
tion of makmg a living — industry, farming, the 
distribunon of goods — is far removed from the 
stream of life and from the local community 
Congress established the TVA as a national 
^ency, but one confined to a particular region. 
This provided an opportumty for decentralization. 
A limited region, its outlmes drawn by its natural 
resources and the cohesion of its human mtercsts, 
was the unit of federal activity rather than the 
whole nation. 

To the degree that the experiment as admin- 
istered helps to solve some of the problems raised 
bj the flight of power to the center and the isola- 
tion of the citizen from his government, history 
maj mark that down as TVA's most substantial 
contribution to national well-being and the 
strengthenmg of democraty 
TVA's methods arc, of course, not the only ones 
that must be tried There will be difiercnt types 
and other methods of admmistration suitable to 
other problems and different areas Diversity will 
alua)^ be the mark of decentralized admmistra- 
tion, just as surelv as unifortmty (often for its ovv n 
sake) IS the mark of central and remote control 
Decentralization m action has been anjthing but 
an eas)’ task Its course will nev er be a smooth one. 


without setbacks and disappomtments. Every- 
where, nevertheless, the problem must be faced if 
we arc to conserve and develop the energies and 
zeal of our citizens, to keep open the channels 
through which our democracy is constantly In- 
vigorated 

Overcentraltzation is, of course, no unique char- 
acteristic of out own national government. It is the 
tendency all over the world, m busmess as well as 
government. Centralizauon of power at our na- 
tional capital IS largely the result of efforts to 
protect anzens from the evils of overcentrahza- 
Don in the mdustrial and commercial life of the 
country, a tendency that has been gomg on for 
generations Cham stores have supplanted the 
comer grocery and the village drug store. In banks 
and theaters, hotels, and tystems of power supply 
— m every activity of busmess — local concrow 
have almost disappeared To be sure, busmess 
centraltzaDon has brought advantages m lower 
umt costs and improved services ^cept by the 
village dressmaker, or the owner of the country 
store or hotel, the advantages of centralization, at 
the beginning, at least, were gratefully recerved 
People seemed to like a kind of sense of security 
that came with uniformity 

The paymg of the pnee came later when towns 
and villages began to take stock The profits of 
local commerce had been siphoned off, local enter- 
prise was stifled, and moribund commumties awoke 
to some of the ultimate penalues of remote control 
When a major depression struck in 1929, busmess 
centralization made us more vulnerable than ever 
before to the disruption that ensued. Power had 
gone to the center, decisions were made far from 
the people whose hves would be affected Cmes 
and states were powerless to meet the evils that 
were bred, the federal government had to act. The 
tendency to centralization m government was 
quickened 

It was ironic that centralized businesses should 
become, as they did, eloquent advocates of the 
merits of decentralization in government. From 
their central headquarters they began to issue state- 
ments and brochures And a wondrous state of 
confusion arose in the minds of men they ate 
food bought at a store that had its replica in almost 
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cverj' town from coast to coast; tlicy took their 
case in standard chairs, they wore suits of identical 
weave and pattern and shoes identical with those 
worn all over the countr}'. In the midst of this 
uniformity they all listened on the radio to the 
same program at the same time, a program that 
bewailed the evils of “regimentation,” or they 
read an indignant editorial in their local evening 
papers (identical with an editonal that same day 
in a dozen other newspapers of the same chain) 
urging them to vote for a candidate who said he 
would bring an end to centralization m govern- 
ment. 

1 am not one who is attracted by that appealing 
combination of big business and little government. 
1 believe that the federal government must have 
large grants of power progressively to deal with 
problems that are national in their consequences 
and remedy, problems too broad to be handled 
by local political umts. I am convinced, as surely 
most realistic men must be, that in the future fur- 
ther responsibilities will have to be assumed b^ the 
central government to deal with national issues 
which centralized business inevitably creates. The 
war has advanced this trend. 

The people have a right to demand that their 
federal government provide them an opportunity 
to share in the benefits of advances in science and 
research, the right to demand protection from eco- 
nomic abuses beyond the power of their local 
political units to control But they have the further 
right to insist that the methods of admmistration 
used to carry out the very laws enacted for their 
mdividual welfare will not atrophy the human 
resources of their democracy. 

It is folly to forget that the same dangers and 
the same temptations exist whether the centrahza- 
uon is in government or in mammoth business en- 
terprises. In both cases the problem is to capture 
the advantages that come with such centralized 
authority as we find we must have, and at the same 
tune to avoid the hazards of overcentralized ad- 
vumstration of those central powers. 

It can be done. It can be done in many business 
operations as well as in government activities. I 
have described the way in which the operations 
of the Tennessee Valley’s power system have 
been brought close to the people of this valley. 
Certainly that makes clear that no blind fear of 
bigness underhes my conviction of the necessity 
for decentralized admmistration. Here we have 
centrdized only the acuvities in connection with 
electric supply which are common to a large inte- 
grated area and can best be carried on by a single 
agency, that is, produemg the power and then 
transmitting it from the dams and steam-electric 


plants to the gates of communities. But, as I have 
pointed out, in the Tennessee Valley ^’stem the 
ownership and management of the d^ibution 
systems are decentralized. Here, I believe, is one 
example, among many, of an effective combination 
of the advantages of the decentralized advunistra- 
tton of centralized authority. 

The distincuon between authorit)' and its ad- 
ministration IS a vital one. For a long time all of us 
— administrators, citizens, and politicians — have 
been confused on this point. We have acted on the 
assumption that because there was an mcreasing 
need for centrahzed authority, the centralized 
execution of that authority was likewise inevitable. 
We have assumed that, as new powers were 
granted to the government with its seat at Wash- 
mgton, these powers therefore must also be ad- 
ministered from Washington Out of lethargy and 
confusion we have taken it for granted that the 
price of federal action was a top-heav)% cumber- 
some admmistrauon. Qearly this is nonsense. The 
problent is to divorce the two ideas of authority 
and adtijimstration of authority. 

Our task is to invent devices of management 
through which many of the powers of the central 
government will be administered not by remote 
control from Washington but in the field. 

A national capital almost anywhere is bound to 
suffer from lack of knowledge of local conditions, 
of parochial customs. And in a country as vast as 
the United States, jn which local and regional dif- 
ferences are so vital and so precious, many citizens 
and administrators are coming to see more and 
more that powers centrally admbistercd from 
Washington cannot take into account the physical 
and economic varianons withm our boundaries. 
The national strength and culture that flows from 
that very diversity cannot be nourished by cen- 
tralized administration 

It has become common observation that in 
Washmgton it is too easy to forget, let us say, the 
centuries of tradition that he behind the customs 
of the Spanish-American citizens in New Mexico 
and how different their problems are from those 
of the men and women whose lives have been 
spent in the mountams of the South It is hard, 
from a distance, with only memoranda before him, 
for an admmistrator to be alive to the fact that the 
ways of suburban New Jersey are alien to the 
customs of the coast of eastern Maine. And yet 
the fact that the ancestors of these people brought 
dissimilar customs from their homelands, that 
they have earned their living m different manners, 
that the climates in which they live are not the 
same — this is all deeply important when a national 
program is brought to the men and women in 
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ernes tnd villages and farms for appUcanon, when 
iheir daily lives are visibly affected. When those 
differences m customs are not comprehended, 
statutes seem itrelevant or harsh They destroy 
confidence, and disturb rather than promote peo- 
ple's welfare. 

Centralcauon at the nauonal capital or within 
a business undertaking alw^ glorifies the im- 
portance of pieces of paper Tte dims the sense of 
realit)’ As men and orpnizanons acquire a pre- 
occupation with papers they become less under- 
standing, less perceptive of the reahty of those 
matters with which they should be dealmg par- 
ticular human problems, pamcular human beings, 
actual thmgs m a real Amcnca — highways, wheat, 
barges, drought, floods, backyards, blast furnaces. 
The reason why there is and always has been so 
much burcaucranc spirit, such organizational m- 
tnguc, so much pathologic personal ambition, so 
many burning jealousies and lendettas m a capital 
city (any coital city, not only Washington), is 
no mystery TTie facts with which a highly central- 
ized institution deals tend to be the men and 
nomen of that mstitution itself, and their ideas 
and ambitions. To mamtam perspective and human 
understanding m the atmosphere of centralization 
IS a task that many able and consaenDous people 
have found well-nigh impossible. 

Making decisions from papers has a dehumantz- 
tng effect. Much of mans mhumanity to man is 
explamed by it. Almost all great observers of 
mankind have noted it. In War and Peace Tolstojr 
makes it parocularly clear Pierre Bezukhov is 
standing a captn’e before one of Napoleon’s gen- 
erals, Alarshil Davout. 

"At the first glance, when Davout had only 
raised his head from the papers vibcre tnwian af- 
fatrs and lives viere indicated by mmibers, Pierre 
was merely a arcumstance, and Davout conld have 
shot him without burdening his conscience with 
an evil deed, but now he saw m hun a human be- 
ing . ” To see each citizen thus as a "human 
being" IS easy at the grass roots. That is where 
more of the functions of our federal government 
should be cxerciscd- 

The permanence of democracy mdeed demands 
tha. For the cumulatiic effect of overcentraliza- 
tion of administration m a national capital is 
peatli to reduce the effectiveness of government. 
It IS serious enough in itself when, because of rc- 
iTOteness and ignorance of local conditions or the 
doinicss of their operauon, laws and programs 
fau of their purposes. We are threatened, however, 
with an eien more disastrous sequence, the loss of 
the people's confidence, the lery foundation of 
democratic government. Confinence docs not 
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flourish m a “government contmually at a distance 
and out of sight,” to use the language of Alesander 
Hamilton, hmiilf a constant advocate of strong 
central authonty On the other hand, said Hamil- 
ton, “the more the operations of the national an- 
thontj' are mtermmgled in the ordmary exercise 
of government, the more the citizens are ac- 
customed to meet with it m the common occur- 
rences of their political life, the more it is farmliar- 
ized to their sight and to their feelrags, the further 
It enters into those objects which touch the most 
sensible chords and put mto motion the most ac- 
ave spnngs of the human heart, the greater will 
be the probabihty that it will concilute the respect 
and attachment of the community ” 

When “the respect and attachment of the com- 
munity” give place to uneasmess, fears develop 
that the grantmg of further powers may be abused 
Ridicule of the capriciousness of some government 
officials takes the place of pnde. Democracy can- 
not thrive long m an atmosphere of scorn or fear 
One of two thmgs ultimately happens either 
distrustful citizens, their fears often capitalized 
upon by selfish men, refuse to yield to the na- 
nonal government the powers which it should 
hate m the common interest, or an arrogant cen- 
tral government imposts its will by force. In either 
case the substance of democracy has perished 

We face a dilemma, there is no reason to con- 
ceal Its proportions. 1 do not mmimize the com- 
plexities and difficulties it presents Wi need a 
strong central government. This is plain to every- 
one who sees die changed nature of our modem 
world. But 1 have deep apprehension for the 
future unless we learn how many of those central 
powers can be decentralized m their administra- 
tion. 

Every important admmistrative decision need 
not be made m Washington We must nd our- 
selves of the notion that a new staff, with every 
member paid out of the federal treasury, has to 
administer every detail of each new fedei^ law or 
regulation. We who believe devoudy m the demo- 
craac process should be the first to urge the use 
of methods that will keep the administration of 
national functions from becommg so concentrated 
at the naoonal capital, so distant from the every- 
day life of ordinary pcmlc, as to wither and 
deaden the average citizen's sense of pamapation 
and partnership m government affairs. For hi tbts 
citizen participation lies the vitality of a democ- 
racy 

Federal functions can be decentralized m' their 
administration But it requites a completely 
changed pomt of view on the part of citizens and 
their representatives. For this busmess of central- 
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ization is not wholly the fault of government ad- 
ministrators. Statutes arc rarely designed to pro- 
vide an opportunity for ingenuit)' m the develop- 
ment of new techniques in administration. Only 
infrequently do you find a new law which m its 
terms recognizes the hazards of overcentralizadon. 

Our recent history' shows that many pubhc men 
and editonal writers prefer the privilege of berat- 
ing administrators as “bureaucrats” to suggesnng 
and supportmg ways through which the vices of 
bureaucracy' would have less opportunity to de- 
velop. Congress has usually taken the easy course, 
when new laws are passed, of piling upon the 
shoulders of an already weary (but rarely unwill- 
ing) official the responsibility for supervising a 
whole new field of federal activity. He has been 
given a fresh corps of assistants perhaps, but upon 
his judgment decisions of great detail ultimately 
rest. 

This country is too big for such a py'ramiding of 
responsibilities. In the general atmosphere of big- 
ness, men contmue to come about the same size. 
There is a limit to the energy and wisdom of the 
best, the ancient lust for power for its own sake 
bums in the worst. 

In the case of TVA Congress did enart a statute 
which permitted a decentralized adnunistration. 
Had not Congress created that opportunity, the 
TVA could not have developed its administration 
at the grass roots. An area of manageable propor- 
tions — the watershed of a river as its base — was 
the unit of administration. Decisions could be made 
and responsibility taken at a point that was close 
to the problems themselves. That is the test of 
decentralization 

It is not decentralization to open regional offices 
or branches m each state, if decisions have to be 
made in Washington and the officers m the field 
prove to be merely errand boy's Genuine decen- 
tralization means an entirely' different point of 
view in the selecting and training of personneL It 
means an emigration of talent to the grass roots. 
But if the important task, the real responsibilities, 
are kept at the center, men of stature will not go to 
the “field.” 

Neither is it decentralization when bureaus or 
departments arc moved out of cri^wded Washing- 
ton. It may be necessary and entirely wise — but 
it is not decentralization. You do not get decen- 
tralization as we know it in the TVA unless you 
meet two tests: 

First, do the men in the field have the power 
of decision^ 

Second, arc the people, their private and their 
local public institutions, actively participaung in 
the enterprise? 


There is generous lip service to decentralization 
on every' hand. But httlc will be done about it un- 
less there is real understanding of what it means, 
and an urgent and never ceasing demand from 
citizens. 

When methods such as those the TVA has used 
are proposed, the chief objection usually' made is 
that locil communities, sntc agencies, or the field 
officers of federal agencies cannot be trusted to 
carry out national policies. Usually the reason is 
dressed up in more tactful language, but, however 
disguised, it is the doctnne of the elite nevertheless. 
The burden of proving that the men who at the 
time are federal officials m Washington arc the 
only ones competent to administer the laws en- 
acted by' Congress certainly lies upon those who 
advance that reason. Actually such statements 
often prove the desperate hazards of ccntralizanon 
to the health of a democracy', for they' exhibit, in 
the minds of those who put them forward, a low 
esteem or alfecnonate contempt for the abilities 
of anyone outside the capital city', or else a slavish 
concern for the existing rituals of bureaucracy. 

There are of course many' instances where the 
facts appear to support the claim that good ad- 
ministration of national concerns cannot be ob- 
tained through the co-operation of local agencies. 
Local pob'tics, ineptitude, lack of interest and ex- 
erience in public matters and in administration, 
razen partisanship, even corruption — all these 
stand in the way. I am sure these hazards exist. I 
am sure, for we have encountered most of them in 
this valley'. But what are the alternatives? Fewer 
citizens panicipating in governmental administra- 
tion Less and less local community responsibility'. 
More federal employees in the field armed with 
papers to be filled out and sent to Washington for 
‘processing,” because only there is “good admin- 
istration” possible. The progressive atrophy of 
citizen interest. .An ever wider gulf betvv'ccn local 
communities and national government, between 
citizens and their vital pubhc concerns. Such arc 
the alternatives. 

The often flabby muscles of community' and in- 
dividual responsibility' will never be invigorated 
unless the muscles arc given work to do. Thtw 
grow strong by' use; there is no other way. Al- 
though It is true that decentrahzauon at times is 
ineffective because of the quality of local officials 
or field officers, the virtues, by' comparison, of 
what can be done in central headquarters are some- 
what illusory'. For, without the co-operation of 
citizens (an admittedly difficult goal) and of in- 
stitudons familiar to them, no detailed and far- 
reaching economic or social policy and no demo- 
cradc planning can be made efi’eedve. Surely 
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there cm be bttle doubt about the truth of thu 
natemcnt, as 1 wnte these words, m our second 
jear at war The daily expenence of the average 
citcen confirms it unanswerably 

The shortcommgs of highly centralized adminis- 
tration of national poUcies are not due simply to 
the stupidity or wrongheadedness of particular in- 
dividuals. Naming a scapegoat whenever a mess is 
uncovered, a favorite editonal and lay custom, is 
of little help, it usually misses the mark We need 
netspective about such thmgs, lest we foolishly 
take out our anger and frustration for mepntudes 
upon this man and that, this party or that, instead 
of tummg our anenOon where it usually belongs, 
fii, upon the hmttations and dangers of central- 
ization. 

These evils are inherent m the ovcrcentralized 
administration of huge enterprise because it ig- 
nores the nature of man. . . . 

Out of my expenence m this valley I am as 
acutely aware as anyone could be of the difficulties 
of securing the acave participation of citizens at 
the grass rootx. I know ‘Svhat a task” (usmg the 
words of de Toccjncville) it is ''to persuade men 
to bus)' themselves about their own affairs.” But 
our expenence here has m it more of encourage- 
ment tnan of despair For m this vaJley, m almost 
ever)’ village and town and city, in every rural 
communit)’, there has proved to be a rich reservoir 
of anzen talent for public service The notion that 
brams, resourcefulness, and capacity for manage- 
ment arc a limited commodity m Amenca — and 
this It 15 that IS behind most of the skepticism about 
dtccntrallzanon — is a myth that is disproved m al- 
most esety chapter and page of the story of the 
development of this valley 

The fact that TVA was not remote but close at 
hand has been the most effective way to dissipate 
the considerable imtial suspicion of this enterpnse 
and secure from dnzens or every pome of view the 
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existing wide measure of Warm co-operation. In 
the case of the power program of the TVA fpr 
example, if T\^A. were not m the region and of it, 
if It could not make decisions until Washington, 
hnndreds of miles away, had “processed" the 
papers and reached a conclusion, only a few of 
these valley commumnes, m my opmion, would 
have signed a contract with the TVA for power 
supply Remote control from Washington would 
not have seemed greatly to be preferred to remote 
control from a holdmg company office ui New 
York. And if TVA had not m turn decentralized 
Its own operations the plan would work badly, 
TVA’s division and area managers and other field 
officials are not merely office boys with imposing 
titles but no standing or authority. They are 
selected, tramed, given broad responsibihty and 
discreaon, and compensated accordingly. 

The decentralized administration of federal 
functions is no infalhble panacea Of course mis- 
takes are made at the grass roots too But even the 
mistakes arc useful, for they are close at hand 
where the reasons bchmd them can be seen and 
understood The wise decisions, the successes (and 
there are many such), axe a source of pnde and 
satisfaction to the whole community If, as 1 
strongly beheve, power must be diffused, if it Is 
vital that citizens pamcipate in the programs of 
their government, if it is important that confidence 
m our federal government be mamtamed, then de- 
centralization is essential. 

I speak of decentralization as a problem for the 
United States of America. But the poison of over- 
centralization IS not a threat to us here alone. De- 
centralized admuiistration is one form of antidote 
that IS effccavE the world over, for it rests upon 
human impulses that ate umversa! Centralization 
IS a threat to the human spirit everywhere, and its 
control IS a concern of all men who love free- 
dom. 


BANKING AND PUBLIC FINANCE 


Roosevtelt's first inaugural had pledged re- 
form of the banking system, a promise fulfilled 
in August, I 93 J, when the President signed the 
Bankmg Act of that year This provided for 
mercased government control of the Federal 
Resets c S) stem the President was not only to 
appoint all the members of its Board of Gov- 
ernors — who were to approve the person 
chosen to be president of each Federal Re- 
serve Bank — hut the Board of Governors was 


to control the Open Market Committee, which 
had power over the expansion and contraction 
of bank credits. The Board of Governors was 
also given the nght to raise the reserve require- 
ments of member banks to double the exist- 
ing maximums, a measure which could prevent 
the additional currency authonzed by acts of 
Congress from inflating the economy In addi- 
non, the act allowed rcscrv'c banks to make 
loans to ther members on time or demand 
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notes of four months’ maturity and national 
banics were given the riglit to make loans on 
real estate, which allowed competition with 
state banics that had such power. But national 
banks were forbidden to participate in the 
underwriting of security issues. At the 1935 
meeting of the American Bankers’ Association, 
Marriner S. Eccles ( 1 890- ) , one of the gover- 
nors of the Federal Reserve Board and soon to 
become chairman of the renamed Board of 
Governors of the Federal Resen'e System, ex- 
plained the purposes of the new law and urged 
the banking community to give its coopera- 
tion. 

Government intervention in the nation’s 
financial activities has been necessary to save 
the country from its “state of disastrous con- 
traction.” The RFC has helped the nation’s 
banks. The Home Owners’ Loan Corporation 
had relieved both banks and the harassed home- 
owner, thus benefiting creditors as well as 
debtors. The Federal Farm Mortgage Cor- 
poration has prevented the collapse of the 
farm mortgage market by providing funds, 
through the issue of government bonds, to be 
loaned to Federal Land Banks in return for 
their own mortgage-backed bonds. The serv- 
ices of these agencies and of the relief program 
have been worth their cost despite the un- 
balancing of the budget, Eccles argues. For 
taxes and government debt arc not to be con- 
sidered as mathematical absolutes but in rela- 
tion to national income. Hence, while a deficit 
may not be desirable, it is not necessarily de- 
structive. In the present situation, bankers must 
be ready to extend credit in the form their 
communities require rather than according to 
the precepts of liquidity. Eccles then turns 
from a defense of tlic administration’s policy 
of what may be called financial “rclicF’ to a 
defense of government intervention to prevent 
deflauon. When such tendencies appear, gov- 
ernment should not decrease spending, for 
that promotes further deflation, the collapse of 
confidence, and depression. 

Four years after Eccles had appealed to 
American bankers for cooperation with the 


administration’s financial policy, he addressed 
a special meeting of the Harvard Business 
School Alumni By 1939, the countrj' had ex- 
perienced the recession of 1937-38. The re- 
covery initiated by heavy public spending col- 
lapsed when that spending slackened. Thus, 
there still remains the problem: “How Arc 
We to Put Idle Men, Money and Alachincs to 
Work'” Though money is available, capital 
outlay lags and full employment is not 
achieved. Business leaders insist that taxes and 
government regulation of the securities market 
are responsible for the inadequate flow of cap- 
ital into new enterprise. As a banker and busi- 
nessman, Eccles declares that a negative reori- 
entation of policy would have small effect 
upon the economy as a whole. Of all taxes de- 
terrent to business, those bearing on consump- 
tion are most damaging since they fall upon 
the lower income groups which spend rather 
than save an increase in their income. Tax re- 
vision should be in a direction that would tend 
to stimulate consumer buying power and give 
an impetus to production. In their own inter- 
est, businessmen should prefer providing tax 
revenue themselves m order that consumption 
may be increased. 

Government expenditure and investment 
does not become a dangerous policy until it 
competes with private industry for men and 
materials, says Eccles. It is not regulation but 
unwillingness to assume risk that is the great 
current hindrance to the expansion of invest- 
ment. Once again, the frontier theory (and 
Hansen’s) serves political argument to e.xplain 
the slackening of America’s industrial growth 
and to justify a program of redistributing in- 
come through taxation. Since we arc built al- 
most to capacity and since we have become a 
creditor nation, we must look to an enlarge- 
ment of the domestic market. To that end, 
Eccles suggests a revision of the social security 
program to furnish adequate pensions now 
rather than merely to dram present income to 
provide for the next generation. He urges con- 
trol of monopolistic practices by capital and 
labor, a policy winch demands a unified labor 
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leadership and an abandonment of feather- 
bedding restrictions In addition to measures to 
increase consumption, government should in- 
vest in useful enterprises upon which private 
capital cannot venture because of the long de- 
lav of return, though ulnmately such enter- 
prises will pay out 

A good part of this theory of the need for 
a “compensatory” fiscal policy is rejected by 
John H VVilhams (1887- ), professor of 
economics at Harvard and \nce president of 
the New York Federal Reserve Bank, in his 
article Deficit Spendm^ (1941) Deficit spend- 
ing, Williams pomts out, is the sequel, in the 
mnetecn thirties, to the previous decades’ em- 
phasis on central banking policy as a means of 
regubting the economy The central bank 
thcorj’ rested on the assumption that the quan- 
uty of money controlled the interest rate, 
whieh determined investment which, m turn, 
controlled the business c)xle When in the 
early nineteen thirties it became evident that 
low interest rates did not necessarily lead to 
investment, the Keynes suggestion of “pump- 
pnmmg” became popular in government cir- 
cles and deficit finanang was seen as a means of 
making the easy-money pohey effective. In 
1936-37, deficit financing was introduced as a 
positwe factor compensating for the gradual 


change taking place m a maturing economy. 

Mffnle Wilhams is not convinced of the 
“mature economy” thesis, he does note that 
France and the Umted States were almost the 
only naDons failing to surpass the level of out- 
put of the mnetecn twenties — and France cer- 
tamly had a mature economy. It is in his con- 
ception of economic progress that Williams is 
most interesting, however Income, not em- 
plo^ent, IS the goal of that progress Hence, 
underemployment docs not mean depression 
but technological advance, supenor techno- 
logical methods mcrease the productivity of 
labor and lead to a greater volume of goods 
although making an . mcreasing number of 
workers superfluous Yet possible loss of buy- 
mg power through the operaoon of this tend- 
ency will not sap the economy smee that is 
supported not by consumption but by invest- 
ment, and this last occurs as a result of faith 
m the prospect of profit, not because of direct 
fulfillment of human needs 

The two Eccles addresses are reprinted 
from R L Weissman, ed , Economic Balance 
and a Balanced Budget (New York, 1940) 
and are pubbshed by permission of Harper 
and Brothers. The Williams article is repnnted 
from The American Econonne Revievi, Sup- 
plement, VoL XXX, No 5, February, 1941. 


Two Addresses 

BY MARRINER C. ECCLES 


I. The Futuke of Banwno 

• . Most or my lite has been spent m the field 
of binking and business and until I unexpectedly 
vent to Washmgton, less than two years ago, I 
had neier occupied a public posinon I, therefore, 
^ talk to you and approach the questions tthich 
I am sure v e are all deeply mtercsted in, only as a 
praetical business man and banker. 

I am remuided m meeting with j ou today of the 
contrast betveen the conditions under which we 
are now meetmg and the conditions under which 
*"“ ,“1110 meeting was held three years ago 

'1 hat is the reason for this change’ It is not a 
t^lt of accident, it b not a result of letting nature 
take Its course. For three years nature was per- 


mitted to take Its course m an effort to revive con- 
fidence. Little legislation that was disturbmg to 
busmess was passed No Bankmg Act of 1935 was 
pending to make bankers hesmte to make loans. 

But a condition was reached, even as early as the 
sprmg of 1931, when Government mtervennon 
became unavoidable, not because the Government 
wanted to mtervene, but because the entire finan- 
cial and credit structure was in a state of disastrous 
contraction The Reconstrucaon Fmance Corpo- 
rauon was organized to support the crumbling 
structure. 

The Government had financed the gram and 
cotton stabilization corporations in order to help 
agnculmre. 

The Home Loan bank system was organized m 
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order to help the urban mortgage situation. But 
the scale of intervention was entirely inadequate 
and tile forces of deflation had been so much un- 
derestimated tliat a complete collapse .resulted in 
the following spring. 

No one objected to an unbalanced budget in 
order to bolster up the banking, the insurance, the 
railroads, and the credit structure generally. 

Is it consistent or possible to think that Govern- 
ment could intervene in the field of private credit 
through tlie banking, insurance, and other private 
structures and at the same time refuse to intervene 
in order to stop the foreclosure of farm mortgages, 
which reached an appalling figure, to stop the 
foreclosure of home mortgages, which reached a 
figure as high as 35,000 in one month^ 

Is It possible to justify the use of Federal credit 
resulting in an unbalanced budget in the fields re- 
ferred to, and at the same time pcniiit i a, 000,000 
men who wanted work to go unemployed? 

Business claims die liberty of employing and 
discharging men when their services cannot be 
used profitably, and that is its right. But what 
about the liberty of the man under the conditions 
that we were confronted with in 1932 and 1933? 
If a Government is justified in incurring an in- 
debtedness of $25,000,000,000 to protect its cidzens 
against the encroachment of a foreign enemy m 
tirncs of war, is not a Government justified in us- 
ing its credit for the purpose of taking care of 
those people who found themselves in a position of 
destiturion because of the failure of private m- 
dustry to give them employment? 

The Reconstruedon Finance Corporation put a 
foundation under the banking structure. The 
Emergency Banlang Act passed at the time of the 
bank holiday permitted the Reserve System to 
loan not only to national and member banks but 
to state nonmember banks against any sound asset. 
When that was announced by the President of the 
United States over the radio, the people of the 
country who had withdrawn their oeposits In the 
form of currency and who had attempted to trans- 
fer it out of the country stopped that practice, 
which was totally destructive to the entire credit 
and banking fabric. 

When the people were told that the Reserve 
System could issue Federal Reserve bank notes 
against mortgages, against collateral loans and 
against other good assets held by the banks, with- 
out regard to gold backing, without regard to 
eligible paper backing, without regard to Govern- 
' ment bond backing, they brought back into the 
banks during the next year $2,000,000,000 of cur- 
rency which they had taken out. 

The Reconstruction Finance Corporation has 
rehabilitated tiie capital structure of banks to the 


extent of appro.ximatcly $1,000,000,000 and it has 
loaned over $800,000,000 to the receivers of closed 
banks so as to prevent the forced liquidation of 
assets and to give to depositors imniediatcly avail- 
able funds, so as to relieve them and to enable 
them to put that money into circulation. 

The Home Owners’ Loan Corporation was 
established for the purpose of relieving home 
owners in distress and up to tiie present time has 
loaned approximately $3,000,000,000. The work of 
that institution is nearly completed. The distressed 
mortgage is a tiling of the past. Real estate values 
have been stabilized and are advancing. Rents have 
been on an increase for two years and doubhng up 
is lessening. New home construction is increasing 
and the Home Owners' Loan Corporation will be 
tlirough with the work it has done, with more than 
a billion dollars of unused authorization to its 
credit. 

It not only served as a debtor relief but also 
served equally as a creditor relief. The mortgages 
held by the savings banks, the insurance companies 
and the commercial banks, which they were un- 
able and unwilling to carry, were taken over and 
funded over a longer period at reduced rates by 
the Home Owners’ Corporation. 

The Federal Farm Mortgage Corporation was 
organized and $2,000,000,000 of bonds were pro- 
vided fully guaranteed by the Government, tneso 
funds to be loaned to Federal land banks in ex- 
change for the bonds of these banks, backed In 
turn by mortgages and to be issued as proceeds of 
mortgage loans by the Land Bank Commissioner. 

The Federal land banks are institutions going 
back about wenty years. In 1932 they were unable 
to sell their bonds on the market. These same 
bonds are now selling at a premium and a sub- 
stantial amount of them have been refunded mto 
issues bearing lower interest rates. When it was 
impossible to sell them, the Government agency 
set up for the purpose took those bonds and issued 
bonds guaranteed by the Government. 

That has stopped the collapse of the farm mort- 
gage market, until today 1 hear that there are more 
farms being sold than are being foreclosed upon. 

These three great creditor agencies have largely 
done their work. No one is more anxious than the 
Federal Government to have the private credit 
agencies take over the load. 

The Federal Housing Administration Act was 
passed for the purpose of attempting to induce the 

[ irivatc credit agencies of this country to make 
oans for construction purposes on insured mort- 
gages and for modernization. Not one dollar of 
Government funds goes into those loans. The 
Federal Government was attempting to create a 
mechanism by which to attract private funds into 
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the field of credit, and get the Government oat. 

The Rcconstmcnon Finance Corporation is col- 
lecting far more than it is lendmg It has loaned 
about Jjaioo, 000, 000 and has coUened mote than 
one-half of the total amount of the loans. 

In the field of relief, which we so often refer to 
as “vinistc,” we have the thousands of mfles of 
Bubhe roads, we haie the excellent work done m 
our CCC camps, we have repaired and rebuilt 
schools, water systems and sewer sj’stems. Truly 
not all self-Uquidating pro)ects It is possible for 
the Government to spend money for social pur- 
poses, and It should not always judge or gauge its 
otpenditure by whether or not it is a self-liquidat- 
Ingprojcct. 

The problem of private profit and self-bquida- 
tlon belongs to the field of private business and not 
to the Federal Government 

Noiv let us see if the results as enumerated are 
worth the cost of Intervenuon, which resulted m 
an unbalanced budget. I would like to remind you 
that we had an unbalanced budget as early as the 
fiscal year ending In 1931 and that the deficit for 
the fiscal year endmg June 30, 1933, exceeded $3,- 
000,000,000, that the Governments mterest-beanng 
debt Increased from $10,584,000,000 In February, 
1933, to $18431/100,000 m September of 1935, an 
Increase of $7,848/100,000. 

Deduct the assets, includmg cash on hand, the 
gold profit ui the Stabilixaaon Fund, the Gov- 
ernment’s prminetarv interest in orgituianons 
such as the RFC, and you have a net mertase m 
the Government debt of about $3/100,000,000 But 
let us tale tho larger figure for the purpose of 
comparison. Let us take tho amount of the gross 
deficit 

Should we be alarmed over that situation? 
Should some of the mcreases which 1 have referred 
to — such as the $10,000,000,000 mcrcase m the 
quoted value of listed stock without taking mto ac- 
count an uicrease of from $15,000,000,000 to $20,- 
000/100/100 in the niDonal Income in one year — 
gne us any cause for concern about even the 
amount of the gross deficit? Does it mean that we 
ate putting a great burden upon posterity? 

Ifj'ou will recaU, durmg the ten years from 1910 
to 1930, while the Government debt which had 
been $16,000,000/100 meurred almost cnnrely In a 
period of two short j’cars, was decreased by about 
$10,000,000,000, this country at the same time 
added $100,000,000,000 or more to its new wealth 
In the form of mereased productive faediries and 
uc purchased $10,000,000,000 of foreign security 
toes and reduced the Federal income ta.xes durmg 
that period four different times. If we could do 
itthen,«hj thmk that we cannot do it agam? . . . 
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Have we not )’ec learned that what we cannot 
afford IS not the burden of carrying the national 
debt, but IS an army of idle men and unutilized 
facilities? For the cost of what we lost in the last 
few years as a result of permitting deflation to 
run far on its course before checking the devasta- 
non — the loss m nanonal wealth and the nauonal 
mcome from idleness of millions of men and m- 
numerablc productive facibnes — would run into 
more than $150,000,000,000 The entire amount of 
our present nanonal debt is less than four months 
of the normal national income. 

1 do not want to give you men the impression 
that a budgetary defiat is desirable, I only want 
to pomt out to you that it is not the serious thmg 
it has been magnified to be. The serious thmg u 
the loss of $40,000,000,000 m our armual nanonal 
mcome, which the capitahsnc system, when left 
to Itself without adequate Government mterven- 
uon, brought about by the year 1931 

We shall not continue to have a budgetary def- 
icit when the condinons that cause the deficit, 
the reduenon m nanonal mcome, are corrected. 
As nanonal mcome mcreases Federal mcome m- 
creases, and as Federal income mcreases the need 
for Government spendmg decreases, because of 
an mcrcase m acnvity, employment, prices^ etc. 

And that is the trend today. From more 
than $4,000,000,000 m 1929 the Federal mcome 
dropped down at the bottom of the depression to 
$1,000,000,000, and IS now back at more than 
$ 4 / 100 , 000,000 

The deficit which reached a peak m the fiscal 
year endmg June, 1934, was approxunately $4,- 
000,000,000, and It IS estimated that m 1936 it will 
bo $3,180/100,000 

1 should like to sum up what I thmk all this 
means to bankers. 1 feel that you have every reason 
In the world to have confidence that the system of 
private mdustry and the system of private bank- 
mg has a future if you will but profit 03' the lessons 
of the past, if you will but do your part and step 
out into the field and extend not the type of credit 
that you may prefer to extend, 90 days’ or 6 
months’ credit, but the kind of credit that there is 
a demand for m your communmes. You don’t 
hesitate to buy m the market finance company 
paper and mtermediate credit bank paper at as 
low as one per cent. Why don’t you short-circuit 
the funds and lend duectly to those m the com- 
munity that are going outside and paying from 5 
to ti per cent for credit from the very' institutions 
which you arc financing at one per cent? 

Why don’t you, when you are the custodians 
of $io/x)o,ooo,ooo of the savmgs funds of the 
people, mvest those funds m the field where such 



1200 


THE THIRD AMERICAN REVOLUTION 


funds should be invested? They arc the same tj'pc 
of funds as the funds that die insurance companies, 
the mutual savmgs banks, and the savings and loan 
associations arc investing, and if you arc going to 
hold those funds and pay interest on diem, you 
must put those funds in the long-term mortgage 
market, in the long-term bond market, and you 
can do it with every security. 

You arc loaning on a basis of values that is not 
inflated, and if you want the Government and the 
Government agencies to get out, then it is up to 
you to get in. 

If you prefer to buy Government bonds and 
bonds guaranteed by the Government, to act as 
your cushion, then you cannot complain about the 
Federal Government being a competitor with you 
in the field. 

If the Government had chosen or desired to 
destroy private banking, it needed to do nothing 
at all. In 1932, private banking had completely 
destroyed itself. But the Federal Government be- 
lieved in private banking, and in private initiative, 
and in private busmess, and for that reason it saved 
the banking system for the bankers to do a better 
job in the future than many had done in the past. 

It seems to me, in summing up the review I 
have made, that an analysis of the nature, the cost 
and the timing of Government intervention, and 
of the recovery factors brings out conclusions 
which arc inescapable. First, in order to keep our 
productive processes going and expanding, we 
must maintain a reasonable balance between our 
productive facilities and consumer buying power. 
Failing this, money becomes idle because it cannot 
find profitable outlet for investment, unemploy- 
ment develops because buying power is insufficient 
to absorb the output of industry. 

This results in the commencement of a period 
of deflation. It causes a contraction of debt, a 
reduction in spending, and, if the cycle is allowed 
to continue, this inevitably results, because the 
cycle is self-accelerating, in general prostration 
and bankruptcy. 

It is as necessary to intervene to correct a situa- 
tion of this sort as it is to prevent a cycle of in- 
flation. 

There will be one thousand bankers saying that 
inflation should be avoided and that public au- 
thorities, public offiaals in the Reserve System 
and in Government should stop inflation, whereas 
there is possibly a handful who feel, or at least 
have felt, that deflation sliould not be allowed to 
go its normal and natural course, that the natural 
law should be interfered with. 

I cannot reconcile these two positions. I sec no 
greater evils in inflation than in deflation. In fact, 


I think of the two, deflation is far more destruc- 
tive to bankers. 

It IS necessarj" to intervene to correct a situation 
of this sort, just as neccssarj’ as it is to prevent a 
cycle of inflation. Only Government, which is all 
of us, IS capable of acting collectively to offset 
and neutralire the effect of the down-swing and 
by its spending and the use of its credit effect the 
necessary distribution that private capital, left to 
the individual, has failed to effect Action taken 
promptly by Government to stop the process of 
deflauon in its inception will tend to keep up the 
national income and correct maldistribution and 
inequitable distribution, and at an infinitesimal cost 
compared with the cost to society as a whole if 
deflation is allowed to run its natural and destruc- 
tive course. For Government to decrease its spend- 
ing at the outset of a deflationary period, when 
everyone else is doing likewise, only accelerates 
the forces of deflation and does not create confi- 
dence. In such a situation capital docs not flow into 
productive facilities because they arc already ex- 
cessive in relation to consumer buying power. . . . 

We have seen from the experience of the past 
three years that it is possible, through adequate 
Government mtervenuon, to turn the tide or de- 
flation to what has been termed “reflation." Is it 
not reasonable to conclude that had intervention 
come sooner and on a more adequate scale, it 
would have taken far less spending and lending 
by the Federal Government to arrest and reverse 
the process of deflation? 

The bankers above all have been the beneficiaries 
of the Government’s intervention. The Govern- 
ment alone could and did replenish the supply of 
deposits when individual borrowers were lacking 
and when banks had no other profitable outlet for 
their funds than the investment in Government 
securities. Banks bought Government securities, 
not because of compulsion, but because they had 
no other avenue of profitable investment. 

The Federal Reserve System has purchased no 
Government bonds, has given no support to the 
Government bond market for two years, and the 
present amount of outstanding credit by the Fed- 
eral Reserve System is less tlian it was in the spring 
of 1933. The excess reserves of the banks, which 
make money cheap, which induce them to pur- 
chase securities and make loans at present low m- 
tercst levels, are a result very largely of gold im- 
ports. 

Banla bought Government bonds, not because 
of compulsion, but because they had no other 
avenue for profitable investment. Government 
bonds, far from being a burden, have been a God- 
send. . . . 
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1 do not see how any thonghtfol man can chal- 
lenge the conclusion that m order to preserve onr 
apitaloac ij’Stcm, our msntuoons and traditions, 
VC must use such governmental means of eco- 
nomic and monetary management as we now 
possess m achievmg a greater stabihtv m the eco- 
nomic order and m creating conditions under 
which our man power and productive capacity 
may be utihred to a maiimum in the production 
and the distribuuon of wealth 
The Federal Reserve System, with its anthonty 
over margin requirements and — under the Bank- 
mg Act of 1935 — Its clanlied responsibility for 
reserve requirements, discount rates and open- 
marlcct operations, is m a better position than ever 
before to exert its mfluence toward the attamment 
of a greater degree of stability and the avoidance 
of mfiaaonary and deflaaonary extremes. 

These powers, if exercised harmomously, in 
conjunction with those possessed by the Federal 
Government through the Treasury — and to at- 

3 : to exercise the divided powers separately or 
ctmgly would be fatal— -can, I am confident, 
contribute much to the achievement of a stable, 
orderly economic progress, free from violent ex- 
tremes, and conducive to a maximum productivity 
and distribuuon. This involves neither a regi- 
mented nor a restricted economic order. It calls for 
Government intervention only to the extent that 
the exercise of governmental authority affecting 
monetary and budgetary factors may be a stabQiz- 
mg and corrective mfluence in an individualistic, 
capitalmc system when it, left entirely to itself, 
generates distortions, lack of balance and cyclic 
extremes. 

The Government must be the compensatory 
agency m this economy, it must unbalance its 
budget during deflation and create surpluses m 
periods of great business activity 
In the light of experience and m the mterest of 
the public m general and of private bankmg in 
patucular, it seems to me to be conclusively 
demonstrated that busmess and banking leadership 
should lend its full sympathy and support to the 
kmd and extent of Government mtervention that 
I Iwve ontlmcd. Only then, it seems to me, can 
pmute banking be assured of safe and profitable 
operadon m the future and be freed from the un- 
rertainues due to recurrent evils of booms and 
depressions. 


I How Axe We to Put Idle Men, Money and 

.MsailNES TO W^ORK? 

There is one thmg on n hich I am sure we can 
agi^, namely, that our economic condition, 
with the existing Urge volume of idle men, idle 


money, and idle plant equipment, is unsatisfactory 
and that a matenal improvement must be brought 
about to vmdicate and preserve our economic 
system. 

Secondly, 1 think that we wDl also all agree that 
we have abundant matenal resources and money, 
so that they are not a hmitmg factor on further 
recovery In fact, the supply of funds is not only 
more than adequate under present condinons for 
an expansion of output, but our monetary and 
credit system has sufficient elasticity so that we 
can always create the funds necessary to expand 
production withm the limits of our man power 

We may say then, I think, that our greatest do- 
mcsDc problem — the major task before the nation 
— IS to find productive employment for all of our 
people capaole of workmg who arc now unable 
to Md employment. The magmtude of the prob- 
lem IS measured by the number of these people. 
Allowing for a cerram unavoidable mimmum of 
unemployment due to seasonal and other special 
reasons, there are more than eight million men and 
women for whom work should be found 

That it IS not a scarcity of money that prevents 
a more sansfattoiv economic comfiaon from de- 
velopmg IS clear from the fact that our supply of 
money represented by demand deposits and cur- 
rency today IS larger by several billions of dollars 
and interest rates arc lower than ever before m 
our history In addmon, the excess reserves of 
member banks at the present mne exceed $4 bil- 
lions, a heretofore undreamed of surplus These 
reserves could become the basis for a further ex- 
pansion of our money supply to the extent of more 
than $15 billions. 

While some of the smaller business concerns 
may be havmg difficulty m obtainmg funds that 
they would hTie to use, this is not true m general 
either for the great majority of the smaller com- 
pames or for the larger coiporations of the coun- 
try whose balance sheets show that they are the 
owners of bdlions of dollan of bank deposits The 
great corporations of the country could, generally 
speaking, considerably expand employment and 
production without going to the capital markets 
to raise a dollar of new funds and without borrow- 
mg from the banks. Our problem is not to create 
more funds, but to find productive use for those 
already in existence 

The extent to which this is a problem is indi- 
cated by a comparison with the period of the 
twenties. From 1913 to 1929, outlays of the type 
that absorb capital funds averaged more than Jij 
billions a year Allowing for the increase m popu- 
lation as well as for technological advances that 
have taken place in the last decade, it would ap- 
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pear that comparable outlays today to insure 
reasonably full employment would have to be 
more than $i8 billions a )car, provided there is 
no material cliangc m tlie present division of the 
national income between consumption and new 
investment. Accordmg to our past experience, we 
must have a continuous annual flow of all of our 
savings accumulations into all kinds of capital out- 
lays. This has required a continuous growth of 
new investment in new undertakings both public 
and private. 

For the year 1938, according to our estimates, 
the total of private capital oudays was about $8 
billions. It reached a low pomt of $1% billions in 
1932, but by 1935 it had recovered to approxi- 
mately Sio billions, and by 1937 to about Sii bd- 
lions. In addition, in 1937 there was an increase in 
business inventories of some $4 billions. While 
the increased Inventory accumulation had the 
same effect on employment as a similar amount of 
capital outlays would have had, the effect was only 
temporary because, as we saw, new'demand in the 
next year was met out of inventories, production 
was retarded, and employment declined. 

The quesuon today is whether wc can restore 
the volume of private capital outlays to a point 
suflfcicnt to absorb unemployment as has been the 
case in the past, and if not, what altcrnauvcs con- 
front us. In other words, in order to mamtain a 
flow of funds into new capital outlays in sufficient 
volume to provide full employment, we must 
either have new private capital outlays of approxi- 
mately $18 billions, or we must have a combination 
of private and public outlays of this amount, or 
we must increase the proportion of our national 
income that goes mto consumption by an amount 
equal to the reduction in private and public in- 
vestment. Unless we follow one of these courses, 
wc face a decline in producuon and employment 
and hence in national mcome and our standard of 
living. . . . 

We can all agree, I think, upon the simple eco- 
nomic truth that to maintain and increase our 
standard of living and our national income, and 
hence to reduce unemployment, we must have a 
continuous, increasing flow of money throughout 
our economy from consumers to producers and 
back again from producers to consumers. This 
means that we cannot withdraw and hold idle 
large sums of our annual income because to do so 
obviously diminishes the flow Thus, the amounts 
that we put aside in our savmgs accounts, insurance 
policies, in retained profits, in depreciation, obso- 
lescence and depletion reserves, and in all other 
forms of storing up for the future, must be put back 
into the income stream, if not by the savers them- 


selves through investments, then by borrowers 
who will put the money to use. \Aflicn tliis process 
does not take place, deflation is inevitable and the 
Government os a coordinator, tiirough its fiscal, 
monetary and other policies, must take measures to 
restore and maintam the income stream. 

We hear it said continually that there is an ab- 
sence of risk or venture capital willing to go into 
new' enterprise. I do not think there is an absence 
of the capital, but there undoubtedly is an unwill- 
ingness to assume the risk. I think tliat this may be 
due in part, but only m relatively small part, to 
the fact that the entrepreneur who is in the upper 
income brackets feels that he is as well off buying 
taX-exempt bonds as he would be in venturing hu 
money in some new business. 1 am convinced, 
however, that if markets existed for additional 
products of existing enterprise, or if new markets 
were in sight calling for additions to existing 
enterprise, or if new inventions were at hand for 
which a demand would probably develop, there 
would be no lack of risk capital willing to under- 
take the necessary mvestment. . . . 

I have no basis for hopmg that the special incen- 
tives or the removal of the deterrents mdicated by 
business interests would be sufficient to put our 
economic maclimg in high gear. Historically, new 
mvestment has always led the w'ay in our eco- 
nomic progress. The forward thrusts of new capi- 
ta) adventuring have not been steady but sporadic, 
and in the interludes, periods of relative stagnation, 
men have become discouraged and concluded that 
the era of expansion was over. 

The turn of the century marked a change In the 
character of our economic development. The 
western frontier had largely disappeared, and there 
were no more free lands to be had for the askmg. 
America was beginning to come of age I am sure 
that a gradual readjustment to the new conditions 
would have been necessary and would have oc- 
curred beginning at that time had our normal 
development not been abruptly interrupted by tlic 
World War which resulted m an unlimited de- 
mand for certain kinds of goods and which left us 
with an aftermath of dislocauons. 

Incidentally, the war resulted m a suspension of 
private building which led to an enormous volume 
of housing activity in the tn'entics. This volume 
of building, together with the phenomenal expan- 
sion of the automobile mdustry, constituted the 
principal basis of our prosperity m that decade. 
Additional factors were a large volume of foreign 
loans, which in many cases subsequently defaulted, 
but in the meantime created foreign purchasing 
power for our products There was also a large 
expansion In the utility mdustry, and in many 
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collateral activities producing the material for 
building, for automobiles and for electric equip- 
ment There was also a large growth of consumer 
credit and a siphomng of funds mto luxury con- 
tumpnon through profits made m security specula- 
tion. Also, states and municipalities, which pro- 
vided an outlet for mvestment funds of nearly a 
bniion dollars a year m the twenties have been re- 
ducing their debts since 1931 and thus increasmg 
the supply of funds that need to be invested . 

We hear it said that there is a great backlog of 
deferred iniestment in Industry, but as a matter 
of fact, there has been a considerable volume of 
investment m recent years, and mdustry has been 
putting on the market many new products. The 
actual volume of private mvestment for plant and 
equipment reached a level in 1937 as high as m 
1933 and 1923, and within a billion dollars a year 
of the 1925-18 average In 1937, according to the 
estimates of our research division, plant and equip- 
ment expenditures on new durable producers' 
goods aggregated $7.4 billions. Of this, $5 bllhons 
was m manufacturing and mining — an amount 
greater than like expenditures In 1927 or 1928. 
iVherc there was the greatest difference— the larg- 
est decline of investment in 1937 at compared wtth 
the 1926-28 average — was, fir^ in commeraal 
buildings, and, second, m the utflity field and, to a 
lesser degree, in raSroadt. Expenditures on com- 
mercial buDdIngs averaged $1,188,000,000 for the 
years 1926 to 1928, both mclusive. The figure was 
only $3674)00,000 m 1937 We have only to recall 
the speculation m this field in the late twenties to 
answer the question of whether there is an out- 
let here today for funds comparable to the twen- 
ties. 

As we look about us today, the most promismg 
fields m which to put idle men, money and ma- 
tcnals to work are housing, railroads, and to a lesser 
degree, the utilities These are the fields m which 
the depression struck deepest and the unemploy- 
ment was greatest. I believe we could do much m 
all three fields. 

Some plan for rehahilitatmg the railroad in- 
dustry and for making It feasible and profitable 
for the railroads to purchase equipment which 
^y arc sure to need m the future should be 
developed. 

As to housing, a great deal has been done m the 
pan few years to get private capita] moving more 
ilr field, particularly through Fed- 

eral Housing Administration insured mortgages. 
Housing is the one factor that registered an up- 
'^'d turn on the business chart when all other 
'^iV !_'**’* dlvuig downward m 1938 1 thmk it 
svould be possible to lower interest rates from the 
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present level another one-half or possibly t per 
cent, and thus tap another strau of potential home 
owners. 

Residential building was at an unprecedentedly 
low level through the early and middle thirties. 
This was primarily a result of depression, but the 
lower rate of population growth also reduced the 
accumulatmg pressure on housmg accommodaaon 
as compared with carher periods I think we have 
by now built up a backlog of housmg demand 
which, if we can keep national income at a fairly 
high level, should give us an mcreasmg volume of 
building activity for several years to come As we 
look ahead, however, we can no longer count on 
the pressure of rapidly mcreasmg population to 
surmount all obstacles m the bnilding field, In- 
creasmgly the problem will become one of tappmg 
lower strata of demand through the provision of 
lower cost housing 

Aa for the utilities, 1 think they ought by now to 
feel fairly well assured that they have a future 
under private ownership and need not be deterred 
from needed expansion of their plant 

But when we add up all the amounts we could 
possible hope to expend under the most favorable 
conditions m these three fieldx of private housuig, 
railroads and electric power, we come out with a 
figure of between $5 and $6 bilhons, which u 
small m relation to Ae magmtude of funds that 
have to find outlets for mvestment under the 
present distnbunon of the national mcome if we 
are to achieve full employment. 

With the slower tempo of our naaonal growth, 
and bemg now a creditor and not a debtor nation 
in need of capital, we must devise means to enlarge 
the domestic market for our products. To do this 
we need a better balanced distribution of our na- 
tional mcome, which m turn involves the steady 
channebng of additional funds into the hands of 
those at the lower end of our income scale. . . 

Perhaps the most important smgle step that can 
be taken now to mcrease the purchasing power of 
consumers and thus to dimmish the need for in- 
vestment outlets IS to revamp our present old-age 
insurance program. Under this plan by the end of 
this year it is estimated that there will have been 
collected from payroll taxes $1.7 billions, this 
burden fallmg almost entirely on consumers, 
whereas, pracDcally nothing has been paid out m 
benefits. It is so constructed as to collect taxes from 
young men nnw with a view to taking care of them 
when thev' become old This sj'stcm needs to be 
so revised as to provide a reasonable pension to old 
people immedutcly, regardless of w hethcr or not 
they have contributed to the fund. Thu would 
not only meet a great social need and popular de- 
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niand, but would also be a sound economic meas- 
ure at this stage in our economic life. 

The present plan is operating as a giganuc sav- 
ing device at a time when there is a surfeit of 
saving, it is decreasing consumption when we have 
inadequate consumer buying power. It would be 
appropriate to a capital-poor country where a cur- 
tailment of consumption was necessary m order to 
divert more resources into the malung of plant and 
equipment. It has no possible economic justifica- 
tion, however, in our capital-rich, consumpuon- 
poor economy. 

Payroll taxes in England amount only to 60 
per cent of old-age pensions, the remainder being 
financed out of general revenues. Through the 
stimulation of consumption, England has been able 
to sustain a high level of activity with less cap- 
ital expenditures than formerly. 

In order to provide for the maximum possible 
elasticitj' in our economy so that there will be no 
obstructions to the income flow, we must find 
means of controlling monopolistic and other un- 
economic practices both by industry and by labor. 

The policies of many of our large mdusrries to 
meet a decline in demand by radical curtailment 
of output, while leavmg prices at high levels, re- 
sult in accentuating depressions. On the other 
hand, rapid price advances at the first indications 
of the return of a lively demand tend to bring an 
upswing m business to an end These policies tend 
to create maladjustment between industrial and 
agricultural prices, which in turn have a senously 
disturbing effect on the whole economy. Better 
planning of production and price policies by busi- 
ness concerns with reference to more than the 
short-ame garnering of profits would do much to 
reduce violent fluctuations in business. 

I want to take this occasion to explain more 
fully my position on labor My sympathies are all 
with the real interests of labor. I fully realize the 
importance both from the social and the economic 
point of view of having continuous employment 
of labor at as hi^h a real wage as the national in- 
come will permit. In fact, full employment and 
adequate consumer buying power (and surely that 
includes labor) is the central objective toward 
which our national economic policy should be 
directed. But the first requirement for a satisfac- 
tory’ labor policy is responsible and not conflict- 
ing leadership of labor itself. Furthermore, wage 
advances must in general correspond to and be 
paid out of increased productivity of labor. It b 
obvious from an economic point of view that there 
IS no other continuous source out of which m- 
creased labor costs can be met. Monopolistic ad- 
vantages and practices of cenain minority labor 


groups, such as the organized building trades, arc 
at times an important disrupting influence in our 
economy. In the spring of 1937, for example, an 
important factor m arresting the economic re- 
covery which was uniter way’ was the shortage of 
certain kinds of skilled labor and excessive labor 
and material costs m the construction industry. 

Premature advances in hourly’ or daily wage 
rates and excessive reductions in hours of labor 
of minority’ labor groups, having strategic trad- 
ing advantages derived largely from restrictive 
practices in regard to union membership and the 
training of apprentices, are not in the lasting in- 
terests of labor. They result in a decrease in em- 
ployment and a loss of annual income which b far 
more important than hourly’ wage rates. Further- 
more, they’ fall heavily m increased costs on the 
great mass of industrial labor that is not so favor- 
ably situated and on agricultural workers. Most 
important of all, however, b that these labor-cost 
maladjustments tend to arrest economic recovery 
wirh grave consequences to all the elements of the 
population. Rational, far-sighted labor policies and 
responsible labor leadership are necessary in the 
interests of labor itself and of continuous eco- 
nomic advance for the nation as a whole. 

I have given much thought and study to the 
analysis wluch I have presented to you. I come 
out with the firm conviction that, in order to keep 
up the flow of income and prevent the progress 
of our economy from being arrested, we must 
adopt — in addition to the various measures and 
proposals that I have outlmcd — a program, on the 
one hand, of increasing consumpaon relative to 
the national income through the development of 
old-age pensions, health and other social services 
and, on the other hand, of underaking increased 
public investment in useful enterprbes of a kind 
that private capital will not undertake, but which, 
nevertheless, can be in large part self-liquidating. 
Such public investment could take the form of toll 
roads, tunnels and 'bridges; rural rehabilitation 
and farm tenancy loans, especially in the south, 
to make our farmers independent and self-sup- 
porting, an extension of the rural electrification 
program, hospitals and sanitation facilities to re- 
duce the appalling economic waste of sickness and 
to make our people healthier and more efficient, 
and expansion of public housing for the lowest 
mcomc groups. Such a program need not involve 
budgetary deficits, it is entirely consistent witli a 
balanced budget. In fact, 1 can see no prospect for 
balancing the budget in the near future except by’ 
following this general course of action which 
would increase national income and consequently 
increase tax revenues. . . . 
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I recognize that you may not accept as condn- 
sree cither my statistics or my analjTus. It may be, 
of course, that an epoch-making discovery is )ust 
around the comer that i\ ill result m a greatly m- 
creased flow of miestment. It may even be that 

E e capital will suddenly and spontaneously 
to flow m greater \olume than it ever has 
e, 1 feel strongly, howei er, that even if that 
should happen, the only safe course for the nauon 
to pursue is, w hUe hoping for the best, to plan for 
the worst. There is nothmg to be lost by this 
cQune of action If it should devdop that our 
labor IS practically all employed, our mcome re- 
stored, and Government is competing with pn- 
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vate bnsmess for labor, then the Government could 
and should promptly curtail its msestment opera- 
tions. There will be nothmg lost MTiereas, if w e 
drift and hope for mirades to pull us out of the 
present condition, then it will become mcreasmgly 
difficult to handle the problem 
\ATiat IS at stake is nothmg less than our eco- 
normc and pohucal sj’stem We must not take 
chances on delajmg action too long AVc need a 
concrete and flexible program that can be put mto 
effect promptly Let us hope for the best, but for 
the sake of preservmg our hbert}’ and our freedom 
of economic enterprise, let us be prepared to grap- 
ple woth the worst. 


Deficit Spending 

BY JOHN H. ^VILLIAMS 


. In the early part of the first Roosevelt 
Admmistration, there was httle or no evidence 
that pubhc spendmg was to be a major policy of 
recoier)' It is true that some early steps to cut 
cipenditures were soon reiersed, but the mam 
emphasu for recovery m 1933 was on monetary 
policy and especially on raismg the pnee of gold, 
with the rep«tedly announced goal of raismg 
commodity prices to the ipafi level There was 
also the quite different approach through NRA, 
and much discussion of the contradictory char- 
acter of these nvo major attacks upon the prob- 
lem. The NRA policies had, m my opmion, an 
important bearing upon defiat spendmg By rais- 
mg costs they unpaired its effects. They wtre re- 
lated also m the sense that it was intended that the 
code aennnes under General Johnson should be 
accompamed by a public works program under 
Mr Ickes, which gate rise to subsequent com- 
ment that the chief mistake may have been in not 
reversmg their roles. But m this early public 
works program, which as it turned out amounted 
to sets little, there seems to have been little or 
no emphasis on deficit spendmg as the means to 
recovery, and federal defiats were defended 
mamli on humanirarian grounds a^ ncccssan^ to 
provide temporary relief for unemployment until 
recovery' could be achieved by' ocher means. 

Some dace rhe bcgmnmgs of a conscious policy 
fr^ Key-ncs^s visit to this country m June, 1934, 
w hen he said that if w e spent tw 0 hundred mdhons 
^1 would go back to the bottom of the 

otpTcssion, a net monthly deficit of three hundred 
millions would hold us even, and one of four hun- 
dred would bnng full recovery Keynes gave this 
formnla, the precision of w hich 1 have always ad- 


mired, to various meetings of economists and 
doubtless also to the Administration There was 
no mdicanon, however, then or for several years 
later that the government was deliberately pur- 
suing a defiac policv' as a mayor means to recovery, 
and the President’s budget messages contmued to 
promise an early balancing of the budget. 

The fact seems to be that as interest m other 
recovery measures W'aned, while the deficits con- 
tmued to be large, there was a grow mg disposition 
on the part of many persons, withm and without 
the Admmistranon, to regard the defiats them- 
selves as the major cause of the recovery’ The 
first evidence that the Admmistranon, as distm- 
guishcd from a large and mfluential group w ithm 
It, had adopted this view came during the new 
depression of 1937-38, when, after a protracted 
mcemal debate, a new spendmg program was 
hastily miprovised m the sprmg of 1938, and passed 
by Congress. A similar program put before Con- 
gress m the sprmg of 1939 was defeated Smee 
then we have had the appropnauotis for the de- 
fense program, which has raised other issues than 
that of spending as a recovery measure and has 
had the support of the whole community regard- 
less of atnmde toward the earlier defiats . . . 

. . Dunng the ewennes the emphasis was on 
central bank pohey The central bank, by' its con- 
trol of reserves, could control the quanntv of 
money’, which controlled the mtercst rate, w'hich 
controlled mvestment, w hich controlled the busi- 
ness cy’cle. There w as a shift of emphasis from the 
short-time rate to the long-time rate There was 
a growing interest m the “natural rate," which 
equates sav mg and mvestment There was a shift 
of emphasis from the rediscount rate to open- 
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market operations. There was the controversy 
over federal rcscrv'c policy with relation to the 
stock market boom, with much discussion as to 
whether, by failmg to raise rates soon enough and 
high enough, the Board had allowed the sccurit)' 
boom to nm to heights from which a general de- 
pression was bound to follow, or whether by at- 
tempting to pursue a restrictive policy toward se- 
curity speculation, which was not its legitimate 
concern, it had through high money rates and con- 
traction of the money supply brought on the very 
depression which it feared. 

When the depression came, as already stated, the 
emphasis contmued to be on central bank pobey 
and the interest rate, with much insistence that 
open-market operations were not lar^c enough, 
not begun soon enough, or not continued long 
enough. When these operations resulted in ex- 
cess reserves, and the latter were greatly increased 
after 1933 by gold inflow, there was at first con- 
siderable mrerest in how much ex-cess reserves It 
would take to break down the bankers’ liquidity 
complex', but os the excess reserves continued to 
pDe up and attain huge dimensions and interest 
rates sank to levels never previously reached, it 
was gencraUv recognized that, whatever may have 
been the defects of central bank policy, the main 
trouble lay in the inadequacy of the interest rate, 
by Itself to control investment and the cycle. . . . 

II 

Deficit spending is the logical sequel to central 
bank policy, and it was entirely logical that its 
first phase should be pump-priming, for the lat- 
ter docs not diflfer in purpose or in general analysis 
of the problem from central bank policy, but 
seeks to make more effective the methods of at- 
tack. The financing of deficits represents a further 
Step toward making an easy money policy effec- 
tive, for when combined with pressure through re- 
serves, it affords an avenue for expansion of bank 
assets and deposits accompamed by a decUning 
yield on government secunties. In addition to the 
new money thus created, government borrowing 
provides an outlet for old deposits which might 
otherwise remain idle rather than assume the risks 
of investment in depression. Theoretically, the 
fall of the rate on government securities should 
spread to other investments and loans, attracting 
both bank and nonbank mvestors, until after a 
transition phase of refundmg of old securities, the 
new issues market is affected and a streapi of new 
investment set in motion. To some extent, this 
process has been discernible but when we review 
our experience as a whole, it is disappointing Tlic 
combination of deficit finanemg and excess reserve 


has accentuated the cleavage between interest rates 
too low and too high, and though tliere was some 
increase in activit)' in the market for new capital 
prior to the downturn of 1937, the entire period 
smcc 1933 has been characterized by a much 
smaller volume of new security issues than in the 
twenties, or in earlier periods on a comparable 
basis 

The main contribution, however, which pump- 
priming sought to make toward overcoming the 
inadequacy of central bank policy, was in the 
deficit spending itself rather than the metliod of 
its financing. If lowermg the interest rate would 
not, by itself, sufficiently induce investment, this 
object could be achieved through the creation of 
new consumer income by means of deficits. In- 
vestment in producers goods would tlius be in- 
duced through mcreased community spending on 
consumers goods. There was a presumpuon, at 
least at first, that under this combined stimulus of 
income creation and low interest rates, the deficits 
would not need to be large or long continued. The 
budget would have a diamond-shaped pattern cor- 
responding to the business cycle, with deficits in 
depression and surpluses in boom periods both 
tapering from the turning points. 

The main emphasis was laid on the multiplied 
and cumulative effects of the spending. It was 
in connection with pump-primmg that the multi- 
plier concept first came mto our discussions. . . . 

Perhaps the simplest version of the multiplier 
and the one most useful for the pump-priming 
analysis is that which considers the effects of an 
initial or primary deficit spendmg as a sequence 
through rime, the secondary effects being the sum 
of the successive consumer incomes during the 
period, each multiplied by the percentage of in- 
come received which is spent, which m turn de- 
pends upon the percentage of leakage through 
saving. In the pump-priming theory, the combmed 
primary and secondary spendings, with which 
alone the multiplier is concerned, would lead to 
tertiary spending, which is the induced invest- 
ment; the investment would then have its own 
multiplied effect, and so on cumulatively, with 
deficits tapering, until the opposite phase of the 
cycle is reached and surpluses appear. 

I do not think it is profitable to take time to 
discuss pump-priming in detail. Our own experi- 
ence has not in general conformed to the expecta- 
tions of Its advocates as to the amount of induced 
investment or as to budget tapering, and certainly 
not to the expectation that there would presently 
be budget surpluses. I am inclmcd to side with 
those who hold that this kind of spendmg, in the 
form of relief to consumers, docs not reach down 
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fir enoagh into the productive process to pro- 
vide effective leverage, but soon dissipates its 
force b consumer transfers without much effect 
on bvcstment, save possibly on short-run bvest- 
ment. . . 

The vogue of pump-primmg was prior to 
1936-37 in 1936, Keynes, who had done most to 
stimulate the pump-pnmmg discussion with the 
pamphlet on The Means to Prosperity (1933) 
hn disciple Kahn’s article b the Ectmomtc Journal 
(1931) on the multipher, published his General 
Theory, which dealt not with the busmess cycle 
but with a secular tendency toward underemploy- 
ment In this country, the recovery gave way m 
1957 to a new depression at a tune when the budget 
for 1 bnef btetval came mto balance not through 
reduction of expenditures but owmg partly to the 
rtustaken policy of budding a social secant)’ re- 
serve, and even more to the fact that with nsmg 
nanonal bcome the federal revenue substantially 
bereased. The conviction grew that we were 
faced with somethbg more than cyclical recovery 
from a major depression. The emphasis shifted 
from pump-pmmng to the need for deficits as 
compensation for long-run structural changes m 
the economy, deficits which might be permanent 
or at any rate should be contmued so long as un- 
dercmpIo)’ment prevailed . , , 

III 

Sbee 1936, as I have said, the emphasis m fiscal 
theory has been not on stimulatbg private mvdst- 
ment, temporardy depressed, but on compensat- 
bg for the lack of it This is a fundamental change. 
It rests on the view that private capitalism is no 
longer Capable of providmg full employment 
Two explanations of this defect have been offered’ 
the ovetsas’mg theory and the underinvestment 
theoy It 13 Important to recognize that these are 
two dtstmet explanations, though they can be com- 
bined and to a large extent have been m recent 
discussions, 

Kei’nes's oiersavmg theory is derived from 
"ps)’cho!ogical laws" operating m the msutuoonal 
framework of modem pnvate capitalism Most 
important is the "propensity to consume,” accord- 
bg to w hich as mcomc rlsei a part of the mcrease 
n saved. Ke)’nes believes an mcreasmg fraction 
n saved, but this he sa)i n not part of the iaw 
To prcicnt reduction of income, output and em- 
ployment, Investment must increase equally with 
but mvestment is lunitcd by the “margmal 
emciencs’ of capital” (diminishmg productivit)’ ns 
I nterpre ted by "expectations"), and the cost of 
ttnettment cannot be reduced sufficiently by low- 
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enng the rate of interest because at some minimum 
rate we prefer bquid funds to the risk of mvest- 
ment. Net idle savmg forces income and employ- 
ment down to some level at wbch, through the 
decline of savmg, mvestment and savmg become 
eqnaL To get more mcome and employment we 
must have deficit spendmg to offset idle savmg 
or must tax away and spend the idle savmg This 
fiscal polic)’ should be accompanied by monetary 
action to reduce mtcrest rates and overcome, so 
for as possible, the effects of “liquidity prefer- 
ence." 

This theory could never account for a depres- 
sion without bnngmg m cumulative cychcal fac- 
tors, which are not a part of the analysis. It merely 
tells us that ax we progress to higher mcomc levels, 
progress becomes harder, accordmf to the "law” 
It is only as mcome rises that more is saved. What 
I have to say about employment, which is Keynes's 
chief entenon of progress, apphes also to the on- 
dennvestment theory and will be given later 

Keynes’s statement about the “propensity to 
consume” is a plausible hypothesis Its apphcation 
Is limited by the fact that n: cannot be apphed to 
producers’ savmg, or at any rate to corporate sav- 
mg which IS an nnportant part of the whole. It is 
further complicated by the fact that there is an 
opposite tendency m the busmess cycle, which 
Keynes had previously described as an excess of 
mvestment over saving m the boom and an excess 
of savmg over Investment m the depression. 
Though this is an inaccurate picture of the cycle, 
which I prefer to describe as a cycle of spendmg 
and not-spendmg, it illustrates the complication. 
Of course, both statements could be true, with the 
cyclical tendency ndmg on the surface of the mote 
fundamental one 

In discussions of fiscal pohey Keynes’s hypoth- 
esis about savmg has been too readily accepted 
as law or as fact No one, so far as I know, has yet 
given 03 estimates of savmg of a land that really 
bear upon this argument. As Keynes pomted 
out m his book, real savmg and mvestment must 
be equal. WTiat is needed for his thesis is a study 
of monetary savmg and mvestment. I appfeaate 
the difficulty, perhaps the Impossibdity, of mak- 
mg such a study but until we have it we contmue 
to deal w-ith a h)potheti3. . 

The underinvestment thesis has a better factual 
foundation than the oversavmg theory, and pre- 
sents a stronger case for long-run deficit spend- 
mg It IS based on the view that as the capitalistic 
economy progresses it reaches a stage at which the 
opportunmes for mvestment decline. This "ma- 
ture economy" thesis is too familiar to require 
elaboration It uses, m general, the lame analytical 
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apparatus as the oversaving theory', starting from 
the same truism that mvesunent plus consumption 
equal income. It has the same criterion of pros- 
perity: full employment. But the decline of oppor- 
tunities for investment is not in the otlier theory, 
and the tendency toward oversaving is not neces- 
sarily a part of this one, though, as I have said, in 
much or the recent discussion the two have been 
combined. 

The reasons why as an economy matures invest- 
ment opportunities decline have been presented 
with great force and much statistical support. 
Some of them carry considerable convicDon, par- 
ticularly as regards their beanng on employment. 
This is especiallj^ true of the technological changes 
from capital-usmg to capital-saving devices. I am 
less convinced by the reference to declming rate 
of growtli of population, not only because it re- 
lates to individuals rather than to families, but 
because it unduly subordinates, I believe, the pos- 
sibilities of changes in quality (standard of liv- 
ing). The argument about the passing of the fron- 
ucr seems to me not one of the strongest, largely 
because I am influenced by my earlier studies of 
international trade, which showed that trade was 
greatest not with the frontier countries but be- 
tween the industrially developed countries having 
higher living standards and greater purchasing 
power. But as regards employment there may be 
no easy substitute for free land. 

One of the most difficult and necessary tasks Is 
to compare our experience of the past decade with 
the earlier great depressions, siftmg out the ele- 
ments of similarity and difference. Economic 
progress in the nineteenth century was ver^ great 
but it came by jerks with recurring periods of 
unsettlement and stagnation. Each period had its 
special characteristics but economic maturity was 
not one of them. In how far is tins latest experi- 
ence ascribable to this new circumstance? Has this 
last e.xperience been essentially different from the 
others or merely on a larger scale? The most diffi- 
cult matter to square with the mature economy 
explanation is what happened in the rest of the 
world. This country stood virtually alone, except 
for France, in its failure to surpass substantially 
the level of output of the twenties. This difference 
cannot be accounted for by military expenditures 
except in a few cases, notably Germany and Japan. 
In England militar)' expenditures were not an im- 
ponant influence before 1938 and m many other 
countries such expenditures were not a major fac- 
tor in recover}'. Yet many of them, especially Eng- 
land, are more mature than this country. . . . 

I entirely agree that as an economy matures in- 
vestment tends to decline relative to total income, 


but what to conclude from this fact is less clear. As 
production has become more capitalistic, replace- 
ment has become the preponderant part of gross 
capital formation. The TNEC testimony showing 
that a number of our large corporations have re- 
lied increasingly upon depreciation allowances for 
capital improvement was corroborative of thk 
trend. Kuznets has shown that m this country in 
1919-35 replacement consututed 68 per cent (1919 
prices) and new investment 32 per cent of the 
yearly average volume of gross capital formation. 
Leaving out public agencies his figures were 81 
per cent replacement and 19 per cent net capital 
formation. Colin Clark has shown that the yearly 
additions to British home capital have been de- 
clinuig since 1875. His figures of net investment as 
a percentage of national income show a decline 
from 12.2 per cent in 1907 to 8.1 per cent in 1924, 
7.2 per cent in 1929, and 6 9 per cent in 1935. . . . 

Economic progress involves an increase of in- 
come not only in relation to investment but ako 
in relation to employment. In much of the mone- 
tary analysis of the past twenty years, income, out- 
put, and employment have been treated as coun- 
terparts which respond equally to changes in 
savmg and investment. This may have had some 
advantages for short-run analysis, thougli it has 
led to much mechanical thinking in which em- 
ployment has been regarded as an economic end 
in itself regardless of its character. It is the logical 
result of the savings-mvestment analysk that full 
employment should be the goal of fiscal pohey. 
Bdt the goal of economic progress is income, and 
the two do not have a fixed relation. 

The rke of income relative to employment 
through the advance of technology has been one 
of the great economic phenomena of our times. It 
raises questions which dms far monetary and fiscal 
theory have refused to face. But we are making 
some progress. We have begun to stop identifying 
underemployment with depression. Now that 
under tlie stimulus of the defense program and 
Britkh war buymg national income has risen sub- 
stantially above any previous level while some 
seven million workers are still unemployed, it k 
beginning to seem inappropriate to describe a 
state of less than full employment as “stagnation,” 
even in a technical monetary' sense But the lesson 
drawn k that we must spend more rather than 
less, for full employment remains the goal of fiscal 
policy. 

Last summer Keynes published in the New Re- 
public a most significant article in which he re- 
ferred to the failure of deficit spending to pro- 
duce “anything like full employment in the United 
States.” He ascribed thk failure to the “gigantic 
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powers of producuon" of a modem mdustriil 
Konomv To quote 

“Coupled with msntuuonal factors which tend 
to encourage accumulation and retard the growth 
of consumption when mcomes mcrease, this 
means that an unprecedented output has to be 
reached before a state of full employment can be 
approached The full mdustnal and agncultnral 
a^oty of the Umted States may well exceed 
1939 by as much as, or euen more than, igtg ex- 
ce^ed 1914. • 'Hie conclusion is that at all 
recent times mvestment (and pubhc) expenditure 
has been on a scale which was hopelessly inade- 
quate to the problem. It appears to be poht- 
ically impossible for a capitaliscic democracy to 
organize expenditure on the scale necessary to 
mate the gnmd experiment which would prove 
my case . . except m war conditions.” 

On similar reasonmg, a number of American 
economists have recendy said that our mistake m 
the thirties was in htvmg annua! deficits of some 
three bilhon dollars, they should have been ten 
to fifteen bilhons. My own view is that such a 
“grand experiment," besides bem^ politically im- 
possible in a democracy m peacetime and besides, 
inadentally, probably destroying democracy if it 
were mta, would not “prove the case," because 
the case as stated misconceives the nature of the 
problem We have been accustomed to think of 
technological change as a temporary phenomenon 
temporarily displacmg labor but wough falhng 
costs and wrdenmg market creating full employ- 
ment once the state of technology has settled 
down. But the great question raised by modem 
experience is whether technology does settle 
doHn. Technological advance was very great dur- 
ing the twenties, but Keynes says his pubbe 
ipendmg experiment faded because technological 
progress was much greater in the thirties How 
iromcal it would be if the ten-blUions-a-year ex- 
periment should fail durmg the fomes for the 
tame reason. 

I surcest that one important feature of an ad- 
vanced capitalistic economy is that human labor 
becomes progressively the less effiaent instru- 
ment of production compared with the alternative 
methods, which as I have already said, depend pro- 
prtsiiicly less upon new mvestment in the quan- 
ntatne tense and more upon new technique. The 
eronomic function of the producer is not to em- 
pkn labor but to produce goods. At every step he 
quesaon whether to use more men 
ot better machmes and processes. Even m the pres- 
tnt defense program the purpose will be to get 
£[™mnm output rather than full employment, 
x-ven m England today there is complaint of un- 
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employment Even if we should attam full employ- 
ment during a great burst of acavity when we arc 
taxing our economic capacity to the utmost and 
m our urgency cannot confine ourseHes to the 
most efficient methods, it would not be permanent, 
even if that level of output should cononne. 

In monetary and fisad theory nnemployment 
is taken as a sign of waste. If it is pomted out that 
we can and in fact have mcreased income to new 
high levels without removing unemployment, the 
answer invariably given is that with full employ- 
ment we would have still higher income. Keynes 
m the article I have ijuoted said “The wealth 
produemg capacity which is now gomg to waste 
m the United States is so far beyond our powers 
of measurement that it is useless to hazard a figure 
for it.” But if we look at the problem as one in 
economics rather than simple anthmetic this is not 
so clear There are always unutilized resources, 
material as well as human. Indeed, if this were the 
only question, why stop with the resources at 
hand? Why not count our unborn children among 
the unemployed? There is no other entenon of 
usabihty than the question does it pay in all the 
given circumstances TThe question of waste of re- 
sources through unemployment can only be pot 
to the test by increasing economically desirable 
output and if in such a test we find ourselves re- 
sortmg to other means of production than human 
labor, the problem, whatever else it may be, is not 
one of economic waste. 

1 am not suggesting that nnemployment is not 
our most serious human problem or that it is not 
the do^of government to jprowde for unempliw- 
ment. The implications of what I have said for 
fiscal policy I will consider liter 

A tnu-d important feature of a mature or ad- 
vanced economy has been the growth of durable 
consumers goods. Terborgh has presented some 
stnloDg figures for the Umted States from 1919 
to ip3p Of total expenditures (pnvate and pub- 
lic) on all durable goods, producers and consum- 
ers, of 380 billion dollars, consumers durable 
goods amounted to ip6 bilbons. The largest cate- 
gory — household goods — amounted to pi 3 bil- 
lions or 14 per cent of the total Residennal hous- 
ing amounted to billions or 13 S per cent. 
Manufacturing and mining expenditures for plant 
and equipment were 13 3 per cent, government 
expenditures for construction iz i per cent, pas- 
senger automobdes it B per cent, and electric 
power and railroad expenditures combmed 36 
per cent 

Among the modem institutional changes which 
monetary and fiscal theorists have cited as pre- 
venting full employment have been those “reUrd- 
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ing the growth of consumption,'’ to quote again 
from Keynes’s article. This is the other side of the 
oversavmgs thesis, but I have never seen the evi- 
dence to support It. I agree that a less unequal dis- 
tribution of income tvould probably increase con- 
sumpuon, and that this is a legiumate concern of 
fiscal policy. I agree also that heavy taxes on con- 
sumption are undesirable when national mcome is 
depressed, or when there is less than full utiliza- 
tion of econovuc capacity (which is not to be 
confused with employment), though we cannot 
assume that there are not limits to taxes on higher 
and middle incomes beyond which not only con- 
sumption but economically desirable saving and 
investment will be impaired. 

But to favor such poheies is not to concede 
that in fact institutional changes have retarded the 
growth of consumption relative to income. It is 
doubtful whether m the more advanced countries 
the inequality of mcomes has become greater dur- 
ing the last fifty years. Colm Clark in his latest 
book 1 presents evidence that consumption has 
been rising relative to income in Great Britain, 
Germany, and the United States. Certainly the 
growth of durable consumers goods, as Terborgh’s 
figures indicate, has been one of the great phe- 
nomena of our times. It is a chief reason why I 
believe we have made too much of investment 
both in cyclical and in secular analysis. It bears 
also on the question of “outlets for saving,” for 
whde these are consumers goods their financing 
bears the same kmd of relation to accumulated 
saving, and to credit from the banking system, as 
producers capital goods. Their beating upon the 
multipher I discussed in an carher section Since 
the first world war durable consumers goods have 
played a major role m economic fluctuations, nor 
is It possible to prove cither from the data or by 
general reasoning that this type of expenditure 
has been the “passive” factor. 

V, 

My purpose in this paper has not been to pre- 
sent a program for fiscal poUcy but to give some 
of my reflections about its theoretical foundations. 
I must, however, in concluding trj' to point out 
briefly some of the implicaaons of w'hat 1 have 
said for such a program. 

The case for permanent deficits as compensation 
for oversaving and underinvestment tendencies 
seems to me unproved and based in considerable 
measure upon misconcepdons of the nature and 
effects of die secular economic changes which arc 
observable. I believe, further, and I think it fol- 
lows from the logic, that if deficit spending were 
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permanendy carried on as compensation for tend- 
encies toward concracuon which would other- 
wise exist in the economy, and especially if ue 
should take as our goal full employment, it would 
either eventually break down or would entirely 
transform our democradc, private capitalistic sys- 
tem, for its cost would become a constandy in- 
creasing fraction of the national income. I cannot 
stop to consider the banking and monetaiy 
aspects of such a policy, which are recognized by 
all students to be difficult. In so far as it is desir- 
able to modify the flow of income it can be bet- 
ter done by taxation than by deficit spending. But 
the economic eS^ects of different kmds of taxes 
constitute an mtricate and difficult field which is 
even more in the pioneer stage today than deficit 
spending. We cannot proceed very fast or vety 
far on a general formula about savmg and con- 
sumption, and if w'e arc seriously concerned about 
tendencies toward decline of mvestment, w'c must 
have due regard for the effects of ta.x measures 
upon risky mvestment. As a preliminary' to a good 
tax structure, moreover, we must some day have 
a thorough overhauling of state and local in rela- 
tion to federal tax'ation. 

What I said earlier about the relation of income 
to employment pomts to the need for a permanent 
relief organization withm a balanced budget. It 
is closely related also to old age security. One way 
to meet the problem may be by shortem'ng the 
average work-span of the employed. Other ques- 
tions are the flexibility of wages and the mobility 
of labor and enterprise. Another approach is 
through education for employment to help solve 
the problem of labor shortages existing side by 
side with unemployment. But I must leave this 
whole problem to others who know’ more about 
it. I can see no easy solution. Certainly I do not 
see it through deficit spending. As stated earlier 
It w'ould clarify our thinking about fiscal policy 
to drop the criterion of full employment and thmk 
in terms of income. 

It docs not follow from what I have said about 

[ lermanent deficits that governments should do no 
ong-run borrowing for peaccame purposes. It has 
been desirable in the past, in this and many other 
countries, to do some of our investing collectively, 
and a moderate pubhc works program for pro- 
ductixe purposes, adjusted as much as possible to 
business cycle changes, is not inconsistent with 
the views I have expressed. There is a vast differ- 
ence, both conceptually and quantitatively, bc- 
tw'een a policy of public betterment, based on 
what a country needs and can afford, and that of 
spending to get long-run full employment. 

In the business cycle deficit spendmg can be of 
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real assistance. For this purpose a large budget has 
adtantages, for the automatic changes m It m re- 
sponse to economic changes can be large enough 
to have considerable effect, especially if we re- 
frain on the decline from imposing new taxes 
or raising tax rates. Rehef and unemployment in- 
surance expenditures would add further fle.xibility 
and would probably have some pump-prunmg el- 
fc« under conditions favorable to business con- 
fidence. One imporunt requirement, I believe, 
would be to taper the deficits It is m the tapenng 
that the business cycle use of defiat spendmg 
comes most m conflict with the long-run view, for 
It involves a presumption that apart from the 
cj’cle the economy can be self-sustaining Those 
who are convinced there are deepier seated con- 
traenve tendenaes will want to spend sooner and 


will resist tapenng on recoverj'. It has been my 
belief that if we could have begun to taper the 
deficits in 1935 when recovery was well under 
way, and could have avoided the labor difficulties 
of 1936-37, we might have avoided the new de- 
pression and earned the recovery' to higher levels 
before the outbreak of the war 
None of the comments I have made in this paper 
suggests that we should discard compensatory fis- 
cal pohey On the contrary, nothmg seems to me 
mote important than that we should contmue m 
the light of accumulating experience to study 
how to fit fiscal policy into a mote rounded eco- 
nomic program. In so doing we must consider 
how fistal policy can be used to preserve and Im- 
prove rather than to destroy our present eco- 
nomic system and our democratic institutions. 
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FOREIGN TRADE 


The FORF.rcN thaof, of the United States, which 
had increased from more than nvo billions at 
the turn of the century to more than eight 
billions in 1929, dropped sharply with the de- 
pression and did not revive to any marked de- 
gree thereafter. This decline in foreign trade 
helped prolong the depression, for upon the 10 
percent of the country’s total production 
which was e\portcd depended the welfare of 
such industries as tobacco, cotton, copper, 
fruit, and light machinery. Those last went to 
the less developed areas of the world, thus 
changing the pattern of American trade in- 
terests. Once, agricultural staples had paid for 
necessary imports of European manufactured 
goods, now exports of American manufactures 
were paying for industrial raw materials — 
nickel, tin, manganese, bauxite, woodpulp, 
crude rubber — from Asia and from the other 
countries of the Western Hemisphere. 

The contraction of foreign trade not only 
injured many important American industries 
but also deepened the world depression. Conse- 
quently, the Roosevelt Administration declared 
a revival of world trade to be one of its ob- 
jectives. A World Economic Conference as- 
sembled in 1933 only to break up because the 
United States refused to engage in a joint pro- 
gram of currency stabilization and to allow its 
agriculture to meet the chances of the world 
market. Yer, at the same time. Secretary of 
State Hull was trying to break down tariff bar- 
riers and bars to capital expansion, first by the 
elimination of hostile influences within the 
administration and then by the reciprocal trade 
program which is discussed in Raymond L. 


Buell’s (i89(S-i 94()) pamphlet. The Hull Trade 
Progravi and the American System (New 
York, 1938). 

The Hull program, Buell declares, is an at- 
tempt to strike at the dangers to both peace 
and prosperity by a gradual reduction of 
trade barriers tiiat have reached new heights 
since Versailles, partly as a result of United 
States policy. The Trade Agreements Act of 
1934 is an effort to redeem that error by re- 
moving the drafting of tariffs from the arena 
of legislative log-rolling. On the other hand, 
it recognizes reality and docs not seek to revive 
the “free trade” of the mid-nineteenth century. 
Instead, the law of 1934, which Congress con- 
tinued to renew for three-year periods, author- 
izes the President to negotiate agreements with 
foreign countries by which tariff rates may be 
reduced by as much as 50 percent, in return 
for whatever concessions could be obtained. 
The consent of Congress was not necessary for 
the conclusion of such agreements, thus clear- 
ing away a rock upon which previous reci- 
procity programs had foundered. About 17 
reciprocal trade agreements were concluded 
berween 1934 and 1938, many of them with 
agricultural countries producing noncompeti- 
tive goods; although arrangements were com- 
pleted with both France and Czechoslovakia 
and negotiations were begun with Great 
Britain as well. The outbreak of World War 
II of course put an end to further negotiations 
with the great industrial nations of the world. 

The Buell pamphlet appeared in the Foreign 
Policy Association World Affairs Pamphlet 
Series (New York, 1938). 
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The Hull Trade Prograni and the American System 

BY RAYMOND L. BUELL 


V. Tic Trade Acree-me-vts Program 

Iv THE UCHT OF the anti-deflation course adopted 
when the Roosevelt Administration went mto 
officx, unflateral redaction of the tariff by Con- 
gress was out of the picture In view of the huge 
surpluses of commodities accumulated m other 
parts of the world, and the existence of foreign 
export controls uluch intensified the danger of 
dumping. It si as feared that a unilateral lowering 
of the tariff would ordy mcrease the disruption 
of the Amcncan economic system snthout any 
assurance of immediate world recovery Largely 
as a result of Secretary Hull’s mfluence, however. 
Congress enaned m June 1934 the Reciprocal 
Tariff Act. This Act authorized the President to 
negotiate, 01 er a three-year penod, trade agree- 
ments with foreign countries altering our tariffs 
by not mote than 50%, provided he did not put 
on or take off from the free list any item, and pro- 
iided also that the benefits of such reductions be 
extended to all countries not discnminaong 
agamst the United States The Act was renewed 
by Congress m 1937 for three more years. . 

Importance of the Export Market The imme- 
diate purpose of the Hull trade policy is to restore 
the export market for American mdustty and 
agriculture. America possesses great tutarf ad- 
vantages m mass-production mdustry and m agri- 
culture, and before the depression these advan- 
ces were exploited on the international market. 
The loss of this market created our most serious 
maladjustments at home, although less than 10% 
of our national production normally enters for- 
eign trade. If this 10% could be segregated, it 
might be sacrificed without disastrous conse- 
quences to the country as a whole. But it enters 
mto the fabric of nearly every enterprise and 
eietj' section of the country' The destruction of 
imports would present the manufacture of our 
automobiles, radios, or telephones, while the loss 
of the export market would m many cases com ert 
profits mto losses. WTien emorts slump, the gen- 
'‘tot'tmiy dcchnes. A farmer m the Middle 
Mest or the South cannot buy the output of 
American factories if his income has vanished On 
the other hand, the cotton farmer m the South, 
havmg lost his export market, mentably turns to 
corn and dairy mg, at the expense of the farmer 
of the Middle M^Wt. 

Thus the loss of the export market cannot be 


isolated or localized, it poisons the entire system 
Present maladjustments carmot be removed by 
drastic deflation, because the cost is too great and 
the system too inflexible They can only be re- 
moved bv increased government intervention m 
private enterprise, or by a general revival of the 
world market. The Hull trade program does not 
assume that the Amencan economy! can or should 
return to the 1929 pattern It realizes that adjust- 
ments of both an economic and social nature must 
contmually be made, but it believes that by re- 
moving the rigidities m our present system due 
to excessive protccnonism, the shock of the 
changes may be cushioned and the prmciple of 
competitive enterprise mamtamed 

Nor IS It a forlorn hope to c.\pect to maintain 
foreign markets in an age when machmery can 
be established m countries where labor costs are 
cheaper than in the Umted States. Even if foreign 
countries eventually install Amcncan machinery, 
they will suffer from three handicaps first, their 
workers will probably not be as adept m operatmg 
the machinery as are skilled Amcncan mechanics 
— large Amencan concerns with branch factones 
abroad testify to the relative inefficiency of the 
foreign worker Second, foreign countnes cannot 
offer nearly as large a market as the United States, 
and consequently 5 ie transplanted mdustry will not 
be able to achieve the low nmt costs essential for 
success. Fmally', the research resources of Amer- 
ican mdustnes, if exploited with mitiative and 
vigor, will constantly open up new processes 
which can be profitably exploited m this country 
long before they can be copied abroad For these 
reasons, together with the fact that — despite the 
roe of machinery’— countries still retain differ- 
ences m resources and aptitudes, the mcrease m 
machme-produenon is not likely to cause any de- 
cline m mtemational trade, other things being 
equak The nature of such trade may change, but 
It will probably take the form of the exchange of 
highly specialized manufactures havmg greater 
vJue rather than trade m bulky’ raw matenals. 

In order to sell goods abroad, it is necessary for 
Amenca to buy This means that if we are to ask 
foreign countnes to reduce theu- trade barners to 
the advantage of our goods, and if we e-xpect them 
to pay their debts, we must low’er our tariffs. The 
advantages of adoptmg a moderate tariff policy 
in contrast to e,xcessive protectionism are evident 
not only from the point of view of the expon m- 
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tercsts, but from the standard of the nation’s gen- 
eral economy. . . . 

The Tariff arid Ariiencan Labor. Admittedly 
there arc marked wage differences m various parts 
of the world and it is possible that in certain cases 
a lower wage gives a foreigner a competitive ad- 
vantage over an American producer. But this 
argument is weakened by the fact that usually it 
IS advanced most vociferously by employers who 
show solicitude for labor only when a tariff issue 
arises 

If the truth is to be arrived at, it is important 
to ascertain not die difference m wa^c rates be- 
tween different countries, but the difference in 
wage costs The United States could not be the 
world’s largest exporter, competing with cheap 
labor all over the world, if differences in wage 
rates were decisive. The reason we can, compete, 
and die reason wages in America arc high, is not 
due to the protccuvc tariff but to our superior 
efficiency. An American coal-mincr produces five 
tons of coal a day, m comparison with one ton 
produced by a French miner. An American textile 
worker produces ^00 yards of woolen cloth a 
week, m comparison with an in England. It is also 
significant that m 36 typical export industries 
wages arc higher than m 36 typical protected in- 
dustries. The reason is superior efficiency. 

A policy of excessive protectionism means that 
foreigners cannot buy more of our exports and 
that America cannot fully develop the branches 
of industry and agriculture m which it has an ad- 
vantage. It means that our capital and labor are 
diverted, m certain cases, into comparatively un- 
productive enterprise. There may be cases where 
foreign workers are so poorly paid that, despite 
the superior efficiency of American industry, for- 
eign goods can take the market away from Amer- 
ican concerns. But such cases should be ascertained 
by investigation. When it is dstablishcd that for 
tins reason an American industry cannot exist, 
the further question should be asked whether the 
industry and the number of workers employed 
arc important enough to justify a tax' burden on 
the whole country. For it must be remembered 
that by its nature a tariff can only help a minority 
at the expense of the ma)ority. . , . 

The Tariff and Vested Interests, This leads us 
to the fact that the withdrawal of tariff protec- 
tion may mjure capital and labor employed in 
protected industry. These vested interests cannot 
accept the argument that the country would be 
better off as a result of tlieir sacrifice, whatever 
the general benefit, few individuals bke to com- 
mit suicide. In theory, those thrown out of work 
by tariff reductions would be re-absorbed in more 


productive enterprise; but, in fact, they may re- 
main unemployed for years. Admitting that ex- 
port trade will mcreasc as a result of tariff reduc- 
tion, a factor)' from which protection is with- 
drawn may find great difficulty in making the 
changes necessary for the manufacture of a differ- 
ent tx'pe of goods; and a Lowell textile worker, 
displaced by tariff reductions, will not find it easy 
to go to Detroit, nor will he necessarily have the 
skill to become an automobile worker. 

Admitting the injury caused by such changes, 
it must be recogmzed that such readjustments of 
capital and labor arc an inherent part of the cap- 
italist system, wholly apart from the tariff. In- 
deed, the extent to which tariff reduction may 
intensify these readjustments can easily be exag- 
gerated. The Czechoslovak agreement, described 
below, makes possible a small increase m shoe ex- 
ports to the United States, but die amount is not 
large enough to close down any American shoe 
factory. On the other hand this agreement will 
increase die export of American automobiles, lard 
and apples to Czechoslovakia and put a consider- 
able number of men back to work on our farms 
and m our factories. With them increased purchas- 
mg power these men will buy more American 
goods than if diey were unemployed. Thus tariff 
reduedon, if properly controlled, helps to build 
up the home market and bring about a more 
healthy economy. 

Moreover, one reason why Americans have 
been turning to substitutes for woolen textiles 
is because of the high duty on wool and woolen 
textiles. Reduced prices, brought about by a re- 
duction in these duties, should increase the con- 
sumption of woolens The extent to which a 
reduction in the duty on raw wool would injure 
the American wool-grower is problematical. The 
small shcep-raiser certainly would not be injured 
because he now loses more than he gains from the 
tariff. In other cases, duty reductions would 
merely force industries to improve their techno- 
logical and financial organization, which tends to 
become inefficient in the absence of foreign com- 
petition Instead of puttmg whole industries into 
bankruptcy, tariff reduction would merely mjurc 
the inefficient marginal producer. . . , 

The use of the tariff is one of the most effective 
means of restoring a competitive economy. And 
the shocks caused by the tariff instrument can be 
lessened in at least one of two ways. The first is 
to pay compensation to the capital and labor dis- 
located by tariff until they find employment else- 
where. While to a certain extent this is already 
being done for workers through social insurance 
and the PWA, any system of outright subsidy in- 
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rolvts grive idministiame and poliocal difficul- 
ao. The second is to reduce duties verj’ slowly 
ttiih respect to highly protected mdurxies, 

Rcducvom Achieved. The latter method is be- 
spplted by the Hull trade program Here 
anff reductions have been cautiously made only 
liter careful study Out of about 3,100 tariff com- 
modities, dunes have been reduced on only 41 1 by 
the Hull trade program during three and one-half 
veirs. About hif of these rates are low er now than 
those which prevailed under the 1911 tariff, but 
onlj 68 are lower than the duties prescribed by 
the 1913 tariff On on average, it would seem that 
the rates established by the trade agreements con- 
tmue protection os great as that offered under the 
1911 Act. Moreover, 171 of the commodities on 
which rates have been reduced arc non-compeQ- 
nve, since we imported less than $100,000 worth 
of each m 1936 

In short, wMe die Hull trade program has made 
progress, it has reduced dunes odv moderately 
and has concentrated on non-compennve imports, 
leaving three-fourths of the Smoot-Hawley tariff 
untouched so far Meanwhile, highly protected 
industries have been warned not to increase mvest- 
ments. It is possible to regard the Hull program 
IS a contmumg process under which, once one set 
of trade agreements o concluded, the economy 
mat be rt-eiamined with a view to determming 
what further steps should be talten slowly to cur- 
tafl heavily protected, ineffiaent enterprises m fa- 
vot of the revival of esports. . . . 

VI AdUEVEMiuaj 

Between 1934 and March 1938 Secretary Hull 
made trade agreements with 17 different coun- 
tries, each of w hich runs for three years The pro- 
gram started out consert am ely by making agree- 
ments with tropical or semi-tropical countries, 
imports from which were already to a large extent 
on a free basis. Thus agreements were made with 
Brazil, Haiti, Colombia, Honduras, Nicaragua, 
Guatemala and El Salvador 

In most of these agreements the United States 
agreed to mamtain existmg dunes or keep on the 
free list many imports. For example, in the agree- 
of February 1935 "uth Brazil— our second- 
best South American customer — the Umted States 
agreed to keep 915J of the imports from this coun- 
^ on the free list and to reduce duties on 2 55,, 
Thus w c lowered the dut^- by one-half on man- 
CmeK ore, Brazil nuts and canor beans. In return, 
omzil agreed to reduce dunes on 18 tariff items 
Mccunemports coming largely from the United 
b-at^ These unpotts mdude automobiles, vari- 
ous lands of tnichmery, fresh fruit and cereaL 


Oar agreements WTth Cuba and Canada stand 
m a specaal class Smce 1902 the Umted States had 
given Cuba a ao% reduenon m our ordmary du- 
nes, and, foUowmg the repeal of the Platt 
Amendment, we made a new recipromn- agree- 
ment m 1934 contmumg the same pnnaple of ex- 
clusive preference to Cuba. This agreement low- 
ered the sugar duty, subject to the quota system 
under whi^ the amount of Cuban sugar cnteruig 
the United States is less than two million tons. It 
also lowered dunes on tobacco, rum and vegetables 
during the winter season. Cuba, in return, made 
sweepmg reduenons m the duty on American 
lard, wheat floor, potatoes, machmery, automo- 
biles and textiles. 

The most important of all agreements made to 
for IS that with Canada, par second largest cus- 
tomer In the agreement of November 1935 the 
Umted States undertook not to impose dunes on 
wood pulp and related ptodnets, certam types 
of lumber, lobsters, certain fruits, mckel and other 
commodines, which cover about 45% of the total 
purchases made from Canada m 1929 Moreover, 
this country reduced dunes on 50 tariff items, in- 
cluding certain types of lumber, cheddar cheese, 
apples, hay, maple sugar, Uve poultry, horses, hali- 
but, wbiskey, leather and mmeral products. In ad- 
dinon, tariffs were reduced on limited quotas of 
unports, such as large catde, calves, dairy cows, 
cream and seed potatoes. Imports beyond the 
specified limits m these categories pay full duty 
Altogether, the Umted States lowered dunes on 
about 60% of the dutiable imports of which Can- 
ada was the pnncipal source of supply in 1929. In 
return, Canada made direct tariff reduenons on 
almost one-third of the dunable imports from the 
Umted Sutes, which included machmeiy and 
fresh and canned vegetables, and it e.xtended most- 
favored-nanon treatment to the Umted States for 
aB its imports, as a result of which dunes were 
lowered on 767 Canadian tariff items. 

The real test of the Hull trade program is its 
ablhtj’ to conclude arrangements with the mdus- 
tnahzed countries of Europe which snll consume 
by far .ne larger part of the American exports, 
A signal achievement m this respect was the con- 
clusion of the agreement with France m May 
1936 This agreement settled a ccntuiy'-old quarrel 
over commercial policy, in addition to promotmg 
trade between the two countnes. Thus France 
agreed to increase certam quotas of goods im- 
ported from the United States, as well as to re- 
duce dunes and give other advantages to us under 
4,330 Items in its tariff In particular, France agreed 
to mcrease the quotas imported of American nm- 
ber, metal machinery, radio apparatus, tj’pewriters. 
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automobUcs, fresh apples and pears. The United 
States, in return, lowered duties on 71 items, such 
as lace, Roquefort cheese, champagne and other 
distinctly French products. 

The nrst agreement to arouse the opposition of 
a major American industry was that signed on 
March 7, 1938 with Czechoslovakia — the home of 
the famous Bata shoe. Although the American in- 
dustry' produced more shoes in 1936-1937 than 
before the depression, many of its representatives 
fiercely protested any tariff reduction to the bene- 
fit of Czechs. The State Department met this situ- 
ation by lowcrmg the duty on certain types of 
shoes, but by providing that when imports ex- 
ceeded I 25% of domestic production the United 
States might raise the tariff. Dunng 1937 the 
United States imported leather shoes amounting to 
only 4,295,000 pairs — a figure constituting about 
1% of the domestic production. Under the new 
arrangement, Czechoslovakia may increase its ex- 
ports by about 600,000 pairs. But it is unlikely 
that this increase will take place m the cheap, 
cemented shoe, because the duty on this particular 
type has not been reduced. Thus Czechoslovakia 
is given increased purchasing power to buy our 
goods; but the American shoe industry is virtually 
guaranteed about 99% of the domestic market. 

In return, Czechoslovakia agrees to modify its 
import-permit and exchange control regime to 
the advantage of American exporters. It also 
grants tariff benefits to 76 7% of its miports from 
the United States, which should mcrease our sales 
of apples, lard, prunes, automobiles and other 
products. On the other hand, we grant tariff bene- 
fits on 63 Items of imports into this country. While 
the United States receives most-favored-nauon 
treatment from Czechoslovakia, we have agreed 
that this right shall not apply to efforts at closer 
economic cooperation among Danubian coun- 
tries. 

The Czech agreement represents the first dent 
on die complicated trade controls in Central Eu- 
rope. Nevertheless, although the United States has 
made agreements with European countries, such 
as Belgium, the Netherlands, Sweden and Switz- 
erland, It has not yet concluded any agreement 
with the large industrialized powers, such as 
Britain, Germany, Italy or Japan — ^xvhich together 
took about 32% of American exports m 1929 

In 1937 the foreign trade of the United States 
showed increases totaling $6,307 million, in com- 
parison with $9,640 million in 1929, and today the 
United States is the world’s largest exporter. Trade 
agreements now apply to nearly 40% of our for- 
eign trade. What is most significant is that our 


c.xports to trade-agreement countries increased 
41% during 1937, while exports to countries with 
which we do not yet have agreements increased 
only 34%. Nevertheless, important as xvere our 
world trade gains durmg 1937, cannot neces- 
sarily be regarded as permanent. For parr of these 
gams are due to xvorld rearmament as well as to 
the crop failure in many foreign countries, and 
the gains are in devalued dollars. The task, there- 
fore, of leveling major trade barriers still re- 
mains. . . . 

VII. How A Trade Agrleme.nt Is Made 

Apart from the general opposition to an^ tariff 
reduction, there have been two mam criticisms 
directed against the Hull trade program. The first 
IS that the trade agreements are made by unconsti- 
tutional and arbitrary “star chamber” procedure. 

In the Trade Agreements Act, Congress dele- 
gated the power to make agreements to the Presi- 
dent, and an agreement enters into effeet without 
being approved by the Senate or Congress. In 
this respect Congress has delegated legislative 
power to the President, as it did m the Acts of 
1922 and 1930, when it authorized him to reduce 
tariffs m order to equalize costs of production. 
The latter grant of power was upheld by the Su- 
preme Court and, particularly in view of a recent 
decision of the Court upholding the most wide- 
spread discretion on the part of the President rcla- 
uve to foreign policy, there is little doubt but that 
the Supreme Court would uphold the validity of 
the Trade Agreements Act. It was the nccessi^ of 
placing such agreements before Congress which 
prevented the success of the negotiations under 
the Act of 1897, and Senatorial “courtesy” and 
log-rolling arc still so strong that the Hull program 
would probably be defeated even if agreements 
were merely laid on tlic table of cither house for 
a given period before entermg into effect. Con- 
gress has delegated the fixing of railroad rates to 
a commission; the same reasoning jusDfics the 
delegation of the tariff power. 

In lowering duties under the 1934 Act, the Presi- 
dent docs not act arbittarily. The responsibility 
for negotiating trade agreements rests with the 
State Department, assisted by a senes of inter- 
departmental committees, containing representa- 
tives not only of the State Department but also of 
the Tariff Commission, the Deparmient of Com- 
merce, the Department of Agriculture and the 
Treasury Department. The most important is the 
Trade Agreements Committee, consisting of about 
60 sub-committees, some dealing with countries, 
some with commodities, and some with special 
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problems. A coootry comnottee mvesugates with 
mat care the exports and imports of the Umted 
States mth the country concerned, for the pur- 
pose of preparing recommendanons as to how 
trade might be unproved Usually several months 
of study are spent on the question, foUowmg 
which the recommendations of the country com- 
mittee, assisted by the commoditj’’ committee, are 
renewed by the Trade Agreements Comimttee 
They are then sent to the Secretary of State and 
the President for approval Once we decide what 
concessions w e can make and what we wish m re- 
tura, negonanons with the foreign government 
begm. . . 

VllI Do We Give Moee Than We Receive? 

A second cnncism of the Hull trade program 
relates to most-favored-nanon treatment. Accord- 
ing to the Trade Agreements Act, any reduction 
in dunes m an agreement shall be extended au- 
tomatically to all other foreign countries which 
do not dtscnminate against the United States. If 
the Umted States lowers the duty on steel m a 
treaty with Belgium, the reducaon is automatically 
extended to the same kmd of steel from all other 
countries. Cndcs insist that under this system, the 
Umted States gives concessions to 50 nations, 
while receiving concessions from one nation only 
m return Consequently, they argue that the trade 
agreements program will swamp Amenca with 
impotn and that it is “selhng the country down the 
river " 

Charles Evans Hughes, who proclaimed the 
most-favored-nanon pohey m 1913 when Secre- 
tary of State, and Secretary Cordell Hull, who 
faion the policy today, do not accept such rea- 
sonmg Both believe that the Umted States has fat 
mote to gain than to lose from the non-discnm- 
uiatory pnnciplc For m refrainmg from crectmg 
discrmunating tariffs, the Umted States is m a 
position to demand that most-favored-nanon treat- 
ment be extended to all American esmorts For 
example, following the signature of a most- 
favored-nation agreement with the Umted States, 
Belpum made an agreement mth France lowering 
the dutj* on French automobdes As a result of 
our prcsious most-favored-nation agreement, Bel- 
gium automatically extended the reduenon to 
automobiles commg from the Umted States. Had 
the United States followed the pnncple of cx- 
clusM bargammg, it would not have received the 
benefit of tho treat)' To protect the position of 
Amenan automobile exports in Belgium, it would 
have had to cany on ncgotiauons anew Thus, 
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most-favored-nanon treatment protects Amencan 
e.xport trade. 

A further danger in abandoning most-favored- 
nation treatment is that the opposite principle of 
bilateral bargammg often leads to efforts to bal- 
ance exports and imports between two countries 
And trade cannot be balanced m this way without 
reduemg the total volume of world trade. For 
example, the United States sells much more to 
Bntam than it bu)'S, but we buy much more from 
Brazil than we sell Brazil, on the other hand, bays 
more from Britain than it sells Under the system 
of "tnangukr trade,” Brtfain pays debts to us by 
the excliMge received from Brazil, and we use 
this exchange to pay what we owe Brazd In 1928, 
37% of the total foreign trade of the Umted States 
was done on a tnanguJar basis. Now this triangular 
trade might be destroyed if we abandoned the 
most-favored-nanon principle m favor of bilateral 
exclusive bargammg 

The reduction of tariffs, reviving an orderly and 
mutually advantageous mtemadonal trade means 
a healthy economy, and a rising national mcome 
That mcreasmg imports are a necessary and a de- 
sirable part of a rising nanonal mcome is shown 
by the fact that m 1929 the United States imported 
more goods than at any nme smee 1920 We must 
choose between bottlmg ourselves up m a system 
of nationalistic monopolies m which pressure 
groups scramble for more and more of less and 
less, and removmg those maladjustments m our na- 
tional life which are due to excessive protecdon- 
ism 

The Hull trade program represents an effort to 
restore a degree of freedom to the world economy 
and to loosen the fetters chauimg private inidative 
and the mvestment of capital This program is not 
mconsistcnt with well-considered social reforms, 
or with government acdvity to lessen the fluctua- 
tions of the busmess cycle, or to control Other 
aspects of economic life. The program is none the 
less based on the behef that wealth must be pro- 
duced before it can be distributed, and that com- 
pedove private enterprise is the best means of 
produemg wealth while mamtammg prmciples of 
democracy It beheves that the trend toward a new 
world war and depression can be checked only if 
nadons accept the principle of economic inter- 
dependence The program does not prevent the 
cooperadon of the Umted States with dictatorial 
economies. But, as far as the United States is con- 
cerned, the program is a symbol around which 
those who believe m free enterprise, democracy 
and peace can and should rally 
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CONTINENTALISM VERSUS 
INTERNATIONALISM 


All through the second half of the nineteen 
thirties the Administration’s concern with do- 
mestic problems tended to be diverted, it was 
impossible to disregard foreign affairs. The 
peacekeeping devices of the previous decade 
were disintegrating like so many cobwebs as 
tension was put on them. The principal nations 
of the world had all renounced war as an in- 
strument of national policy and, except for the 
United States and Great Britain, in some de- 
gree all of them were in a state of war — 
psychologically if not physically. First of the 
webs to snap was the Nine-Power Treaty 
guaranteeing the integrity of China. Japan in- 
vaded Manchuria in 1931 and set up the puppet 
state of Manchukuo the next year. The other 
signatories of the Nine-Power Treaty and the 
Kcllogg-Bnand Pact deplored the events in 
Asia; but they would not back the Umted 
States’s protest with anything more effective 
than partial refusal to recognize the new state. 
Next went the obligations of the signatories of 
the Covenant of the League of Nations with 
the invasion by Fascist Italy of Ethopia and the 
breakdown of economic sanctions. 

By 1937, the tempo of aggression had quick- 
ened. Civil war had broken out in Spain (with 
Germany and Italy openly intervening on 
Franco’s side) and Japan had landed troops on 
the China mainland. Hitler had reoccupied and 
remilitarized the Rhineland; the Anu-Comin- 
tern Pact had been signed; and a general con- 
flagration once more threatened to sweep the 
world. It was in such an atmosphere that Presi- 
dent Roosevelt, in his trip across the continent, 
halted at Chicago and on October 5, 1937, 
delivered his unexpected land startling “quaran- 
tine” speech. Until then, l)c had used his powers 
under the Neutrality Act^ (see below) in what 
seemed an mconsistent fashion- he had in- 
voked them to deny arms \^o Italy in its attack 
on Ethiopia, he had also invoked them to deny 
munitions to the legal and recognized govern- 


ment of Spain in its struggle against a rebellion 
supported by Germans and Italians. And, so 
far as the United States was concerned, no war 
existed m China, though the State Department 
sent notes of protest and the United States con- 
curred m the League Assembly’s condemnation 
of Japanese bombing of open Chinese towns. 

In his speech, after noting “the present reign 
of terror and international lawlessness,” the 
President observed that if the spirit of destruc- 
tion continued and spread, the Western Hemi- 
sphere would be no safer than the Eastern. The 
time had come for the peace-loving nations to 
take concerted action against violation of 
treaty obligations and the dictates of humanity. 
If international anarchy prevailed, every na- 
tion must be drawn into conflict, since not even 
the protection which the Umted States had 
given itself would be effective in a “world of 
disorder in which confidence and security have 
broken down.” The aggressors must be “quar- 
antined.” 

The American people saw the advance of 
fascism uneasily, but the President’s address did 
not alter die conviction of most of them that 
European affairs were no concern of theirs. 
Most Americans believed in neutrahty. The 
Nyc Committee’s revelations and the temper 
of the depression years had helped write our 
withdrawal from world affairs into a formal 
program. In 1934, Congress passed the Johnson 
Debt Default Act, forbidding the sale in the 
United States of the securides of governments 
defaulting m the payment of their obligations 
to the Umted States. When Italy attacked 
Ediiopia in 1935, Congress by joint resolution 
— the so-called first Neutrality Act — lay an 
embargo on the export of arms in wartime and 
empowered the President to prohibit Ameri- 
cans from sailing on belligerents’ vessels except 
at their own risL In 1936, the second Neutral- 
ity Act, also a joint resolution, ordered the 
President to apply an arms embargo whenever 
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he found that a state of war existed, and ex- 
tended the embargo to include loans and securi- 
ties sales as well as the export of muniQons. 
Finally, in the May before the President’s 
address, a more detailed jomt resolution— the 
third Neutrality Act— prescribed a program 
designed to keep the Umted States out of war 
Since insistence on our neutral nght to trade 
had helped bring the Umted States into the 
Napoleonic conflict and the first World War, 
we would abandon those claims Accordmgly, 
the export of arms and ammumtion to beUiger- 
ents was forbidden. Further, belhgerents were 
not to sell securities or solicit contributions m 
the United States Amencan ships were not to 
be armed or to carry implements of war to 
belligerents, nor were Americans to travel on 
their vessels. The President was given discre- 
nonary authonty to stop Amencan ships from 
transportuig any commodiaes to a beUigerent, 
to prevent the export of any goods until title 
had been taken by a belbgerent (this was the 
so-called "cash and carry” provision), and to 
deny the use of our ports as supply bases to 
belligerent war vessels or foreign submarines 
and armed merchantmen 
But neutrahty was not to work — as the 
President had anticipated In 1938 the Munich 
crisis, instead of improving the European situ- 
ation, made it more senous In March, 1939, 
Hitler seized the rest of Czechoslovakia, less 
than a week later, Mcmel xvas occupied In 
April, Mussolmi mvaded Albania, and in Sep- 
tember all of Europe’s armies began marching 
ttlien the Nazis crossed the Polish border. 
World War II had begun Another Neutrahty 
Act, m November, 1939, was written It was 
somewhat more e.xpbcit than the others (al- 
though the arms embargo was dropped) and 
like the others it sought desperately to keep us 
out of the war by openly abandoning our 
neutral rights— and pamcularly the doctnne 
of the freedom of the seas 
Amid such alarums, Americans debated the 
role of the United States Among tlie most im- 
portant adiocatcs of a polic)’’ of noninterven- 
tion was Charles A Beard (1874- ), tlic 


dean of Amencan historians, who, in his .<4 
Foreign Policy for America (New York, 
1940), sought to chart the course wc were to 
steer In his book. Beard exammes and dis- 
misses intcmationalLsm and extreme isolation- 
ism in their turns. Past e-xpenence has shoxvn 
that Amencan meddling in the affairs of Eu- 
rope and Asia bnngs neither advantage to us 
nor peace to the outer world In the long run, 
struggle for a share in world trade is not worth 
the cost, for that trade depends upon the ex- 
port of capital, and naval and mihtary estab- 
lishments must be supported to protect invest- 
ments. The United States would do better to 
embark upon a pobey of “Continentalism,” ex- 
tending our mterests over the Western Hemi- 
sphere (which can supply all our mdustnal 
raw materials) and avoiding entanglement m 
the schemes of foreign impenalisms This pro- 
gram will enable the Umted States to preserve 
peace and safeguard its own pohtical and civil 
hberties at home. 

At the begmmng of 1939, Roosevelt had 
urged the repeal of the arms embargo only to 
be countered by Senator Borah’s claim that he 
had positive knowledge there would be no 
war in the immediate future. Borah was dead 
by September, 1939 In November, the Presi- 
dent finally had his way, but it was not until 
May, 1940, that the United States began throw- 
mg the whole neutrahty program overboard 
By June, 1940, it had been arranged for the 
Umted States to sell surplus war material to 
replace what the defeated Bnash had left be- 
hind at Dunkerque In September, 1940, shortly 
after the first peacetime draft had finally be- 
come law, the Umted States concluded the ar- 
rangement by which Britain gave her Western 
Hemisphere naval bases in return for fifty 
over-age destroyers. By tlie end of 1940, the 
United States w-as as thoroughly in World 
War II as was possible without actual imhtary 
participation TTie munitions industry was be- 
ing increased, arms production was growing, 
the National Guard had been called into federal 
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semce and an army of drafted men was be- 
gmning to be trained. 

The development of this policy is elucidated 
and justified in Roosevelt’s annual message to 
Congress on January 6, 1941. Though war has 
not actually touched this conunent, the Umted 
States has never stood m greater danger. For 
never before has any enemy succeeded in abol- 
ishing freedom in so many nauons m so brief 
a tmie A triumphant dictator might allow the 
Umted States a temporary respite, but once he 
had organized his victor, he must attack; and 
then the Umted States must face him without 
alhes. 

At this umque and terrible moment, do- 
mestic issues must be sunk m the greater issue 
of meeting the threat from beyond the seas. 
The United States must demonstrate its readi- 
ness to defend itself, to keep war from this 
hemisphere, but not to acqmesce m a peace 
dictated by the aggressors Armament produc- 
tion must be increased, therefore, the army and 
navy must speed their traimng. And Congress 
must provide the funds and accept the need 


for secrec}’^ which is required to make such a 
program effecuve. The United States must be- 
come the arsenal of the democracies, providing 
them with materials which they, in their 
capacity, wiU return after the end of hostili- 
ties. 

And while this nation e,xpccts the complete 
cooperation of all its people in such a program, 
it will not stop thinking about the causes that 
plunged the world into war. Congress must 
maintain the bases of democracy on the broad- 
est foonng. For the United States looks for- 
ward to a world founded upon four freedoms. 
Freedom of speech and expression, freedom of 
religion; freedom from want, and freedom 
from fear. That is the moral order of democ- 
racy which stands against the “new order’’ of 
fascism 

The selection from Beard’s book is published 
by permission of Alfred A. Knopf, Inc. The 
Four Freedouis Address is reprinted from 
Roosevelt’s Public Papers and Addresses (New 
York, 1939-1944) by permission of Random 
House, Inc. 


A Foreign Policy for America 

BY CHARLES A. BEARD 


V. Persistence of Continental Americanism 

. . . Ttvice in American history the governing 
^hte had turned the American nation away from 
its contmental center of gravity into world ad- 
ventures, ostensibly in a search for relations with 
the other countries or regions that would yield 
prosperity for American industry and a flowering 
of American prestige First, in 1898, second, m 
1917. But each time the main body of the people 
had resisted the propulsion, had found delusions in 
the false promises, and had returned to the conti- 
nental orbit Imperiahsm had failed to bring either 

C rofits, glory, or security. Internationalism had 
een wrecked at Versailles — by the struggle for 
power under the League of Nations, by the revela- 
tions of war propaganda, and by other brutal 
events w'hich could not be erased from the record. 

Again and agam the fundamental resolve of the 
country against imperialism and mtemauonalism 
had been revealed, in provisions for withdrawing 
from the Philippme area, in the surrender of 


specious rights to engage in trade where great 
nations were fighting for their hves, m neutrality 
acts keeping Anierican ships and travelers out of 
war zones, m the refusal or Congress to transform 
Guam into a great naval base, m an evident un- 
wiUmgness to engage m a major war over the petty 
commerce of China; and m persistent efforts to 
overcome, by domestic measures, the crisis in do- 
mestic economy, without wholesale resort to arti- 
ficial devices for dumping American “surpluses” 
abroad, that is, givmg them to foreigners 

After all the illusory adventures m pohey based 
on the Cobden-Bright conception of “free inter- 
national exchange,” the American nanon con- 
fronted, not a growing freedom of that kind, but 
a steady mcrease m the number of countries oper- 
atmg on different principles At best free intema- 
uonal exchange had been merely partial; and the 
tendencies m that duection had been reversed. 

Germany, Italy, Russia, and Japan w'ent over 
to controlled economies of a totalitarian character. 
France, Great Britain, and other powers turned m 
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the direcdon of management and "fegimentaaon 
Even if the Umted States had labored with might 
and main to force commerce on these countries 
and widen the channels of its foreign trafBc, it 
could have made little headway agamS the appar- 
ently uresisrible determination of other govem- 
n,jnts— capitalist, fascist, and communist— to grap- 
ple w ith their problems of living by direct action 
at home By sheer necessity, American civilizauon 
was turned back upon itself 
Slowly, but with mcreasmg force, it was realized 
that the "foreign outlet” doctnnes of imperialism 
and mtemanonalism were illusions This did not 
mean that foreign commerce was deprecated or 
deemed undesirable. Indeed such commerce was 
fully tecogniied as desuable within the limits of 
Amencan needs for products not available at 
homt But it did mean that the potentials of buymg 
power mdispensable to keeping Amencan mdus- 
try and agncultute runnmg at a high tempo lay 
nght here, in the creation of new wealth at home, 
that three or four bilhons of foreign commerce 
were relatively small as compared with the twenty 
or thut)' bWions annually wasted m idle plants, 
idle labor, and idle resources at home, that the 
frontiers for the ocptmsion of Amencan enterprise 
were withm this continent, not m the fabled Indies 
or on the Rhine, the Danube, or the Vistula, that 
all about us, right here, lay the materials fot a 
magnificent civilization, and that the principal 
task was the concentration of mteihgence, the cul- 
tural forces of men and women, upon the problem 
of putting science, technology, inventive mge- 
nuiw, private energies, and public enterprise to 
work m making real the vision of a aviUzation 
that rose before the mind as a goal to be attamed 
by majestic effort on this continent, without re- 
course to empire or entanglements m the age-long 
coahdotis of Europe and Asia 
This contincntalism did not seek to make a 
“hermit" nanon out of America From the very 
bcgmnmg under the auspices of the early Republic, 
It never had embraced that impossible conception. 
It did not deny the obvious fact that American 
avflnantm had made use of its European hentages, 
was a part of western civilizauon, and had con- 
tinuous contacts with Occidental and Oriental 
cultures. It did not deny the obvious fact that wars 
m Europe and Asia “affect” or “concern" the 
United States. It did not mean “indifference" to 
the suffenngs of Europe or China (or India or 
Ethiopia) In truth, m all history', no people ever 
iwured out treasure more generously in aid of 
human distresses in el cry quarter of the globe — 
distresses springing from wars, famines, revolu- 
noiu, pcrscmiuons, and earthquakes- 


With reference to such conflicts and suffenngs, 
continentalism merely meant a recogniuon of the 
limited nature of American powers to relieve, re- 
store, and mamtam life beyond its own sphere of 
mterest and control — a recogmuon of the hard 
fact that the United States, either alone or m any 
coabtion, did not possess the power to force peace 
on Europe and Asia, to assure the establishment 
of democrauc and pacific governments there, or 
to provide the social and economic undenvriting 
necessary to the pctdurance of such governments. 
In respect of morality continentalists did not deny 
the e.Tistence of responsibflines to other nauons 
and peoples. On the contrary they favored dis- 
chargmg such responsibilines, always with due re- 
gard for the physical, economic, and political 
limits on the powers of the Umted States and for 
the solemn obbgauon of protcctmg the Republic 
against misadventures headed in the direction of 
disaster. If this concepnon fell short of the selfless 
sacrifice required by an absolute morality, it could 
claim worthiness m the presence of other examples 
set by the family of nations 

Besides forcing a concentration of attention, 
energy, and mteUigencc on overcoming the grave 
economic and social crisis at home and on strength- 
emng Amencan avilizanon m all its best features, 
contmentalism, strictly construed, meant a return 
to the correct and restrained diplomacy of an 
earlier time. The freedom of the people and the 
press to discuss foreign affairs and favor foreign 
nauons, parties, facnonj, and causes, within the 
bmits of neutrahty laws was accepted as axiomatic 
Equally a.xiomanc, if America was to keep its 
peace, was the duty of public officials, especially 
the President and Secretary of State, speaking m 
the name of the whole nation, to abstam from de- 
nouncing and abusmg foreign States, good or bad, 
mth svhich diplomatic relations are maintained 
and the Umted States is at peace. 

Coiieet policy likc-wist coTnmanfletl such public 
officials to avoid vaui and verbose dissertations on 
the manners and morals of other countnes, to 
couch protests ut the language of dignity, to speak 
and write as briefly and courteously ax possible in 
necessary dealings with foreign governments, to 
make no boasts which the army and navy could 
not enforce with a reasonable prospect of success, 
to catrv on international relations with restraint, 
and m the subdued stjde of approved diplomatic 
usage — speaking softly, keepmg the pow'dcr dry, 
wnthholdmg wrath except w hen war is mtended as 
a last resort Such official conduct would enable 
the Government of the Umted States to escape m- 
numerable hatreds abroad, offer its services and 
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cooperation to troubled peoples with authoritj’' on This policy, consistently followed by the United 
proper occasions, and win respect, even affection States, would favor, not hinder, the coming of 
and esteem, throughout the earth. peace to other nations of the world. 

The Four Freedoms Address 


BY FRANKLIN 

The Annual Message to the Congress. January 

6, 1941 

I ADDRESS YOU, the Members of the Seventy- 
seventh Congress, at a moment unprecedented in 
the history of the Union. I use the word “unprece- 
dented,” because at no previous time has American 
security been as seriously threatened from without 
as It IS today. 

Smee the permanent formation of our Gov- 
ernment under the Consatution, in 1789, most of 
the periods of crisis in our history have related to 
our domestic affairs. Fortunately, only one of these 
— the four-year War Between the States — ever 
threatened our national unity. Toda^, thank God, 
one hundred and thirty million Americans, in forty- 
eight States, have forgotten points of the compass 
in our national unity. 

It is true that prior to 1914 the United States 
often had been disturbed by events in other Conti- 
nents We had even engaged m two wars with 
European nauons and in a number of undeclared 
wars in the West Indies, m the Mediterranean 
and in the Pacific for the mamtenance of American 
rights and for the principles of peaceful commerce. 
But in no case had a serious threat been raised 
against our national safety or our continued inde- 
pendence. . . . 

Every realist knows that the democratic way of 
life IS at this moment being directly asailed in every 
part of the world — assailed either by arms, or by 
secret spreading of poisonous propaganda by 
those who seek to destroy unity and promote 
discord in nations that are still at peace. 

During sRteen long months this assault has 
blotted out the whole pattern of democratic life 
in an appalling number of independent nations, 
great and small. The assailants are still on the 
march, threatening other nations, great and small. 

Therefore, as your President, perfoiminp; my 
consntutional duty to “give to the Congress infor- 
mation of the state of the Union," I find it, un- 
happily, necessary to report that the future and'the 
safety of our country and of our democracy are 
overwhelmingly involved in events far beyond 
our borders. 

Armed defense of democratic existence is now 
being gallantly waged in four continents. If that 
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defense fails, all the population and all the re- 
sources of Europe, Asia, Africa and Australasia 
will be dominated by the conquerors. Let us re- 
member that the total of those populations and 
their resources in those four continents greatly 
exceeds the sum total of the population and the 
resources of the whole of the Western Hemi- 
sphere — many times over 

In times like these it is immature — and inciden- 
tally, untrue — for anybody to brag that an unpre- 
pared America, smglehan'ded, and w'ith one hand 
tied behmd its back, can hold off the whole world. 

No realistic American can expect from a dic- 
tator’s peace international generosity, or return of 
true independence, or world disarmament, or free- 
dom of expression, or freedom of religion — or 
even good business 

Such a peace would bring no security for us or 
for our neighbors. “Those, who would give up 
essential liberty to purchase a little tcmporaiy' 
safety, deserve neither liberty nor safety ” 

As a nation, w'e mav take pride in the fact that 
we are soft-hearted, Sut we cannot afford to be 
soft-headed. 

We must always be wary of those who with 
soundmg brass and a tinklmg cymbal preach the 
“ism” of appeasement. 

We must especially beware of that small group 
of selfish men who would chp the wings of the 
American eagle m order to feather their own 
nests. 

1 have recently pointed out how quickly the 
tempo of modern warfare could bring into our 
very midst the physical attack which %ve must 
eventually expect if tlie dictator nauons wm this 
war. 

There is much loose talk of our immunity from 
immediate and direct invasion from across the 
seas. Obviously, as long as the Briush Navy re- 
tains its power, no such danger exists. Even if there 
W'ere no British Navy, it is not probable that any 
enemy would be stupid enougli to attack us by 
landmg troops in the United States from across 
thousands of miles of ocean, until it had acquired 
strategic bases from which to operate. 

But we learned much from the lessons of the past 
years in Europe — particularly the lesson of Nor- 
way, whose essential seaports were captured by 
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treachery and surprise built up over a senes of 
tears. 

The first place of the invasion of this Hemi- 
sphere uould not be the landing of regular troops. 
The necessary' strategic pomts would be occupied 
by secret agents and their dopes — and neat num- 
bers of them are already here, and m Latm 
Amenca. 

As long as the aggressor nations maintam the 
offensive, they— not we — ^will choose the time and 
the place and the method of their attack. 

That IS why the future of all the Amencan Re- 
publics IS today m senons danger 
That IS why this Annual Message to the Con- 
gress IS unique m our history 
That IS why every member of the Reecutive 
Branch of the Government and every member of 
the Congress faces great responsibibty and great 
accountability 

The need of the moment is that our actions and 
our policy should be devoted primarily — almost 
esclusivcly— to meetmg this foreign periL For all 
our domestic problems are now a part of the great 
emergency 

Just as our national policy m mternal affaus has 
been based upon a decent respect for the nghts 
and the dignity of all our fellow men within our 
ptes, so our nauonil policy m foreign affairs has 
been based on a decent respect for the nghts and 
dignity of all nauons, large and small And the 
justice of morality must and will wm m the end 
Our national policy is this 
Fust, by an impressive expression of the public 
will and without regard to partisanship, we are 
committed to all-inclusive national defense 
Second, by an impressive expression of the pub- 
lic wdl and without regard to partisanship, we are 
committed to full support of all those resolute 
peoples, ciervivherc, who are resisting aggression 
and are thereby keepmg war away from our Henu- 
spherc. By this support, we express our deterrruna- 
tKKi that the democratic cause shall prevail, and 
«c strengthen the defense and the security of our 
own nanon. 

Thud, by an miprcsswe expression of the public 
will and without regard to partisanship, we are 
committed to the proposiuon that principles of 
moralit) and considerations for our own security 
'’''cr permit us to acquiesce m a peace dic- 
uted by aggressors and sponsored by appeasers. 
" e know that endunng peace cannot be bought 
at the cost of other people's freedom 
In the recent nanonal election there was no 
sulmannal difference between the two great panics 
'p ropeet to that national polici’ No issue was 
•ought out on this line before the Amencan 


electorate Today it is abundantly evident that 
Amencan citizens ei cryw'here are demandmg and 
suppomng speedy and complete action m rccog- 
maon of obvious danger 

Therefore, the immediate need is a swift and 
driving mcrcasc in our armament producaon. . 

New circumstances arc constantly begetang new 
needs for onr safety 1 shall ask this Congress for 
greatly increased new appropnaaons and authon- 
zaaons to carry on what we have begun. 

I also ask this Congress for authoncy and for 
funds suffictenr to mamifacmre addiaonsl muni- 
tions and w ar snpphes of many lands, to be turned 
over to those naaons w hich are noiv m actual war 
with aggressor naaons 

Our most useful and immediate role is to act as 
an arsenal for them as well as for ourselves They 
do not need man power, but they do need bilhons 
of dollars worth of the weapons of defense. 

The time is near when they wDl not be able to 
pay for them all m ready cash. \Vc cannot, and 
we will not, tell them that they must surrender, 
merely because of present inability to pay for the 
weapons which we know they must have. 

I do not recommend that we make them a loan 
of dollars with which to pay for these weapons — 
a loan to be repaid in dollars, 

1 recommend that we make it possible for those 
nations to continue to obtam war materials m the 
United States, fitnng their orders mto our own 
program Nearly all their matdnel would, if the 
tune ever came, be useful for our own defense. 

Taking counsel of expert military and naval au- 
thorities, considering what is best for our own 
secunt)', we are free to decide how much should 
be kept here and how much should be sent abroad 
to our fnends who by their derermmed and heroic 
resistance arc givmg us tune m which to make 
ready our own defense 

For what we send abroad, we shall be repaid 
withm a reasonable time foUowmg the close of 
hostilities, m similar matenais, or, at our option, 
m other goods of many kinds, which they can 
produce and which we need 

Let us say to the democracies “We Amencans 
are vitally concerned in your defense of freedom. 
We are putting forth our energies, our resources 
and our organizmg powers to give you the strength 
to regam and maintain a free world We shall send 
you, m evcr-mcreasing numbers, ships, planes, 
tanks, guns. This is our purpose and our pledge.’’ 

In fulfillment of this purpose we will not be 
intimidated by the threats of dictators that they 
will regard as a breach of international law or as 
an act of war our aid to the democraacs which 
dare to resist their aggression Such aid is not an 
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act of war, even if a dictator should unilaterally 
proclaim it so to be. 

When the dictators, if the dictators, are ready to 
make war upon us, tliey will not wait for an act 
of war on our part. They did not wait for Norway 
or Belgium or die Netherlands to commit an act 
of war. 

Their only interest is in a new one-way inter- 
national law, which lacks mutuality in its observ- 
ance, and, therefore, becomes an instrument of 
oppression. 

The happiness of future pnerations of Ameri- 
cans may well depend upon now effective and how 
immediate we can make our aid felt. No one can 
tell the exact character of the emergency situations 
that we may be called upon to meet. The Nation’s 
hands must not be ded when die Nadon’s life is in 
danger. 

We must all prepare to make the sacrifices that 
the emergency — almost as serious as war itself — 
demands Whatever stands in the way of speed 
and efficiency in defense preparations must give 
way to the national need. . . . 

The Nation takes great satisfaction and much 
strength from the things which have been done to 
make its people conscious of their individual stake 
in the preservation of democratic life in America, 
Those things have toughened the fiber of our 
people, have renewed their faith and strengthened 
their devotion to the institutions we make ready 
to protect. 

Certainly this is no time for any of us to stop 
thmking about the social and economic problems 
which are the root cause of the social revolution 
which is today a supreme factor in the world. 

For there is nothing mysterious about the foun- 
dadons of a healthy and strong democracy. The 
basic things expected by our people of their politi- 
cal and economic systems are simple. They arc: 

Equality of opportunity for youth and for 
others. 

Jobs for those who can work. 

Security for those who need it. 

The ending of special privilege for the few. 

The preservation of civil liberties for all. 

The enjoyment of the fruits of scientific progress 
m a wider and constantly rismg standard of bv-. 
ing. 

These are the simple, basic things that must 
never be lost sight of in the turmoil and unbe- 
lievable complexity of our modem world. The 
inner and abiding strength lAour economic and 
pohtical systems is dcpcndci^upon the degree 
to which they fulfill these expectauons. 


Many subjects connected with our social econ- 
omy call for immediate improvement. 

As examples. 

We should bring more cidzcns under the cover- 
age of old-age pensions and unemployment in- 
surance. 

We should widen the opportunidcs for adequate 
medical care. 

We should plan a better system by which per- 
sons deserving or needmg gainful employment 
may obtam it. 

I have called for personal sacrifice. I am assured 
of the willingness of almost all Americans to re- 
spond to that call. . . . 

In the future days, which we seek to make se- 
cure, we look forward to a world founded upon 
four essential human freedoms. 

The first is freedom of speech and expression — 
everywhere m the world. 

The second is freedom of every person to wor- 
ship God m his own way — evcri'xvhere in the 
world. 

The third is freedom from want — which, trans- 
lated into world terms, means economic under- 
standmgs which will secure to every nauon a 
healthy peacenme life for its inhabitants — every- 
where in the world 

The fourth is freedom from fear — ^which, trans- 
lated into world terms, means a world-wide re- 
duction of armaments to such a point and in such 
a tborougb fashion that no nation will he in a 
position to commit an act of physical aggression 
against any neighbor — anywhere in the world. 

That is no vision of a distant millennium. It is 
a definite basis for a land of world attainable in 
our own time and generauon. That kind of world 
is the very antithesis of the so-called new order of 
tyranny which the dictators seek to create with 
the crash of a bomb. 

To that new order we opp." 'c the greater con- 
ception — the moral order. A good society is able 
to face schemes of world domination and foreign 
revolutions alike without fear. 

Smee the beginning of our American history, xve 
have been engaged m change — in a perpetual 
peaceful revolution — a revolution which goes on 
steadily, quietly adjusting itself to changing con- 
ditions — xvithout the concentration camp or the 
quick-limc in the ditch. The world order which 
we seek is the cooperation of free countries, work- 
ing together in a friendly, civiliixd society. 

This nation has placed its destiny in the hands 
and heads and hearts of its millions of free men 
and women; and its faith in freedom under the 
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midince of God Freedom means the supremacy kem them Oar strength is our unity of purpose, 
of human rights everywhere. Our support goes To that high concept there can be no end save 
to those who struggle to gam those rights or vittory 

LEND-LEASE 


To MAKE America the “arsenal of democ- 
rac)’," the Lend-Lease policy was devised. The 
fight for the bill and the operaaons under it are 
dwcnbed by Edward R. Stettmius, Jr. ( 1 900- ) 
m his Lend-Uase Weapon for Victory (New 
York, 1944). Here, Stettmius (he was to be- 
come the Admmistrator of Lend-Lease and 
he filled that office with great competence) 
tells how British necessity and the memory of 
the svar-dcbt controversy following World 
War 1 combined to conmbute to the creation 
of Lend-Lease as a means of supplymg Great 
Bntain with the least possible disturbance of 
our own plans for defense 

The President had paved the way to Lend- 
Lease by his address of December 29, 1940, 
in which he had used the phrase, “arsenal of 
democracy" He message to Congress had 
asked for appropriations and authonty, HR 
1776 uas the legislaave program to make this 
possible. Any country “whose defense the 
President deems vital to the defense of the 
United States” was to be ehgible for aid under 
the act. If such a nation asked for aid, the Presi- 
dent might “sell, transfer title to, exchange, 
lease, lend or othenvise dispose of . . any de- 
fense article” in return for “payment or repay- 
ment in land or property, or any other direct 
or mdirect benefit which the President deems 
satisfactory.” 

The original act appropriated 57,000,000,000 
for aid to countnes resistmg aggression and was 
to run for a httle more than nvo years (In 
Dme, nearly $44,000,000,000 was expended in 
this fashion ) It also provided for the draw- 
ing up of master Lend-Lease agreements These 
turned out to be identical and each contained 

among proMsions for Lend-Lease and reverse 
Lend-Lease — an Article WI, which looked be- 
>ond the immediate war necessities In fact. 


Amcle VII sketched m broad strokes the na- 
ture of the posrtvar economic world the ad- 
ministration was striving to achieve. Article 
VII of the Russian agreement runs as follows 

In the first determinaaon of the benefits to be 
provided to the Umted States of Amenca by the 
Government of the Umon of Soviet Socialist Re- 
publics m return for aid furnished under the Act 
of Congress of March ii, 1941, the terms and con- 
dmons thereof shall be such as not to burden 
commerce between the two countries, but to pro- 
mote mutually advantageons economic relations 
between them and the betterment of worldwide 
economic relations To that end, they shall include 
provision for agreed action by the Umted States 
of America and the Umon of Soviet Socialist Rc- 
pubbes, open to pamapation by all other coun- 
tries of hke mind, directed to the expansion, by 
appropriate international and domestic measures, 
of production, employment and the exchange and 
consumption of goods, which are the material 
foundaaons of the liberty and welfare of all peo- 
ples, to the elunmauon of all forms of discrimina- 
tory treatment m international commerce, and to 
the reduction of tariffs and other trade barriers; 
and, m general, to the attainment of all the eco- 
nomic objectives set forth in the Jomt Declaration 
made on August 14, 1941, by the President of the 
Umted States of Amenca and the Prime Minister 
of the United Kingdom, the basic pnnaples of 
which were adhered to by the Government of the 
Union of Soviet Socialist Republics on September 
24, 1941. 

At an early convenient date, conversations shall 
be begun between the two Governments with a 
view to determimng, m the light of governing eco- 
nomic conditions, the best means of attaimng the 
above-stated objectives by their own agreed action 
and of seeking the agreed action of other like- 
mmded Governments 

The selections here reprmted are from Ed- 
ward R. Stettimus, Jr., Lend-Lease Weapon 
for Victory (New York, 1944), te- 

pnnted by permission of The Macmillan Com- 
pany. 
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Lend-Lease: Weapo7i for Victory 

BY EDWARD R. STETTINIXJS, JR. 


C11APT1.R VI. H.R. 1776 

By DECEMB^J5 1940, a majority of the American 
people, I believe, had made up tlieir minds that it 
was in our national interest to continue the flow of 
arms to nations fighting the A\is. . . . 

Three days after the election, the President 
publicly announced a “rule of thumb” for the 
division of American arms output. As weapons 
came off the production lines, they were to be 
divided roughly 50-50 between the United States 
forces and the British and Canadian forces. That 
same day, the Priorities Board approved a British 
request to order 12,000 more atrplanes here in 
addition to the n,ooo they had already ordered. 
The promise of material aid to keep Britain in the 
fight was day by day being translated into a defi- 
mte plan. But the machinery for carrying out the 
plan had still to be devised. 

The most immediate problem was one of dollars. 
The British had started in September 1939 with 
roughly four and a half billions in dollars, and in 
gold and United States investments that could be 
turned into dollars. Much of this belonged to 
private British citizens, but after the outbreak of 
war the British Government began to take over 
the private dollar balances and United States in- 
vestments, compensating tlie owners in British 
pounds. The dollars all went into a single Gov- 
ernment war chest. 

Outside of gold production within the British 
Commonwealth, the most important source from 
which the British could replenish their war chest 
of dollars was tlicir export trade with the United 
States. During 1940, it seemed strange to many 
Americans that a nation battling for survival like 
Britain should be making such strenuous efforts to 
c.xport such luxury goods as whiskey, fine woolens 
and pottery. But there was a good reason for it. 
These British-made goods were sold here for dol- 
lars, which were used in turn to buy American- 
made weapons. 

In the sixteen months that followed the out- 
break of war, the British managed to realize from 
sales of gold, exports and other sources almost two 
billion dollars more. But in tl\c same period, they 
paid out nearly four and a hal^'^blllion for tlie war 
supplies they had to have from^this country and 
from otlier countries that demanded gold. Their 
net loss of dollars was almost two and a half bil- 
lion. . . . 


By the end of 1940, Britain’s war chest of dollars 
was down almost to two billion, and of this nearly 
a billion and a half was already pledged to pay 
for war goods ordered here but not yet delivered. 
The Britisli could not possibly mine enough gold, 
export enough goods or sell enough services, such 
as shipping, to get the dollars it would take to go 
on buying weapons here at the rate they needed 
them. They had already sold outright 335 million 
dollars worth of stocks in American companies 
owned by private individuals m Britain. Tlic plain 
fact was that they had little more than enough dol- 
lar assets left to pay for the materials they had al- 
ready ordered here. . . . 

To meet the dollar problem, we could have 
made loans to Britain, as we had made loans to our 
Allies in the last war. At first glance, it was a 
simple and convenient solution, but m reality it 
was loaded with trouble. Loans between allies in a 
major war of survival seldom work out satisfac- 
torily. The British had found this out more than 
a hundred years before when they Iiad combined 
witli other nations in Europe to stop Napoleon. 
They made some loans to finance their allies and 
then found tliat only a fraction of the loan could 
be repaid. In the long run, tliey simply gave up 
making loans altogether. Because it was vital to 
Britain’s sccuritj’ tliat Napoleon be defeated, tliey 
gave enormous amounts of aid to their allies in the 
form of outright subsidies. 

We in the United States had discovered after 
the last war how unworkable loans were when the 
war-debt problem brought economic dislocation 
and disastrous misunderstandings betxveen allies 
who should have been standing together to keep 
the world at peace. A fixed m > v debt would 
create tlie same difficulties all over again. 

There was another important reason for not 
making loans. Tlie crux of tlie matter was not 
dollars; it was planes, guns and ships. To put aid 
to countries holding the Axis in check on a com- 
mercial basis would inevitably hamper us in achiev- 
ing our real objccuve — to get enough weapons to 
the battlcfronts to stop aggression before it reached 
the Western Hemisphere. 

Munitions capacity was growing tighter every 
day; machine tools were becoming scarce, raw 
materials shortages began to loom ahead. By 
December ist, 1940, only 2,100 of the 23,000 planes 
that the British had ordered or were programming 
had been dehvered. To deliver all these planes 
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ind to build at the same time the air strength our 
omi safety required would strain our plant fa- 
cOines to the limit. Only a single, unified Govem- 
ment procurement policy for all defense purposes 
could do the tremendous )ob that was now ahead 
This meant that the Umted States Government 
thould place all the orders for weapons m this 
country 

There was finally the problem of defense 
strategy No one could foresee the changes that 
the course of the war might require m the alloca- 
Don of American arms. It might be necessary for 
us to send abroad weapons originally scheduled 
for our own Army m order to prevent a decisive 
Aris victory overseas before we were prepared 
ourselves. C 3 n the other hand, we ourselves might 
be under attack when the planes ordered m De- 
cember 1940 began to come off the production 
Imes m December 1941 

The search had gone on m the Government all 
durmg the summer and fall of 1940 for the best 
solution to all these problems. The first time I 
got an idea of what tne ansiver might be was at 
a meetmg of the Defense Advisory Commission 
with the President in the late summer We were 
ulking of the shipping shortage and the mcreasmg 
difficulty the British would inevitably have m 
moving their war supplies from the United States. 
They had already begun to buy ships here, but 
we kneiv they did not have enough dollars to go 
on with this program very long Fmally, the Presi- 
dent suggested that it should not be necessary for 
the Btitish to take their own funds and have ships 
built here, or for us to loan them money for this 
purpose. In his opmion there was no reason why 
we could not take a finished vessel and lease it to 
them for the duration of the emergency 

It w as a new idea to all of us there, and it seemed 
to make sense But the problems of the Defense 
AdiTsory Commission were then chiefly in the 
domestic field, and I thought little about the 
President’s remark until later on when the words 
’’Lend-Lease” were the center of everymne's at- 
tennon m Washmgton Then I thought back and 
tealircd that the President’s remark was not just 
an isolated comment on a smgle problem It was 
part of a complete plan for aidmg the democracies 
that he was tunung over m his mmd 

The idea, I found later, had been first proposed 
in the Treasury Department, where the problem 
of continuing the flow of arms to Bntain m the 
face of her dimmishmg dollar supply was con- 
ttanth under consideration The Treasury law'- 
'cn found that under an old statute of 1892, the 
bractatv of W^ar, “when m his discretion it w 31 
oe for the public good,” could lease Army prop- 
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city "not required for pubhc use,” for a period of 
not longer than five years. Under this statute, trac- 
tors, lathes, cranes, barges, and other such Army 
items had been leased from time to time 
The statute suggested the idea of applymg the 
lease prmciple to a system of aid for Britam. It 
was a frmtiul starting pomt. But the idea of an 
ordinary lease was not wholly apphcable either 
When a man rents a house, for mstance, he ordi- 
narily fixes a definite price and a length of tune 
for the lease to run This was plainly impossible 
when we sent weapons to Britain or to Chma. 
How long the crisis would last, what we would 
want them to give os m return — no one knew the 
answers to these questions. The lease would have 
to be open-ended, with a gentlemen’s agreement 
for a fair and workable settlement m the best m- 
terests of aU of us after the Axis had been de- 
feated 

As the match of aggression contmued abroad, 
the country was coming to appreciate more fully 
the immmence of the threat to us if Bntam should 
collapse. But a plan for furnishing her the arms she 
needed had still to be agreed upon When the 
President returned from the Caribnean on Decem- 
ber 16th, 1940, he was ready to make a proposal 
to the American people. He outhned it fim at his 
press conference the next day 
To the reporters, Mr Roosevelt laid down what 
he took to be the clear policy of the United States 
’TTiere is absolutely no doubt m the mmd of a very 
overwhelming number of Amencans that the best 
immediate defense of the United States is the suc- 
cess of Great Britam defendmg itself, and that, 
therefore, quite aside from our historic and cur- 
rent mterest in the survival of democracy m the 
world as a whole, it is equally important from a 
selfish pomt of view and of American defense, 
that we should do everything possible to help the 
British Empire to defend itself ” 

He reminded the conference that no major war 
in all history had ever been won or lost because of 
money In 1914 the bankers had all assured us 
that the war would probably' not go on for more 
than three months because of lack of money, and 
if It did, the bankers would stop it withm six 
months. “There was the best economic opmion m 
the world that the continuance of war was abso- 
lutely dependent on money m the bank. Well, you 
k-now what happened,” he said 
“Now, what I’m trying to do is to elimmatc the 
dollar sign " That was the heart of the proposaL 
Then the President c.xplained his solution m 
simple terms Our factories were tummg out mu- 
nitions. The British were buymg some of them, 
wc were buymg the rest From now on, the Unired 
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States Government should place all the contracts 
for munitions to be manufactured m the United 
States. If we needed them when they came olf the 
line, \\'e would use them ourselves. If we decided 
that they “would be more useful to the defense 
of the United States if they were used in Great 
Britain than if they were kept in storage here,” wc 
could “either lease or sell the materials, subject to 
mortgage, to the people on the other side.” 

“Tile defense of the United States," and not 
dollars, was henceforth to determine where our 
weapons were to go. . . . 

On January 6th, 1941, a week after the fireside 
chat, the President delivered his annual message 
to Congress on “The State of the Union." 

“1 find it unhappily necessary to report,” he said, 
“that the future and the safety of our country are 
overwhelmingly involved in events far beyond 
our borders." Then he asked the Congress for the 
authority and the funds necessary to manufacture 
additional weapons and war sujiplics to be turned 
over to those countries actually at grips with the 
A^is. 

Almost as soon as the President got back to the 
White House from the Cajiltal, Secretary Morgen- 
thau and E. H. Foley, the General Couasel of the 
Treasury, called on him to discuss a proposed 
bill to carry out the policy of full aid to the 
democracies. The bill had been first drafted four 
days before by Oscar S. Cox, a Maine lawyer who 
had come down to the Treasury in 1938 from the 
New York City Corporation Counsel's Oflice. He 
had worked on the problems of foreign purchases 
here since the earliest d.nys, and he was among the 
first to propose the trade-in as a method of trans- 
ferring the rifles to Britain. Later that summer, he 
had dug up the ol^d 1892 statute that had begun the 
thinking on aid to the democracies in terms of a 
lease. His draft of the Lend-Lease Bill was mod- 
elled in part on the Pittman Act, passed in the 
summer of 1940 in order to assist the other Ameri- 
can Republics to obtain arms in this country. 

After Co.x prepared the first draft, the Lend- 
Lease Bill was discussed and revised — by Seci^-tary 
Morgeiithau and the Treasury staff; by Sccif.*ary 
Stimson, Assistant Secretary McCloy, and w'hcr 
War Department officials; by Secretary Kno.x; by 
Secretary Hull and his legal advisor. Green Hack- 
worth; by Attorney Generi^l Jackson; by Ben 
Q)hen, and by many others — ih a scries of day and 
night discussions and drafting\sessions. Congres- 
sional leadeis — Senators Barkley\Gcorgc, Connally 
and Harrison, Speaker Rayburn, Representatives 
McCormack, Bloom and Luther Johnson — were 
consulted. By the tunc the bill was brought to the 
President, it was a joint product of many different 


persons. A new idea, a ncu word, a change of 
phrase came out of every discussion. The staff 
of the Congressional Legislative Counsel worked 
long hours getting the language in tlic best possible 
form. The Treasury lawyers worked long hours 
coordinating and reconciling all the suggestions 
chat had been made. 

When Morgeiithau handed him the bill, the 
President read it slowly and carefully. After he 
had finished, he said that it provided for the aid 
which wc had determined to give in the most 
direct and clean-cut fashion jiossiblc. He wanted 
it brought back to him as soon as possible initialed 
by Secretaries Hull, Stimson and Knox, by Mr. 
Knudsen and by Secretary Morgcntliau himself. 

The next day, Foley and Cox started around 
Washington for final clearance on the bill. There 
was another rapid scries of conferences, a few 
more changes were made by the State Department 
and the War Department. But by five o’clock in 
the afternoon Secretary Morgcntliau and Foley 
were back at the White House with a bill that 
everyone agreed on. It bore all the initials the 
President had asked for. . . . 

At noon the next day, January 10th, Senator 
Barldcy introduced the bill in the Senate, and 
Representative McCormack introduced it in the 
House, The Clerk of the House of Representatives 
stamped it w'lth the number H.R. 1776. 

CiiAi’TLii VII. Tiiii LtNu-LtASK Dfiiate 

The debate on H.R. 1776 — the Lend-Lease Bill 
— was the final stage in a running national debate 
that had been going on in the United States with 
increasing vigor since the fall of France. 

In countless spec'-hes, in editorials, in magazine 
articles, in resc'ij 10ns adopted by organizations 
and meetings of all sorts, our Go''ernmcnt was 
ur^cd ever more insistently to in'll ease aid to 
Britain and the other nations battling the Axis. 
The “Committee to Defend America by Aiding 
the Allies” urged a full program of aid as a neces- 
sary step to protect our own sccuritj'. 

On the other side, the “America First Com- 
mittee” insisted that our national safety was not 
virally endangered by the war in Europe and that 
wc should talcc no steps to help cither side. By 
rearming ourselves, they said, wc would secure 
the defenses of the Western Hemisphere even if 
all the rest of the world fell to tlie Axis. Innumcr- 
.able other groujis — a small number of them tied 
up with Axis propagandists, but the great majority 
composed of loyal, sincere American citizens — 
were formed to fight the policy of aid to the na- 
tions battling the Axis. 

During the late summer of 1940, when the 
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destroVT:n-for-biise 5 exchange was under discus- 
sion, the debate rose in a sharp crescendo as it 
becaine focused on this specific proposal \^Tien 
the transfer was finally made, it was clear, I be- 
lies e, that a majontj' of the American people ap- 
ptmed This w'as still not a clear-cut decision on 
the basic issue of our foreign pohey, however, for 
no one could deny that we had received an enor- 
mous immediate benefit from the exchange— a long 
cham of naval bases protecting our Atlantic ap- 
proaches. The issue of all-out aid to Britain, Chma 
and other nations, with less immediate and tangi- 
ble benefit to the United States, was still to be 
thrashed out. 

At no time m our history have these processes of 
democraoc discussion had freer rein than tn the 
debate on Lend-Lease It was as if the whole 
American people were thmking out loud 1 felt 
then, and feel now, that in the process we as a 
nation cleaned up our thinLmg about our place m 
the world We were able to tahe a fresh mventory 
of ourselves, of our past and our future. Then 
thtoogh our democratic processes, we freely made 
up our mmds on the part we had to play in the 
affairs of the world u we were to preserve our 
freedom 

The national debate on aid to the democraaes 
came mto ever sharper focus with the President's 
stoty of the garden hose, the fireside chat with its 
pledge of the “arsenal of democracy,” and the 
address on the State of the Umon When the Lend- 
Lease Bill was mtroduced on January loth, 1941, 
the issues were defimtely drawn 

HR. 1776 proposed both a broad pnnaple of 
foreign policy and a method for makmg it effec- 
tive In a world at war 

The pnnciple was contamed in the words de- 
fining eligibnitv for Lend-Lease aid — “any coun- 
trj’ whose defense the President deems vital to 
the defense of the United States.” The word “vital" 
was the heart of the matter To favor Imuted aid 
to the alhes as an expedient device for savmg 
friendly nations from conquest was one thing To 
declare that the defense of those nations was 
rltal” to our own national security was quite 
another. If we adopted the bill with these words, 
we would, m effect, declare the interdependence 
of the American people with the other freedom- 
loimg people of the world m the face of Axis 
aggression. We would recognize that addmg our 
nrength to the strength of our friends was our 
greatest hope of preserv mg this nation under those 
of the American faith established m our 
Ueclaranon of Independence and in the Gettvs- 
01^ Address, 

The method proposed by H R. 1776 was a logi- 


cal one for carrymg out this pnnciple of foreign 
policy The bill authonzed the President to “sell, 
transfer title to, e.xchange, lease, lend, or other- 
wise dispose of any defense article” to any 
nation whose defense he found vital to the defense 
of the United States As arms manufactured m this 
conntryi came off the production hne, we would 
decide where they could contribute most to our 
security If they would do more good in the hands 
of our fnends than they w'ould m reserve here at 
home, we would transfer them 

“The benefit to the United States" m return for 
these transfers, the bill provided, “may be pay- 
ment or repayment m kmd or property, or any 
other direct or indirect benefit which the President 
deems satisfactory ” This provision was purposely 
broad The greatest immediate benefit to us, of 
course, would be the use of Lend-Lease weapons 
against the aggressor nations. Beyond that, we 
would expect nations receiving aid to assist us in 
other ways But the course of events alone could 
determine what form these benefits would take. 

In order that the President might act qmckly 
enough to meet the swift developments of the war, 
wide discretionary authority was delegated to him 
by the bill He was to name the nations whose de- 
fense was vital to the defense of the United States. 
Within the limits of Congressional appropriations, 
he was to dende what arms and other supphes 
should be transferred and what services per- 
formed It was left to him to decide what the 
benefits to the United States should be in return 
for the aid we rendered. 

The bill recognized the total nature of this war 
m Its broad definition of the “defense articles” 
which might be transferred We could lend-Ieasc 
weapons of all types for land, sea, or air warfare, 
all types of transport equipmem and services 
necessary to maintaui lines of supply stretchmg 
thousands of miles, the machmes, tools, and raw 
materials required to mamtam production of 
weapons m the factories of the nations battlmg 
the Axis, food and the means to produce food for 
their soldiers and their war workers. We could 
repair, bunker, and provision ra our ports and dry- 
docks the warships and cargo vessels of Great 
Bntam and her allies. We could make available 
the designs of guns, of airplanes, and any other 
new' weapons we had And under the same power 
— ^‘to commumcate any defense information” 

— ^we could tram pilots, gunners, and mechanics 
here for the air forces battlmg the Luftwaffe and 
the Japanese Zeros. These were the essential fea- 
tures of HR 1776 

As the w eeks passed, it became apparent that we 
were divaded on the Issue of Lend-Lease without 
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regard to party, profession, background, or 
creed. ... 

In essence, the Lend-Lease debate, both in Con- 
gress and in the country at large, did not concern 
aid to other nations, but rather the strategy by 
whicli we sliould provide for the security of our 
own nation. By tlie tune the debate started, there 
was little question in the minds of the American 
people that the United States was in danger. But 
the character and extent of that danger and the 
steps we must take to protect ourselves against it 
were still in dispute. 

Those witnesses before the House and Senate 
Committees, and the others who saw the danger 
most clearly, were convinced first of all that there 
were no limits to the Axis designs of aggression. 
As Secretary Hull said, “Mankind is today face 
to face, not with regional wars or isolated con- 
flicts, but with an organized, ruthless, and impla- 
cable movement of steadily expanding conquest.” 
There was no reason to believe that with Dakar 
in Axis control, and — if the worst should befall 
Britain — with the Atlantic open to her, Germany 
would not seize the opportunity to intervene in 
a Nazi-inspired revolution somewhere in South 
America. Since Germany could not doubt that 
we would instantly come to the defense of any 
South American republic menaced by Nazi armies, 
•she might well combine her offensive in South 
America with an attack upon North America 
through Britain, Ireland and Greenland, natural 
stepping stones across the North Atlanuc. 

“For the first time in modern history,” Secre- 
tary Stimson said, “the United States is confronted 
by a nation with an overwhelming army, includ- 
ing an overwhelnung air force, and with the possi- 
bility of getting control of the Atlantic.” 

The imminence of this danger to the United 
States was put squarely by Secretary Morgen- 
thau, after he had outlined Bntam’s desperate dol- 
lar position. “If Congress does not act on this bill, 
there is nothing left for Great Britain to do but 
stop fighting.” 

In the Pacific, the threat to continental United 
States was not so imminent, but the danger to our 
overall security was equally grave. Japan’s aims, 
like Hitler’s, were clearly witncipt hmit. Domina- 
tion of all China was now an openly confessed 
goal, and the Japanese were becoming more and 
more outspoken about their aims 'for dominating 
all the rest of East Asia and all of the East Indies 
as well. Already the Japanese had, thrust down 
into French Indo-China, flankmg the Philippines 
and pointing directly at Singapore and the Dutch 
East Indies. All this was digmfied by the phrase 
“Greater East Asia Co-Prosperity Sphere,” but 


' the actions of Japan in Manchuria and China left 
no doubt that this was merely a Japanese version 
of Hitler’s “New Order.” They were determined 
to make the whole of East Asia and tlic Indies 
into an economic colony for ruthless Japanese 
e.xploiration. All hope of equality and free com- 
merce in Asia, for the mutual benefit of Orient 
and Occident alike, would be destroyed if they 
succeeded. 

In 1941, our two-ocean Navy was still in the 
building Our one-ocean fleet was in the Pacific. 
Our Army was just beginnmg to expand. We were 
easier game then than we might ever be again 
“Such a situation,” Mr. Stimson said, “can easily 
become critical if British sea power m the Atlantic 
is lost. Such a disaster would mvolve not only the 
security' of the North Atlantic but the security of 
the South Atlantic and South America as well ” 
And if Germany should attack somewhere on the 
long eastern shore of this hemisphere, Japan might 
well call any steps we took to defend ourselves an 
“attack” on Germany and come to Germany’s aid 
“with all political, economic, and military means,” 
as she had promised to do in the Axis alliance of 
September 1940. Japan might well seize this as the 
most favorable moment that might ever occur for 
an attack on us — certainly on the Philippines and 
our other islands, and even perhaps on the Panama 
Canal, Alaska or some other point on our western 
coast. 

In a sense, the attack on the Western Hemi- 
sphere had already begun. The Nazis do not make 
war merely by building up armed forces at home 
and then suddenly launching them against an un- 
suspectmg neutrj. Their attack on the freedom 
of a country begins long before their armies march 
over Its boundaries or their airplanes appear over 
its cities They foment p 'Jitical disturbances. 
Through Auslandsdeictsche organizations and 
bunds, they build an army within the gates to help 
them on the day of attack. By cartel agreements 
and other forms of economic warfare, they do 
their best to destroy the war mdustries of a coun- 
try which they propose to conquer. With their 
commercial airlines they develop reserves of pilots 
who know a country well from the air, and they' 
build airfields which may some day be used by 
their invading air forces. . . . 

One objection to this strategy of defense, raised 
time and again in the hearings, was the doctrine 
of neutrality which had been evolved during the 
19th century in response to tlic desire of nations to 
conunue normal commercial trade with belliger- 
ents. The law was a complicated compromise be- 
tween this desire to trade and the natural desire 
of a warring nation to cut off its enemy from all 
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outside sources of supplies. Effective blockades 
uerc defined, contraband of n-ar was listed The 
nchts and duties of neutrals and nations at war 
viere carefully detailed As a part of all this, the 
doctrine was evolved that wars arc neither good 
nor bad, they )ust exist. No distmcaon was to be 
made by non-belligerent governments between the 
side that was in the right and the side that was in 
the wrong 

As the Axis threat grew closer, two basic truths 
of mtemanonal law which had lam long neglected 
underneath the theory of neutrality slowly strug- 
gled to the surface. The first was the sunple right 
of any nation to take whatever steps were neces- 
sary to protect Itself against an enemy clearly 
spoiling for war — the law of self-defense As Sec- 
retary Hull said before the House Committee on 
Foreign Affairs, “m the face of the forces of con- 
uest now on the march across the earth, self- 
efense IS and must be the compellmg considera- 
uon m the determmation of wise and prudent 
nanonal policy " 

The second pnncip^ might best be called the 
“law of mutuality ” The Axis nations. Secretary 
Hull said, “have repudiated m every respea the 
long-accepted principle of peaceful and orderly 
international relaaons. I am certain thar the 
dy will come agam when no nation will have the 
effrontery and the cynicism to demand that, while 
It Itself scoffs at and disregards every principle 
of law and order, its mtended victims must adhere 
ngidly CO all such pnnciples — until the very mo- 
ment when Its armed forces have crossed their 
frontiers. But so lone cs such nations exist, we 
cannot and must not be diverted — either by their 
threats or by their hypocritical protests — from 
our firm determination to create means and con- 
dmons of self-defense,” 

RTicn the hearings were over, the House For- 
eign Affairs Committee voted 17 to 8 to report 
the bfll faioribly “as of the highest importance to 
die vital mterests of our country — and even of 
our civilization.” It reached the floor on February 
3rd, 1941 Then followed five day's of debate dur- 
uig which all the arguments on both sides were 

WORLD 

Tnr U.MTED States was doing everything it 
possibly could to help Bntam — and also the 
US 5 R, after Hitler suddenly' attacked Russia 
on June 12, 1941 — but it continued to watch 
unwily Japan’s creeping ads'ance down the 
As'iatic continent. Dunng the winter of 1940- 


finally summed up One by one the amendments 
mtended to emasculate the bill or to substitute 
provisions authorizing a straight money loan or 
credit w'erc voted down, with plenty of votes to 
spare On February 8th, the bill passed by a vote 
of 160 CO 165 

Debate m the Senate began on February 17th 
after the Senate Foreign Relations Committee had 
reported the bill with its approval by a vote of 
15 to 8, and it continued unal March 8th — almost 
three weeks. Once again, all the arguments were 
summed up Senator Barkley, Democratic leader, 
and Senator Anstm, deputy Republican leader, led 
off the debate for those m favor of the bilk Like 
the House, the Senate voted down a score of oppo- 
siuon amendments. Fmally, on Saturday night, 
March Bth, the opposition gave way and a final 
vote was taken. It was 60 to 31 in favor of the 
bill 

The Senate version of the bill went back to the 
House for concurrence in minor changes, and on 
Tuesday, March 11, 1941, the House accepted 
them by a tote of 317 to 71 As soon as the vote 
was completed the House Mmonty Leader, Rep- 
resentaove Martin and Repubhean Senator Van- 
denberg, both of whom hao been active m opposi- 
tion, issued unity statements pledging full bi- 
partisan support of the Lcnd-Le^e program, now 
tliat it was the law of the land 

The bill was engrossed immediately and rushed 
to the White House. At ten mmutes before four 
o’clock that afternoon the Lend-Lease Act be- 
came law The next day Congress was asked to 
appropriate $7,000,000,000 to start the production 
of planes, tanks and guns, raw materials, factory 
equipment and food for nations whose defense 
we had now decided was vital to our own. 

On March 15th, the President summed up the 
debate at the White House Correspondents Asso- 
cution annual dmner “Let the diaators of Eu^c 
and Asia doubt our unanunity now,” he said “The 
decisions of our democracy may be slowly arrived 
at. But when that decision is made, it is proclaimed 
not with the voice of any one man, but with the 
voice of one hundred and thirty millions ” 

WAR 11 

41, as relations between the two countries 
steadily detenorated, it tt'as becoming plam 
that Japan was beginnmg to bring pressure to 
bear on the Dutch in Batavia and was moving 
further into Indo-Chma and adjoining Thai- 
land. In the spring of 1941, Japan sent a new 
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ambassador to the United States, Admiral 
Nomura, and he and Secrctar)’’ Hull kept in 
almost constant touch Mutli one another. Agree- 
ment was impossible- Japan had no intention 
of surrendering her newly obtained gains in 
the Southwest Pacific and — as both a warning 
and a measure of defense — on July 26, a presi- 
dential order froze all Japanese assets in the 
United States. When, in October, General 
Tojo became Prime Alimster of Japan, it was 
apparent that the army had gained control of 
Japanese aflFairs. In November, Secretary Hull 
admitted to a Cabinet meeting that our 
relations with Japan were extremely criti- 
cal. 

On November 15, Japan sent Saburo Kurusu 
to Washmgton to join Admiral Nomura in 
negotiating with Secretarj'- Hull. Conversations 
proceeded; and, in fact, one such meeting had 


just been terminated when the world was 
astounded by the unheralded attack on Pearl 
Harbor on Sunday, December 7, 1941. The 
next day, the President appeared before Con- 
gress and requested the declaration of the exist- 
ence of a state of war with Japan Both houses 
did so immediately with only a single dissent- 
ing vote. On December 1 1, Germany and Italy 
declared war on the United States. In his con- 
gressional address and in his radio speech to 
the American people — ^both reprinted here — 
Roosevelt describes the immediate steps lead- 
ing to America’s involvement in World 
War II. 

The two addresses were pubh’shed in De- 
velopineiit of United States Foreign Policy: 
Addresses and Messages of Franklin D. Roose- 
velt (Senate Document No. 188, 77th Con- 
gress, 2d Session, Washington, 1942). 


Two Addresses 


BY FRANKLIN D. ROOSEVELT 


I. Address Asking for a War Declaration 

AGAINST Japan, December 8, 1941 

Yesterday, December 7, 1941 — a date which will 
live in infamy — the United States of America was 
suddenly and deliberately attacked by naval and 
air forces of the Empire of Japan. 

The United States was at peace with that na- 
tion and, at the solicitation of Japan, was still in 
conversation with its Government and its Em- 
peror looking toward the maintenance of peace in 
the Pacific.Tndeed, one hour after Japanese air 
squadrons had commenced bombing in Oahu, the 
Japanese Ambassador to the United States and his 
colleague delivered to the Seerjetary of State a for- 
mal reply to a re^nt Amemian message. While 
this reply stated thaV^^it seemeq useless to contmue 
the existing diploma^c negodauons, it contained 
no threat or hmt of \^r or arnied attack. 

It will be recorded that the distance of Hawaii 
from Japan makes it obvious that the attack was 
deliberately planned many days or even weeks 
ago During the mtervenmg time the Japanese 
Government has deliberately sought ko deceive 
the United States by false statements and expres- 
sions of hope for continued peace 

The attack yesterday on the Hawaiian Islands 
has caused severe damage to American naval and 


military forces. Very many American lives have 
been lost. In addition American ships have been 
reported torpedoed on the high seas between San 
Francisco and Honolulu. 

Yesterday the Japanese Government also 
launched an attack against Malaya 

Last night Japanese forces attacked Hong Kong. 

L^ast night Japanese forces attacked Guam. 

Last night Japanese forces attacked the Philip- 
pine Islands. 

Last night the Japanese attacked Wake Island 

This morning the Japanese attacked Midway 
Island. 

Japan has, therefore, undertaken a surprise of- 
fensive extendmg throughout the Pacific area. The 
facts of yesterday speak for themselves The peo- 
ple of the Umted States have already formed their 
opinions and well understand the imphcauons to 
the very life and safety of our Nation 

As Commander in Chief of the Army and Navy 
I have directed that all measures be taken for our 
defense 

Always will we remember the character of the 
onslaught against us. 

No matter how long it may take us to over- 
come this premeditated invasion, the Amencan 
people, in their righteous might, will wm through 
to absolute victory. 
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I believe I interpret the will of the Congress and 
of the people when 1 assert that we whl not only 
defend ourselves to the uttermost but will make 
ven' certain that this form of treachery shall never 
endanger us agam 

Hostilities exist There is no blmlong at the fact 
that our people, our territory, and our mtercsts are 
m grai e danger 

Wth confi^denee m our armed forces — ^with the 
unbounded determmation of our people — we will 
gain the inevitable tnumph — so help us God. 

1 ask that the Congress declare that since the 
unprovoked and dastardly attack by Japan on Sun- 
day, December 7, a state of war has existed be- 
tween the United States and the Japanese Empire. 

a Aduress to the American People, December 

9 , 1941 

The sudden cnmuial attacks perpetrated by the 
Japanese m the Pacific provide the chmax of a 
decade of mtemaaonal immorality 

Powerful and resourceful gangsten have banded 
together to make war upon the whole human race 
Their challenge has now been flung at the Umted 
Sutes of America The Japanese have treacher- 
onjly violated the long-standmg peace between 
us. Many American soldiers and sadors have been 
killed by enemy action. American ships have been 
sunk, American airplanes have been destroyed. 

The Congress and the people of the United 
States have accepted that challenge. 

Together with other free peoples, we are now 
fighting to mamtam our right to hve among our 
world neighbors m freedom and m common de- 
cenev, without fear of assault. 

I have prepared the full record of our past re- 
lations with Japan, and it will be submitted to the 
Congress. It beguis with the visit of Commodore 
Perry to Japan 88 years ago It ends with the visit 
of two Japanese emissaries to the Secretary of 
State last Sunday, an hour after Japanese forces 
bad loosed their bombs and machine guns against 
our flag, our forces, and our citizens 

I can say w ith utmost confidence that no Amer- 
icans today or a thousand years hence, need feel 
anjthing but pnde in our patience and our efforts 
through all the years toward achievmg a peace in 
the Pacific W’hich would be fair and honorable to 
ever) nation, large or smalL And no honest person, 
toda) or a thousand years hence, will be able to 
Wpp^s a sense of indignaoon and horror at the 
^eacheiy committed by the military dictators of 
^pan, under the ver)' shadow of the flag of peace 
borne by their special envoys m our midst. 

Uie course that Japan has followed for the past 


10 years m Asia has paralleled the course of Hitler 
and Mussolmi m Europe and Africa Today, it has 
become far more than a parallel It is collaboration 
so well calculated that all the contments of the 
world, and all the oceans, are now considered by 
the Axis strategists as one gigannc battlefield 

In 1931, Japan invaded Manchukuo — without 
wammg 

In 1935, Italy mvaded Ethiopia — ^without wam- 
mg 

In 1938, Hitler occupied Austria — without 
wammg 

In 1939, Hitler mvaded Czechoslovakia — ^with- 
out warmng 

Later m 1939, Hitler mvaded Poland — ^without 
warning 

In 1940, Hitler mvaded Norway, Denmark, 
Holland, Belgium, and Luxembourg — without 
wammg 

In 1940, Italy attacked France and later Greece 
— without wammg 

In 1941, the Axis Powers attacked Jugoslavia 
and Greece and they dommated the Balkans — 
without wammg 

In 1941, Hitler mvaded Russia — without warn- 
ing 

And now Japan has attacked Malaya and Thai- 
land — and the Umted States — without wammg 

It IS all of one pattern 

We ate now m this war We arc all m it — all 
the way Every single man, woman, and child is a 
parmcr m the most tremendous undertaking of 
our American history We must share together the 
bad news and the good news, the defeats and the 
victories — the changmg fortunes of war. 

So far, the news has all been bad We have suf- 
fered a serious setback m Hawaii Our forces m 
the Philippmes, which mclude the brave people 
of that commonwealth, are taking purusrmient, 
but are defendmg themselves vigorously The re- 
ports from Guam and Wake and Midway Islands 
are soil confused, but we must be prepared for 
the announcement that all these three outposts 
have been seized 

The casualty lists of these first few days will 
undoubtedly be large, I deeply feel the anxiety of 
all families of the men m our armed forces and the 
relatives of people in ernes which have been 
bombed I can oifly give them my solemn promise 
that they will get news just as quickly as possible. 

This Government will put its trust m the stam- 
ma of the American people, and will give the facts 
to the public as soon as two conditions have been 
fulfilled First, that the information has been defi- 
mtely and officially confirmed, and, second, that 
the release of the information at the ame it is re- 
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ceivcd will not prove valuable to the enemy di- 
rectly or indirectly. , . . 

Now a word about die recent past — and the 
future. A year and a half has elapsed since the fall 
of France, when the whole world first realized 
the mechanized might which the Axis nations had 
been building for so many years. America has used 
that year and a half to great advantage. Knowing 
that the attack might reach us in all too short a 
time, wc immediately began greatly to increase our 
industrial strength and our capacity to meet the 
demands of modern warfare. 

Precious months were gained by sending vast 
quantities of our war materials to the nations of 
the world still able to resist Axis aggression. Our 
policy rested on the fundamental truth that the 
defense of any country resisting Hitler or Japan 
was in the long run the defense of our own coun- 
try. That policy has been justified. It has given 
us time, invaluable time, to build our American 
assembly lines of production. 

Assembly lines are now in operation. Others arc 
being rushed to completion. A steady stream of 
tanks and planes, of guns and ships, of shells and 
equipment — that is what these 18 months have 
given us. 

But it IS all only a beginning of what has to be 
done. We must be set to face a long war against 
crafty and powerful bandits. The attack at Pearl 
Harbor can be repeated at any one of many points 
in both oceans and along both our coast lines and 
against all the rest of the hemisphere. 

It will not only be a long war, it will be a hard 
war. That is the basis on which wc now lay all our 
plans. That is the yardstick by which wc measure 
what wc shall need and demand — money, ma- 
terials, doubled and quadrupled production, ever 
increasing. The production must be not only for 
our own Anny and Navy and air forces. It must 
reinforce the other armies and navies and air 
forces fighting the Nazis and the war lords of 
Japan throughout the Americas and the world. 

I have been working today on the subject of 
reduction. Your Government has decided on two 
road policies. 

The first is to spied up all existing production 
by working on a 7-day-wcck basis m every war 
industry, including the production of essential 
raw materials. 

The second policy, now being put into form, is 
to rush additions to th? capacity of production by 
building more new plants, by adding to old plants, 
and by using the many smaller plants for war 
needs. 

Oyer the hard road of the past months wc have 
at times met obstacles and difficulties, divisions 


and disputes, indifference and callousness. Tliat is 
now all past and, I am sure, forgotten. 

The fact is that the country now has an organ- 
ization in Washington built around men and 
women who arc recognized expens m their own 
fields. I think the countr)' knows that the people 
who arc actually responsible in each and every 
one of these many fields arc pulling together with 
a teamwork that has never before been excelled. 

On the road ahead there lies hard work — gruel- 
ling work — day and night, every hour and ever)' 
minute. 

I was about to add that ahead there lies sacrifice 
for all of us. 

But It is not correct to use that word. The 
United States docs not consider it a sacrifice to do 
all one can, to give one’s best to out Nation, when 
the Nation is fighting for its existence and its fu- 
ture life. 

It IS not a sacrifice for any man, old or young, 
to be in the Army or the Navy of the United 
States. Rather is it a privilege. 

It is not a sacrifice for the industrialist or the 
wage earner, the farmer or the shopkeeper, the 
trainman or the doctor, to pay more taxes, to buy 
more bonds, to forego extra profits, to work longer 
or harder at the task for which he is best fitted. 
Rather is it a privilege. 

It is not a sacrifice to do without many things 
to which wc arc accustomed if the national de- 
fense calls for doing witliout. . . . 

In these past few years — and, most violently, in 
the past few days — wc have learned a terrible les- 
son. 

It IS our obligation to our dead — it is our sacred 
obligation to their children and our children — that 
wc must never forget what we have learned. 

And what wc all have learned is tliis: 

There is no such thing as security for any na- 
tion — or any individual — in a world ruled by the 
principles of gangsterism 

There is no such thing as n.iprcgnablc defense 
against powerful aggressors who sneak up in the 
dark and strike without warning. 

Wc have learned that our ocean-girt hemisphere 
is not immune from severe attack — that wc cannot 
measure our safety in terms of miles on any map. 

Wc may acknowledge that our enemies have 
performed a brilliant feat of deception, perfectly 
timed and executed with great skill. It was a thor- 
oughly dishonorable deed, but wc must face the 
fact that modern warfare as conducted in the Nazi 
manner is a dirty business. Wc don’t like it — we 
didn’t want to get in it — but wc are in it and we’re 
going to fight It with everything we’ve got. 

1 do not think any American has any doubt of 
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our ability to administer proper punishment to 
the perpetrators of these crimes 
llic true goal we seek is fax above and biyond 
the ugly field of battle. IVhen we resort to force, 
as nowsvc must, oe are determmed that this force 
shall be directed toward ulomate good as well as 
agamst mmediate cviL We Americans are not 
destroyers, we are builders. 

We are now m the midst of a war, not for con- 
quest, not for vengeance, but for a world m which 
this Nation, and all that this NaQon represents, 
will be safe for our children We expect to elim- 
inate the danger from Japan, but it would serve 


os ill if we accomplished that and found that the 
rest of the world was dommated by Hitler and 
Mussolmu 

We are going to win the war, and we are going 
to wm the peace that follows 

And in the dark houn of this day — and through 
dark days that may be yet to come — ^we wdl know 
that the vast majonty of the members of the hu- 
man race are on our side Many of them are fight- 
mg with us. All of them are praymg for ns. For, 
m representmg our cause, we represent theirs as 
well — our hope and their hope for liberty under 
God 


ONE WORLD 


In 1940, THE Republicans faced the unprece- 
dent necessity— or opportunity— of fighting a 
presidential campaign with the third term as 
one of the most conspicuous issues For the 
New Deal, and the defense progtam which had 
all but supplanted it, could be trusted to no 
Democratic leader other than Roosevelt. As 
their candidate, the Republicans chose Wen- 
dell Lewis Willkie (1892-1944), a successful 
lawyer and uahty-company executive who, 
m the mterests of hts Commonwealth and 
Southern Corporation, had skillfully tested — 
and succeeded in cutting down — the powers 
of the TVA He had never previously held 
public office 

Willkic ivas no standpatter, although he had 
endeared himself to conservative busmess in- 
terests, and with much of the achievement of 
the New Deal he sympathized He was op- 
posed, however, to the New Deal’s inefficiency 
and irresponsibibty, to its hosolity to business, 
and to Its willmgncss to build up a great bu- 
reaucracy On foreign affairs he saw eye to eye 
inth the President. Britain had to be aided, the 
Axis meant to attack us Willkie made a good 
fight and cut hcanly into Roosevelt’s popular 
follow ing, in fact, the popular vote for him was 
22,000,000 against Roosevelt’s 27,000,000 But 
the Electoral College vote was 449 to 82, as 
the Republicans carried only ten New England 
and Midw estem States. 

UnbLc many defeated dark-horse candidates, 
howeier, Willkie did not retire into obscuntj' 


after his campaign Before long, the Umted 
States was mvolved m the war and Willkie 
without reservaoon accepted the President’s 
leadership Willkie’s One World (New York, 
1943) IS a statement of his loyalty and an at- 
tempt to make the people of the United States 
know why they were fightmg 
Late in August, 1943, Willkie left on the 
world-wide wartime journey which he de- 
scribes in his book, he returned to the United 
States m October, after havmg flown across 
five continents, visited the desert and the Rus- 
sian fronts, stopped m Middle Asia, and talked 
to such war leaders as Montgomery, Stalin and 
Chiang Kai-shek ’What Willkie saw convinced 
him that the people of the world were with the 
Allies, but that many Albed leaders, particu- 
larly executive military officers in positions of 
local command, had no notion of the world 
they lived in All this needed changing To 
WiUkic, “only new men and new ideas in the 
machinery' of our relations wth the peoples of 
the East can win the victory without which any 
peace wl! be only another armistice.’’ But he 
was also disturbed by the fanatical nationalism 
that was rising its head in the Middle East 
Benveen his tnps to the Middle East and to 
Chma, and again on his way home from Chung- 
king, Willkie visited Russia There, he saw 
factories and farms, had a glimpse of the front, 
talked to Soviet officials, and thought about 
the Revoluaon while the Russians were fight- 
mg to hold Stalingrad As a result of those ob- 
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scrvations, Willkie concluded that the U.S.S.R. 
was a going concern, that it was a trust- 
worthy wartime ally, and that there could “be 
no continued peace” unless the United States 
learned to work with Russia after the war. Yet 
Willkie was convinced that communism could 
make no mroads on a livmg democracy that 
used its ideals of freedom and equahty of 
opportunity to enrich the lives of its citi- 
zens. 

From the e.\perienccs of his forty-nine day 
trip, Willkie drew conclusions that form the 
basis of the policy he formulates in the last 
chapter of One TF orld. For the United States, 
for the American people particularly, there 
exists a deep reservoir of good will. But Amer- 
ica can turn that good will to the use of peace 
only if it has sound notions about the reasons 
for this war. To have real peace, we must reach 
substantial agreement with our allies now. The 
peoples want a working world-cooperation to 
replace both imperialism and isolatiomsm. If 
we are not to fall into the morass of cynicism 
and inertia that followed the first World War, 
the United States and the United Nations must 
avoid the errors of tlie past: preservation of 


imperialism, neglect of economic problems, and 
imposition of a ready-made international or- 
ganization. If die United Nadons arc to remain 
umted for peace, Amcnca must acquire and 
follow a consistent foreign policy. Isolationism 
has been tried and found wanting. The Ameri- 
can people bumbled into that after the last war; 
they cannot afford to repeat the error. Since 
geographic remoteness can no longer protect 
us, we must choose among narrow nationalism, 
which means ultimate dictatorship; imperial- 
ism, which attacks other people’s freedom and 
may finally destroy our own; and a world of- 
fering free opportunity to all. The Western 
Powers must abandon their empires, for the 
East will no longer abide them. We must re- 
store world trade and raise world living stand- 
ards, if only for American self-interest. And 
we must make certain that the United States 
joins the society of free nauons as a whole- 
hearted and responsible member. In this way, 
Willkie saw the realization of the American 
dream. 

TJie selections are from One World and are 
reprmted by permission of Simon and Schuster, 
Inc. 


One World 


BY WENDELL L. WILLKIE 


Our Imperialisms at Home 

. . . A TRUE WORLD OUTLOOK IS incompatible with 
a foreign imperialism, no matter how high-minded 
the governing country. It is equally incompatible 
with the kind of imperialism which can develop 
inside any nation. Freedom is an indivisible word. 
If we want to enjoy it, and fight for it, we must 
be prepared to extend it to everyone, whether they 
are rich or poor, whether they agree with us or 
not, no matter what their race or the color of their 
skin. We cannot, with good conscience, expect 
the British to set up an orderly schedule for the 
liberation of India before we have decided for 
ourselves to make all .who live m America free. 

In this war we are allied with four hundred 
million people of Chma and we count as our 
friends three hundred million people of India 
Fighting with us are the Filipinos and the natives 
of Java and the Eiast Indies and of South Africa. 


Together, these peoples comprise almost half of 
the world’s population. With none of them have 
the majority of Americans any ties of race. But 
we are leaniing in this war that it is not racial 
classifications nor ethnological considerations 
which bind men together, it is shared concepts and 
kindred objectives. 

We are learnmg that the test of a people is their 
ami and not their color. Even Hitler’s nigh racial 
wall has been breached by the recognition of a 
common purpose with those “honorarj'^ Aryans,” 
the Japanese. We, too, have our natural allies. We 
must, now and hereafter, cast our lot as a nation 
with all those other peoples, whatever their race 
or color, who prize liberty as an innate right, both 
for themselves and for others. We must, now and 
hereafter, together with those peoples, reject the 
doctrine of imperialism which condemns the 
world to endless war. 

Let me emphasize once more that race and color 
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do not determine what people are allies and what 
people are enemies m this struggle In the East, 
vitWe a plam e^mple. Japan is our enemy be- 
cause of her wanton and barbaric aggression upon 
tt caber nations and because of the imperiallsuc 
doctrine by w hich she seeks to rule and enslave 
die world Japan is our enemy because of the 
treacherous and unprovoked attacks by which she 
has launched each of her assaults m carrying for- 
ward her scheme of conquest. 

Oima IS our friend because like us she nour- 
ishes no dream of conquest and because she values 
libetty She is our ally because, first among the 
nauons, she resisted aggression and enslave- 
ment. . 

It has been a long while smee the United States 
had any impenalisnc designs towwd the outside 
world. But we have practiced withm our own 
boundaries something that amounts to race im- 
perialism The attituM of the white citizens of this 
country toward the Negroes has undeniably had 
some of the unlovely charactensnes of an ahen 
imperialism — a smug racial supenonty, a wiU- 
mgness to erploit an unprotected people We have 
jusafied it by telling ourselves that its end is benev- 
olent And sometimes it has been But so some- 
times have been the ends of tmpenalism And 
the moral atmosphere m which it has existed is 
idenbcal with that m which men — well-meaning 
men— talk of “the white man’s burden " 

Our very proclamations of what we are fight- 
ing for have rendered our own mequitles self- 
evident ViTien we talk of freedom and oppor- 
tumty for all nations, the mocking paradoxes m 
our own soacty become so clear they can no 
longer be ignored If we want to talk about free- 
dom, we must mean freedom for others as well 
as ourselves, and we must mean freedom for 
everyone mside our frontiers as well as outside 
During a war, tfus is especially important 

The threat to racial and rchgious, even to po- 
hucal, mmotity groups spnngs m wartime from 
two thmgs — an overzealous mass insistence upon 
general conformity to majority standards, and the 
renval under emononal strains of age-old racial 
and religious distrusts. Mmondcs then arc apt to 
be charged with responsibility for the war itself, 
and all the dislocauons and discomforts arrang 
from It. The)’ are jealously subjected to scrutiny 
to determine if they are the recipients of special 
advantages. 

Our nation is composed of no one race, faith, 
or cultural heritage. It is a grouping of some 
thirt) peoples possessmg vaiymg religious coo- 
pts, philosophies, and historical backgrounds. 
The) arc Imlted together by their confidence m 


our democranc insntudons as expressed m the 
Declaradon of Independence and guaranteed by 
the Consdtnnon for themselves and for their chil- 
dren. 

The keystone of our umon of states is freedom 
— freedom for the mdividual to worship as he 
chooses, to work as he chooses, and to live and 
rear his children as he chooses. Liberty, if it is to 
be for all, must be protected by basic safeguards 
mtended to give it the most general diffusion at- 
tainable, and none can expect pnvdeges which en- 
croach upon the rights of others. Despite the func- 
norungs of out mischievous bureaucracies, and 
our sometimes excessively enterpnsmg legisla- 
tures, and — m deplorable but fortunately isolated 
instances — the fianng of mob law, we have ob- 
tained here m America, m the course of httle more 
than a century and a half of experience and ad- 
justment, the most reasonable expression of free- 
dom that has yet e.xisted m history 

Our success thus far as a nation is not because 
we have built great cities and big factories and 
culnvated vast areas, but because we have pro- 
moted this fundamental assurance of freedom 
upon which aU our material development has de- 
pended, and have tolerated, and learned to use, 
our drversines 

If we want to see the opposite of this Amencan 
system, we have merely to look at the mihtary 
deffiotism of Hitler and the autocracy of Japan, 
and the fading dictatorship of Fascist Italy ^e 
story of Germany for the last ten years has been 
one of racial and religious mtolerance that pro- 
vided a mask behmd which a peace-professmg 
dictator lured the people first to mmority perse- 
cunon, then to war This mtolerance gave the 
German nation the momentary strength of com- 
plete regimentation. Actually, it has undermmed 
and weakened the social structure so that when 
the tide of war turns, collapse is likely to be sud- 
den and complete. 

It has always impressed me that, qmte apart 
from any reasons of humanitarianism or justice 
or any sentiment regarding the protecaon of the 
weak by the strong, it is only common sense to 
safeguard jealously the rights of rmnoritics. For 
mmonties are rich assets of a democracy, assets 
which no totalitarian government can afford 
Dictatorships must, of necessity’, fear and suppress 
them But within the tolerance of a democracy, 
rrunormes are the constant spring of new ideas, 
sOmulaong new thought and action, the constant 
source of new vigor 

To suppress mmonty thinkmg and mmority 
expression would tend to freeze society and pre- 
vent progress. For the majority itself is stimulated 
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by the existence of minority groups. The human 
mind requires contrary expressions against which 
to test itself. 

For now more than ever, we must keep in the 
forefront of our mmds the fact that whenever we 
take away tlic hbcrties of tliosc whom we hate, we 
are opening the way to loss of liberty for those 
we love. 

Our way of hvmg togetlier m America is a 
strong but delicate fabric. It is made up of many 
threads. It has been woven over many centuries 
by the patience and sacrifice of countless liberty- 
loving men and women. It serves as a cloak for the 
protection of poor and rich, of black and white, 
of Jew and gentile, of foreign- and native-born. 

Let us not tear it asunder. For no man knows, 
once It is destroyed, where or when man will find 
Its protective warmth again. 

One World 

It was only a short time ago — less than a quar- 
ter of a century — that the allied nations gamed 
an outstanding victory over the forces of con- 
quest and aggression tlien led by imperial Ger- 
many. 

But the peace that should have followed that 
war failed primarily because no jomt objectives 
upon which it could be based had been arrived 
at in the minds of the people, and therefore no 
world peace was possible. The League of Nations 
was created full-blown, and men and women, 
having developed no joint purpose, except to de- 
feat a common enemy, fell into capricious argu- 
ments about its structural form. Likewise, it failed 
because it was primarily an Anglo-French-Amer- 
ican solution, retaining the old colonial imperial- 
isms under new and fancy terms. It took inade- 
quate account of the pressing needs of the Far 
East, nor did it sufficiently seek soluuon of the 
economic problems of the world. Its attempts to 
solve the world’s problems were primarily po- 
litical. But political mtcrnadonalism without eco- 
nomic mternationalism is a house built upon sand. 
For no nation can reach its fullest development 
alone. 

Our own history furnishes, I believe, anodier 
clue to our failure. One of our most obvious 
weaknesses, in the light of what is going on today, 
IS the lack of any contmuity in our foreign policy. 
Neither major party can claim to have pursued 
a stable or consistent program of international co- 
operation even during the relatively brief period 
of the last forty-five years. Each has had its season 
of world outlook — sometimes an imperialistic one 
— and each its season of strict isolationism, the 
Congressional leadership of the party out of power 


usually, according to accepted American political 
pracuce, opposing the program of the party in 
power, whatever it might be. 

For years many in both parties have recognized 
that if peace, economic prosperity, and liberty 
itself were to conunuc in this world, the nations 
of the world must find a method of economic sta- 
bilization and co-operative effort. 

These aspirations at the end of the First World 
War, under the presidency of Woodrow Wilson, 
produced a program of international co-operation 
intended to safeguard all nations against militaty 
aggression, to protect racial mmorities, and to give 
the oncommg generation some confidence that it 
could go about its affairs without a return of tlie 
disrupting and blighting scourge of war. What- 
ever we may think about the details of that pro- 
gram, It was definite, affirmative action for world 
peace. We cannot state positively just how effec- 
tive It might have proved had the Umted States 
extended to it support, influence, and active par- 
ticipation. 

But we do know that we tried the opposite 
course and found it altogether futile. We entered 
into an era of strictest detachment from world 
affairs. Manj^ of our public leaders. Democratic 
and Republican, went about the country pro- 
claiming that we had been tricked into the last 
war, that our ideals had been betrayed, that never 
again should we allow ourselves to become en- 
tangled in world politics which would inevitably 
bring about another armed outbreak. We were 
blessed with natural barriers, they maintained, 
and need not concern ourselves with the compli- 
cated and unsavorj' affairs of an old world beyond 
our borders. 

We shut ourselves away from world trade by 
excessive tariff barriers. We washed our hands of 
the continent of Europe and displayed no interest 
in Its fate while Germany rearmed. We torpedoed 
the London Economic Confereme when the Eu- 
ropean democracies, with France .agging in the 
rear, were just beginning to recover from the 
economic depression that had sapped their vital- 
ity, and when the instability of foreign exchange 
remamed the principal obstacle to full revival 
And in so doing, we sacrificed a magnificent op- 
portunity for leadership in strengthening and re- 
habilitating the democratic nations, in fortifying 
them against assault by the forces of aggression 
which at that very moment were beginning to 
gather. . . . 

If our withdrawal from world affairs after the 
last war was a contributing factor to tlie present 
xvar and to the economic instability of the past 
twenty years — and it seems plain that it was — a 
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mthdrawal from the problems and responsibilities 
of the world after this war w ould be sheer disaster 
Even our relauve geographical isolauon no longer 
exists. 

At the end of the last war, not a single plane 
had flown across the Atlantic. Today that ocean 
is a mere ribbon, with airplanes makmg regular 
scheduled flights. The Pacific is only a shghtly 
wider ribbon in the ocean of the air, and Europe 
and Asa are at our very doorstep 

Amenca must choose one of three courses after 
this war narrow nanonalisra, which mevitably 
means the ultimate loss of our own liberty, inter- 
national impenalism, which means the sacrifice 
of some other nanon’s liberty, or the creation of 
a world m which there shall be an equahty of 
opportunity for every race and every nation. 1 
am convinced the American people will choose, 
by overwhelming majont^, the last of these 
courses. To make this choice effective, we must 
wm not only the war, but also the peace, and we 
must Stan wmnmg it now 

To wm this peace three thmgs seem to me 
necessary — first, we must plan now for peace on 
a world basis, second, the world must be free, 
politically and economically, for nations and for 
men, that peace may exist m it, third, Amenca 
must play an active, constructive part in freemg 
It and kenmg its peace. 

When 1 say that peace must be planned on a 
world basis, I mean qmte hterally that it must 
embrace the earth Continents and oceans are 
plainly only parts of a whole, seen, as I have seen 
them, from the air Eiwland and Amenca are 
parts, Russia and China, ^jypt, Syria and Turkey, 
Iraq and Iran are also parts. And it is mescapable 
that there can be no peace for any part of the 
world unless the foundations of peace are made 
secure throughout all parts of the world 

This cannot be accomplished by mere declara- 
tions of our leaders, as m an Atlantic Charter 
Its accomplishment depends primarily upon ac- 
ceptance by the peoples of the world For if the 
failure to reach mtcmational understanding after 
the last war taught us anything it taught us this 
even if war leaders apparently agree upon gen- 
eralized prmaples and slogans while the war is 
bemg fought, when they come to the peace table 
they make their own mterpretations of their pre- 
sraus declarations. So unless today, while the war 
is bemg fought, the people of the Umted States 
and of Great Bntam, of Russia and of China, and 
of all the other United Nations, fundamentally 
agree on their purposes, fine and idealistic ex- 
pressions of hope such as those of the Atlanoc 
Chatter will In e merely to mock us as have Mr 


Wilson’s Fourteen Pomts. The Four Freedoms 
will not be accomplished by the declarations of 
those momentarily m power They wiU become 
real only if the people of the world forge them 
mto actuality 

When I say that m order to have peace this 
world must be free, I am only reportmg that a 
great process has started which no man — certainly 
not Hitler — can stop Men and women all over 
the world are on the march, physically, mtel- 
lectually, and spiritually. After centuries of igno- 
rant and dull compliance, hundreds of millions 
of people m eastern Europe and Asia have opened 
the books. Old fears no longer frighten them 
They are no longer willmg to be Eastern slaves 
for Western profits. They are beginmng to know 
that men’s welfare throughout the world is inter- 
dependent. They are resolved, as we must be, that 
there is no more place for imperialism wnthm 
their own society than m the society of nations. 
The big house on the hill surrounded by mud 
huts has lost iB awesome charm. 

Our Western world and our presumed su- 
premacy are now on trial Our boastmg and our 
big talk leave Asia cold Men and women in Russia 
and China and m the Middle East are conscious 
now of their own potential strength They are 
commg to know that many of the decisions about 
the future of the world he m their hands. And 
they intend that these decisions shall leave the peo- 
ples of each naoon free from foreign domination, 
free for economic, social, and spintual growth 

Economic freedom is as important as political 
freedom Not only must people have access to 
what other peoples produce, but their own prod- 
ucts must m turn have some chance of reachmg 
men all over the world There will be no peace, 
there will be no real development, there will be 
no economic stability, unless we find the method 
by which we can begm to break down the un- 
necessaiv trade bamers hampenng the flow of 
poods. Dbviously the sudden and uncompromis- 
rag abobnon of tariffs after the war could only 
result in disaster But obviously, also, one of the 
freedoms we are fighting for is freedom to trade. 
I know there are many men, particularly m 
America, where our standard of hvmg exceeds 
the standard of living m the rest of the world, 
who are genumely alarmed at such a prospect, 
who bebeve that any such process will only lessen 
our own standard of livmg The reverse of this 
is true. 

Many reasons may be assigned for the amazing 
economic deielopment of the United States The 
abundance of our naoonal resources, the freedom 
of our pohncal insututions, and the character of 
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our population have all undoubtedly contributed. 
But in my judgment the greatest factor has been 
the fact that by the happenstance of good fortune 
there was created here in America the largest area 
in die world in which there were no barriers to 
the c\change of goods and ideas. 

And I should like to pomt out to those who 
are fearful one inescapable fact. In view of the 
astronomical figures our national debt will as- 
sume by the end of this war, and in a world 
reduced in size by industrial and transportation 
developments, even our present standard of liv- 
ing in America cannot be mamtained unless the 
exchange of goods flows more freely over the 
whole world. It is also inescapably true that to 
raise the standard of living of any man anywhere 
in the world is to raise the standard of living by 
some slight degree of every man cvcrj'wherc m 
the world. 

Finally, when I say that this world demands 
the full participation of a self-confident America, 
I am only passmg on an invitanon which the 


peoples of die East have given us. They would 
like the United States and the other United Na- 
tions to be partners with them in this grand ad- 
venture. They want us to join them in creating 
a new society of independent nations, free alike 
of the economic injustices of the West and the 
political malpracuces of the East. But as partners 
in that great new combination they want us neither 
hesitant, incompetent, nor afraid. They want 
partners who will not hesitate to speak out for 
the correction of injusdee anj'xvnere in the 
world. 

Our allies in the East know that we intend to 
pour out our resources in this war. But they ex- 
pect us now — not after the war — to use the enor- 
mous power m our giving to promote liberty and 
justice. Other peoples, not yet fighting, are waiting 
no less eagerly for us to accept the most chal- 
lenging opportunity of all histor)' — the chance 
to help create a new society m which men and 
women the world around can live and grow 
invigorated by independence and freedom. 
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